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Abstract
This research seeks to contribute to the boardroom diversity debate by examining
gender and ethnicity in the c-suite of the FTSE 100, both theoretically and
empirically. The research considers the c-suite appointment process through the
lens of UK Corporate Governance Code guidance to appoint on merit. From an
empirical perspective, the research has two strands. Firstly, it gathers and
analyses profile data on the FTSE 100 c-suite, for both 2016 and 2017. Secondly,
with reference to the guidance of the Code, it analyses corporate diversity
statistics in light of corporate diversity policies provided in the annual reports.

Key findings of the research include support for the theory that homosocial
reproduction among the FTSE 100 c-suite is still prevalent, and disadvantages
women and ethnic minorities. The findings suggest there are higher barriers to csuite entry, particularly for women. Analysis of annual reports suggests that the
majority of the FTSE100 have managerialised the meaning of diversity and most
appointment policies create little to no obligation to genuinely consider diversity.
The research argues that it is a mis-use of the merit concept and the distribution
of power that is perpetuating the c-suite’s lack of diversity.

3

Impact statement
This research is highly impactful and has the potential for impact at academic,
political and business levels.

Academic impact

The research contributes to knowledge in a number of broad research fields such
as Corporate Law, Business Management and Sociology. In the more specific
area of board diversity, the empirical findings highlight some interesting patterns
of c-suite appointment and corporate diversity reporting in ways which had not
yet been explored. The findings also provide support for other research in this
field. This empirical part of the research will primarily be disseminated via journal
articles, one relating to the c-suite demography and another to corporate diversity
reporting. The latter article has been drafted and was presented in a UCL staff
seminar and a workshop at Paris School of Business.

Some elements of the methodology are novel and may contribute to expanding
approaches to methods of analysing profile data and textual data. Having now
set up these processes, the project provides an excellent opportunity to continue
expanding the data set to create a longitudinal study. This may help to discover
whether the approach to diversity and diversity reporting changes over time.

From a theoretical perspective, this research contributes to the ongoing
discussion about the meaning and application of merit and the meritocracy myth.
It considers and applies theories of human capital and heuristics into this merit
4

discourse. It also researches and applies theories regarding power in new ways,
contributing to managerial power literature. The theories developed regarding
merit and the distribution of power will be disseminated via separate journal
articles. An earlier version of the power article has been presented at the UCL
Corporate Law Workshop in 2017.

Policy impact

Much of the findings of this research relate directly to the drafting of the UK
Corporate Governance Code (the “Code”), an iterative and constantly evolving
piece of soft regulation. A briefing paper will be drafted to highlight the findings
of the research and make suggestions on how the Code may be redrafted to
improve corporate adherence and encourage more meaningful levels of diversity
at the top levels of UK business.

Business impact

The research highlights inconsistencies in the way annual reports are drafted.
Dissemination of this element of the research will seek to draw attention to these
inconsistencies in the form of journal articles, conferences, blog posts and
mainstream media. The topic is currently one which garners significant interest
publicly. This may assist in getting some of the key findings of the research to be
disseminated more publicly. The hope is that it helps to increase pressure on
corporations to think more authentically about the diversity at the top of their
business.
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Chapter 1
Introduction
Large corporations play an important yet widely underestimated role in
society. Their impact spans people, politics, environment and economics. Yet
there is evident inequality at the decision-making level.

It is common

knowledge that women and people who are of a Black, Asian or another
Minority Ethnic background (hereinafter referred to as “BAME”) are poorly
represented on corporate boards.1 The aim of this research is to reconsider
this lack of diversity, focusing specifically on the key corporate decision
makers. In particular this research examines diversity amongst FTSE100
Chief Executive Officers (“CEO”s), Chief Financial Officer (“CFO”s), Chairmen
and other board executives (“CXO”s). This group is referred to as the “csuite”.

This introductory chapter seeks to lay the foundations for this

investigation. It begins in Section 1 by introducing and explaining the subjects
of this study i.e. the c-suite of the FTSE100. Section 2 seeks to set out the
research, reality and regulatory background into which this research is placed.
Section 3 details the thesis objectives and sets out the ways in which it
contributes to knowledge. Finally, Section 4 sets out a short roadmap for the
rest of the thesis.

1

For a discussion refer to pages 31-33.
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1. The FTSE100 and its boards
The FTSE100 is the UK’s most well-known index of shares, comprising its
largest 100 companies as listed on the London Stock Exchange.2 The
combined value of the FTSE100 is over £2 trillion, its companies employ over
6.8 million people worldwide and operate in over 150 countries, and many of
them are global household names such as BP, GlaxoSmithKline and HSBC.3
In 2017 these 100 companies contributed 12.6% of all government tax receipts
(£82.9 billion).4 The impact of corporations of this size is vast.

1.1. Who do they serve?
Whatever else may drive them, a key commonality between corporations is
that they are driven by profits. The debate about who the boards of large
companies are working for often concludes that the board is the agent of the
shareholders.5 More normative concerns are given little attention.6 But, as
Moore states:
“Economic-instrumental concerns […] are not teleological ‘ends’ of
corporate governance debate in themselves, but rather form part of a
wider discourse aimed - in the last place – at determining the conditions
2

'FTSE' 2013 <https://www.londonstockexchange.com/traders-and-brokers/privateinvestors/private-investors/stock-markets/ftse/ftse.htm> accessed 15 March 2019; Tommy
Stubbington, 'FTSE 100 told by business minister Kelly Tolhurst to improve ethnic diversity
on boards' The Times (24 February 2019) <https://www.thetimes.co.uk/article/ftse-100-toldby-business-minister-kelly-tolhurst-to-improve-ethnic-diversity-on-boards-xc807jkrv>
accessed 6 August 2019; Natalie Ceeney, 'Capable women face bias at every step' The
Times (21 March 2019) <https://www.thetimes.co.uk/edition/business/capable-women-facebias-at-every-step-w2z0z80js>
3
London Stock Exchange Group, ‘FTSE100 Stocks listed in London’ (2018)
4
PriceWaterhouseCoopers, ‘2017 Total Tax Contribution survey for the 100 Group’ (2017) 2
5
Adolph Augustus Berle and Gardiner Coit Means, The Modern Corporation and Private
Property (Transaction Books 1932)
6
Marc T Moore, Corporate Governance in the Shadow of the State (Hart Publishing 2013)
15
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under which the possession and exercise of corporate managerial power
is rendered legitimate from the perspective of those who are principally
subject to it”.7
Stakeholder theorists advance this wider discourse by claiming that
companies have a responsibility towards those it impacts, including
employees, communities and the environment.8 The list of who and what
corporations impact is extensive. Much of their impact is positive: creating
jobs, products and services, as well as innovating and paying taxes. But there
are negative impacts. Some commentators argue that corporations are key
to the making and maintaining of inequality and subordination,9 that they
damage the environment10 and they wield an influence on politics that is
undemocratic and under the radar.11

For some time the UK government has been talking about harnessing
corporate impact as a force for good in society.12

The UK Corporate

Governance Code 2018 (the “Code,”) states that “successful and sustainable
businesses underpin our economy and society”.13 This Code is the principle
regulatory mechanism guiding the behaviour of the boards of publicly listed

7

Ibid
Andrew Keay, 'Stakeholder Theory in Corporate Law: has it got what it takes' (2010) 9
Richmond Journal of Global Law & Business 249
9
Marta B Calás and Linda Smircich, 'Feminist Perspectives on Gender in Organizational
Research: What is and is yet to be' (2009) The Sage Handbook of Organizational Research
Methods 246 248
10
John Madeley, Big Business, Poor Peoples: How transnational corporations damage the
world’s poor (Zed Books 2009)
11
Michael Useem, The Inner Circle, vol 617 (New York: Oxford University Press 1984)
12
Barnali Choudhury and Martin Petrin, 'Corporate Governance That ‘Works for Everyone’:
promoting public policies through corporate governance mechanisms' (2018) Journal of
Corporate Law Studies 1 382
13
UK Corporate Governance Code 2018, Introduction
8

19

companies in the UK and is key to this research. At an international level, The
Organisation for Economic Co-operation and Development (OECD) have
produced guidelines that provide “principles and standards for responsible
business conduct in a global context” which acknowledge the connection
between corporate actions and society.14 These guidelines are the only code
of conduct for businesses that signatory governments are committed to
promoting, and they aim to

“encourage the positive contributions that

multinational enterprises can make to economic, environmental and social
progress”.15

It can be argued that the lack of diversity in leadership is not responsible
business conduct. In this respect, the force of corporate impact does not
appear to be used for good. This thesis argues that corporate impact on
diversity, at leadership and societal levels, is being used as a force for
maintaining inequality.

1.2. The structure and significance of corporate boards
By looking at the top echelons of a company, a picture of how the company is
managed can be created. Alongside the board there is a team of managers
who strategize and implement decisions, which in turn are overseen by the
board. Figure 1 below shows the intersection of roles between the board and
executive

14
15

OECD, ‘Guidelines for Multinational Enterprises’ (2011)
Ibid 15
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Figure 1: The intersections of the board and management

Non-executive
directors (“NEDs”)
make
up
the
majority of the
board. They work
part time, usually
on
multiple
boards.

Board of directors

Management
committee

NEDs

c-suite

Non-board
executives

The c-suite consists of
the following roles:
• CEO (always)
• CFO (usually)
• Executive
Chairman
(occasionally)
• CXO
(sometimes)

Non-board executives – often include chief
operations officer, chief human resources
officer, chief risk officer amongst others.
These are sometimes referred to as “CXO”
roles.

The division of responsibilities amongst the board is set out in Section 2 of the
Code, which states that there should be an “appropriate combination” of
executive and NEDs and a “clear division of responsibilities between the
leadership of the board and the executive leadership of the company”.16 The
c-suite is where this division of responsibilities overlaps. At a basic level, the
board of directors “must provide the intrinsic leadership and direction at the
top of the organisation; establish and maintain its vision, mission and

16

UK Corporate Governance Code 2018, Principle J
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values”.17 This is clearly a significant and onerous responsibility, especially
when it comes to large businesses. But the purpose of a board of directors is
not an immutable truth. Board remit has developed over time and the focus
has shifted from strategy towards monitoring.18

There are multiple theories about the role of the board but two that dominate
are the “agency theory” and the “resource dependency theory” (RDT). Agency
Theory centres on the idea that shareholders are the owners of the company
and they need the board to keep the managers (who control the company) on
track.19 In this conception it is the board who prevent management from acting
in self-interested ways and keep the company working towards a goal of
increased shareholder value.20 In contrast, Resource Dependency Theory
suggests that the board is the provider of various resources including advice,
legitimacy and linkages.21 RDT does not see the board as monitors but as
resources to be utilized for the company good. A third theoretical paradigm,
in direct contrast to agency theory, is “stewardship theory”. It claims that

17

'Differences between directors and managers' (Institute of Directors, 5 October 2018)
<https://www.iod.com/services/information-and-advice/resources-andfactsheets/details/Differences-between-directors-and-managers> accessed 20 October
2018
18
Stephen Bainbridge, The New Corporate Governance in Theory and Practice (Oxford
University Press 2008) 158
19
Benjamin E Hermalin and Michael S Weisbach, Board of Directors as an Endogenously
Determined Institution: A survey of the economic literature (National Bureau of Economic
Research 2001) 9, also known as the problem caused by the separation of ownership and
control (Berle and Means (n 5))
20
Amy Hillman and Thomas Dalziel, 'Boards of Directors and Firm Performance: Integrating
agency and resource dependence perspectives' (2003) 28 Academy of Management
Review 383 383
21
Ibid

22

directors can be trusted to be stewards of company resources and that
insiders are better at this than outsiders.22

There will always be a variety of answers to the question of what boards do,
and what proportion of their work is devoted to any specific objective.23
Intuitively, boards are neither useful only for monitoring, stewarding or for the
provision of resources, but for a combination of these functions. Indeed, a
sustained research effort seeking to link performance with both monitoring and
with access to board member resources has failed to establish anything
consistent or convincing.24 As such, both RDT and agency theory can be
considered to be significant elements of the function of the board.

Boards are required to work together to fulfil their function but operating as a
team may be challenging. One reason for this is that the division of c-suite
and NEDs is quite stark. The Code requires boards to consist of a majority of
NEDs, who, by virtue of their part-time capacity, are not as intrinsically
involved with the company as the c-suite. The c-suite (with the exception of
the non-executive chairman) work full-time with the company and should

22

Gavin J Nicholson and Geoffrey C Kiel, 'Can Directors Impact Performance? A casebased test of three theories of corporate governance' (2007) 15 Corporate Governance: An
International Review 585
23
There will also be variations in the proportion of focus on certain roles. Research has
shown that diversified firms will spend more time monitoring and controlling whereas
growing firms will spend more time considering strategy (Barry Oshry, Benjamin E Hermalin
and Michael S Weisbach, 'The Role of Boards of Directors in Corporate Governance: A
conceptual framework and survey' (2010) 48 Journal of Economic Literature 58 36)
24
Nicholson and Kiel (n 22)

23

understand it intimately. This is where the vast amount of corporate decisionmaking power and influence is typically held.25

NEDs are required to monitor the executives including the c-suite. The Code
sets out the role of the NED as follows:
“Non-executive directors should scrutinise the performance of
management […] They are responsible for determining appropriate
levels of remuneration of executive directors and have a prime role in
appointing and, where necessary, removing executive directors, and in
succession planning.”26
This description places emphasis on monitoring as a key responsibility of the
NEDs. They are expected to hold the executives to account. It is this part of
their role that leads some to described them as “policemen”.27 Their ability to
remove underperforming directors and to impact their remuneration has the
potential to cause tension in c-suite and NED relations.

The c-suite is the focus of this study because of their place at the top of the
corporate hierarchy. In terms of corporate strategy, research has shown that
strategies are often formulated by this small group of executives and then
presented to the board “almost as a fait accompli”.28 According to qualitative
research, it is a common view amongst the c-suite that only prescribed actions
take place in the boardroom.
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Board decisions take place elsewhere.29
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Research suggests that because the choices of the top leadership are highly
based on their own perceptions and interpretations, organizations come to be
a “reflection of its top managers”.30 This group (the c-suite) remains stubborn
in its lack of diversity.31

In light of the impact these companies have, both positive and negative, the
fact that corporate boards are dominated by White males is concerning for a
variety of reasons. Firstly, it develops and sustains normative associations
between leadership, gender and ethnicity. Secondly, it excludes a portion of
the population from taking part in decisions of national and international
consequence. Thirdly, it disproportionately disadvantages individuals on the
basis of their gender and ethnicity.

Understanding more about the

backgrounds of those who are in the top leadership positions, as this research
seeks to do, helps in understanding the extent of the problem.

2. The boardroom diversity landscape: the reality, the research and
the regulation
2.1. The reality: gender
It is nearly 10 years since the government commissioned Lord Davies to
review the issue of boardroom gender diversity.32 The Davies Review set a
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target of 25% women on FTSE100 boards by 2015.33 This was achieved.34
Since the Review, it is commonly thought that gender diversity in the
boardroom has greatly improved. Indeed, the number of women on FTSE100
boards has increased from 12.5% in 2011,35 to 32.1% in 2019.36 All male
boards within this group have been eliminated.37 Having achieved the target,
the goal has now been extended to 33% women by 2020 and includes the
board, the executive committee and their direct reports.38 This target has
already been reached in respect of the board, but has not been met in the
executive committee and direct reports.39

Progress on the wider board has deflected attention away from the much
slower progress made in the c-suite. Women accounted for only 9.7% of the
FTSE100 c-suite in June 2018, virtually unchanged for the previous 3 years.40
The situation is similar in the US where research has shown that “82% of the
firms with all-male executive officers found places for women on their boards
but not at the top of their management teams”.41 This does not suggest a
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sincere engagement with the objective of a genuinely diverse corporate
leadership. One interpretation could be that companies are willing to address
diversity issues for public relations reasons, and as a result of investor
pressure, but they do this by appointing NEDs and without diversifying any of
the seats of real corporate power.

Some have argued that even diversity figures for NEDs are not as positive as
they may initially seem. According to Adams et al, the percentages of female
representation provided by the Davies Review did not account for multiple
directorships and, if women directors are not counted more than once, the
figures in 2010 fall by almost a half.42 This argument is no longer as forceful
as in 2019 14% of women directors hold more than one seat, but this is
compared to 10.7% of men.43

Given the slow pace of c-suite change, it is arguable that there has been no
real change to the hands of power. In the 2017 Cranfield Report, the progress
of diversity at CEO level is described as “glacial”.44 Qualitative research
indicates that it is the view of those interested in the debate (boards, executive
search firms and other related parties) that focus should turn to the number of
women executives45 and to some extent it has.46 But overall the pace of
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change has been an average of only 0.46 percentage points increase in
diversity per year since 2015.47

The situation is also bleak among those companies in the

FTSE350.48

Research in 2018 found there to be no more women CEOs than there were
ten years earlier in 2008.49

In the FTSE 250, the proportion of female

executive directors dropped from 7.7% to 6.4% between 2017 and 2018.50
The UK is not alone in this lack of leadership diversity. The situation in
Australia is similar51 and in the US, just 14.2% of board seats are held by
women, significantly lower than the UK.52 The percentage of women chairs in
the US was marginally better than the UK at the time of the study, at 3.7%
compared to 3.1% in the UK.53 The European Women’s Lobby has stated:
“we are in danger of creating a two-speed system, where one half of the
boards meet demands for greater gender balance and the other half run the
company”.54
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The UK is among the EU countries that have made the most progress in terms
of wider boardroom gender diversity.55 However, the EU target level for
women’s representation is 40% which is 7% higher than the UK target of
33%.56 Seierstad et al suggest that the motivations for change in the UK
stemmed from European pressure to change and a “desire to get the EU off
their backs”.57 The advent of Brexit may have implications for the pace of
change in corporate diversity as the EU may no longer be able to exert such
pressure. The possibility of a downturn in the number of women appointed
post Brexit has been raised on the basis that industries may face turmoil, and
leadership will want to take fewer perceived risks (i.e. by continuing to appoint
White men).58

Norway is often cited as an example of boardroom diversity success since it
was the first to introduce a 40% quota in 2006.59 Quotas have also been put
in place in Columbia, India, Malaysia, Kenya, Austria, Belgium, France,
Germany, Greece, Iceland, Italy, Spain, Sweden and Israel.60

Other

measures to tackle the issue include Germany’s government sponsored cross
sector initiative “Chefsache”,61 Japan’s year of paid paternity leave for both
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parents62 and corporate disclosure based regulations, as in the UK and New
Zealand.63

But even in Norway and other jurisdictions where diversity

progress seems positive, there remain questions about the authenticity of
progress. In France, for example, the percentage of women on the board in
2017 was 40%, but there were only 2.7% women chairs.64 This is up just 0.2%
on the 3 previous years.65 In comparison to some jurisdictions, Europe is a
haven for board diversity. In Japan, for example, in 2017 only 4.1%66 of board
seats were occupied by women and in the UAE this figure stands at just 2.1%,
with no women chairs.67

2.2. The reality: ethnicity
In recent history gender has been more of a barrier to work than ethnicity.68
Research suggests that in the US, from 1950 to 2000, occupational
segregation by ethnicity declined more than gendered occupational
segregation.69 While this may be the case, in terms of the top business jobs,
there appears to be little improvement in the representation of BAME
individuals. Ethnic diversity is poor in the upper echelons of the FTSE 100. A
study conducted by Engage (a board-level networking and support platform
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for ethnic minorities) reported that 71% of those surveyed felt their ethnicity
had impacted their career.70 Unfortunately, there is a scarcity of research on
this issue, especially when compared with the abundance of gender-based
research. This may be because the scarcity of BAME individuals in the top
jobs makes any detailed analysis difficult.71 However, attention to this topic
has increased and, in a similar vein to the Davies Review, a 2016 report by
Sir John Parker (the “Parker Report”) has been carried out into ethnic diversity
on UK corporate boards. The Parker Report recommended that FTSE 100
corporate board have at least 1 minority ethnic director by 2021.72

Research shows that in 2018 there were just 10 BAME individuals that held
c-suite positions in the FTSE100; this amounted to just 3.3% of the total
possible positions.73 In the most recent UK census, 19.5% of the population
self-identified as an ethnic minority.74 In the 50-64 age bracket (the age range
many board executives are likely to fall into) the population percentage falls to
8%.75 This disparity is likely to grow as the minority ethnic portion of the
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population exhibits the highest rate of growth in a growing population.76 It is
estimated that the UK population in 2017 exceeded 66 million people, an
increase of around 10 million people since 2011.77 According to Business in
the Community, “by 2051, 1 in 5 people in the UK will be from an ethnic
minority background, representing a scale of consumer spending and political
voting power that business and government alike cannot afford to ignore”.78
This shortfall in the representation of BAME individuals shows no sign of
abating.79 Research suggests that for BAME candidates, the prospects of
improvement at executive level are actually declining.80

Minority women appear to suffer the greatest disadvantage.81 This is true of
the boardroom and of occupations more generally. In the US in 2017, July
31st was Black Woman’s Equal Pay Day, marking the amount of days into
2017 a Black woman needed to work in order to be paid the same amount as
a White male counterpart (based on 2016 figures).82 This is after controlling
for education, years of experience and location. Yap describes this as the
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“sticky floor” problem, in contrast to the well-known “glass ceiling” issue
commonly associated with gender more generally.83

2.3. The research
There is a vast amount of research in the field of boardroom diversity. The
majority of this research relates to gender. This includes government reviews,
industry reports and academic research. One research series influences all
of these categories and can be considered the cornerstone of boardroom
diversity research in the UK. These are the Cranfield School of Management
Female FTSE Reports, published almost every year between 2005 and
2019.84 These reports contain information on the gender makeup of the boards
of the FSE100 and FTSE350 as well as increasing research into FTSE100
executive committees.

The name, age, tenure, position and number of

directorships of each woman director is collated and analysed for the purposes
of commenting on and making recommendations about progression of the
issue of boardroom gender diversity. Most government reports rely on the
Cranfield reports, and it is referred to widely by academics and industry
specialists.

Government and industry research
The Davies Review, commissioned by the Government and published in 2011,
can be considered to be a catalyst for the attention boardroom diversity has
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received in recent years because of its target of 25% women on boards by
2015.85 This target was achieved and later supplemented and updated by the
Davies Review, Five Year Summary.86 Further government sponsored reports
into boardroom diversity include the Hampton-Alexander Review which set a
new target of 33% women in senior leadership positions by 2020.87 The most
recent report suggests that the FTSE100 is on target to meet this.88

In 2016, the Parker Report was published, which provides information at a
high level of abstraction on the ethnic diversity of the FTSE 100.89 It provides
some analysis and a recommendation for at least 1 ethnic minority director on
FTSE 100 board by 2021.90 Not specifically board related, but relevant nonethe-less, is the McGregor-Smith Review, which discusses race in the
workplace.91 Importantly, in both the gender and BAME reports, there is limited
analysis of the difference between executive and NED roles. That is a gap
this research seeks to fill.92 As part of a look at FTSE100 engagement with
diversity issues, Chapter 7 empirically analyses the extent to which these
reports are referred to in the annual reports of the FTSE100.
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A number of executive search firms (ESFs) have produced reports that look
closely at diversity. ESFs play an important role in the process of boardroom
diversity change and have even been labelled “accidental activists” because
of the impact they have or could have on the pace of change.93 There is some
pressure on ESFs to commit to diversity as part of their culture and recruitment
processes. Producing reports on diversity may go some way to establishing
this commitment.

A key report is the Green Park Leadership Report

surveying the gender and ethnicity of Britain’s top 10,000 leaders.94 Another
ESF, Egon Zehnder (popular with the FTSE10095) published a high-level
report into European Board Diversity.

This report provides comparative

information on the gender and ethnic diversity of boardrooms in 350 of the
largest companies (defined by market capitalization) in 17 European countries
and compares this further with a study of 550 of the largest companies
globally.96

In addition to ESF reports, there are also industry reports from consultancy
firms. Deloitte produced a study in 2017 (its fifth edition) in which it reported
on the gender diversity initiatives of 44 different countries worldwide, analysed
in conjunction with the diversity profiles of 7000 companies across those
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countries.97 McKinsey & Company produced an interesting study in 2016
focusing on women directors in America and the state of the talent pipeline.98
The report used data from 132 companies to analyse the promotion and
career paths of women in comparison to men.

A report published by The Pipeline (a company set up in 2012 to help
companies promote women executives) and supported by the 30% Club99
provides information relating to the role and value of women executives of the
FTSE 350.100 Research focusing solely on executives is rare and this report
provides some useful information about the roles women executives tend to
find themselves in. Qualitative research in this field is also rare but in 2016
KPMG produced a report in which senior women in business talk about their
board experiences.101

Academic research
Academic boardroom diversity research is abundant in many jurisdictions,
including the UK. The US is especially prolific. Much of this research contains
an empirical element, typically of a quantitative nature. Qualitative research
is relatively rare, presumably because it is difficult to gain access to board
members particularly in the top echelons of business, such as the FTSE100
or the Fortune 500. There have been some qualitative studies, such as the
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interviews Seierstad conducted with 19 women on Norwegian boards,102 and
the exercise in gathering board member perceptions of the “glass cliff”103
conducted by Ryan and Haslam.104 In Australia, Fitzsimmons conducted
interviews with men and women CEOs of large Australian companies;105 it
sought to gain a Bourdieusian understanding of how their childhoods affected
their value as measured by the CEO job market. Gaining this sort of access
to CEOs is extremely rare. Kanter’s important work from 1977 takes an in
depth empirical look at the many different roles, challenges and powers
assumed by the men and women of one pseudonymous US company and is
often cited by research in this field.106 In the UK there has been a multi-year
project involving interviews with 30 women and men aspiring to the boardroom
and detailing their experiences.107

The quantitative research is considerably more extensive. Through gathering
of data regarding board demography and corporate performance, a number
of theories seek to establish links between diversity and specific indicators of
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performance. Links are claimed between diversity and firm value108, corporate
reputation109, stock price110, risk taking111 and corporate responsibility.112 There
is quantitative research that attempts to establish differences between the
behaviour of both women and BAME directors compared with White male
directors113 and/or what they can contribute to the corporation or the board.114
An important strand of research discusses the similarities and differences in
the backgrounds of directors.115 Still further there are empirical research
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strands investigating the circumstantial similarities when women obtain board
appointments, from both an institutional perspective116 as well as an
organizational perspective.117

The theoretical research can largely be divided into research either supporting
a business case for boardroom diversity118, or taking a more social justice
orientated perspective.119 There is also a considerable amount of theoretical
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research into the causes of the lack of diversity120, as well as some research
focusing on the effect this diversity deficit creates.121

2.4. The regulation
A number of jurisdictions have turned to forms of regulation to address the
issue of board diversity.122

Regulation seeking to moderate corporate

behaviour can be considered a form of “regulatory capitalism”, a theory of forprofit companies that are legally and socially accountable.123 The approach
taken by the UK government to increase board diversity is set out in the
principles and provisions of the Code. The Code is semi-regulatory in nature,
which means that, as with the rest of the Code, the diversity elements are
formulated as guidance, and companies are required by law to either comply
with them or to explain why they have not.124 This is what is known as “comply
or explain” regulation. Seidl et al elaborate as follows:
“companies sustain their legitimacy through the appearance of
compliance with Code, provisions which are themselves based upon
perceptions of what are best practices […] Legitimacy of the company
120
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rests heavily on communication between the organization and its
various audiences. Companies who do not comply are expected to
see an illegitimacy discount to their share price”.125
Against the background of gender126 and, latterly, ethnicity targets127, the Code
guides relevant companies to take account of diversity in their appointment
policy, and the Listing Rules require companies to report on how they have
done this in their annual reports.128 There have been a number of iterations
to this guidance, but in the latest version, companies are guided to make
appointments on the basis of merit and objective criteria, which ‘should
promote diversity of gender, social and ethnic background’.129

Non-compliance with the Code is acceptable provided it is identified and
justified in the annual report. This provides companies with a number of
options: true compliance, false compliance, non-compliance with sufficient
explanation and non-compliance with deficient explanation. This form of soft
law is popular in many jurisdictions because of its flexibility.130 The idea behind
a comply or explain system is that it is iterative and adaptive, changing to
improve its fitness for purpose.131 This is evidenced in part by the fact that
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since its inception in 1998, there have been eight revisions to the Code.132 The
effectiveness of these guidelines in impacting upon diversity and the manner
of corporate compliance is central to this research, it is addressed throughout
the thesis with particular attention paid to its future use in Chapter 9.133

3. Thesis objectives
In light of the research that has been done and the gaps that have been
identified, this research seeks to contribute to the boardroom diversity debate
examining gender and ethnicity in the c-suite, both theoretically and
empirically. From a theoretical perspective, the research considers the c-suite
appointment process through the lens of Code guidance to appoint on merit.
This involves a consideration of merit, human capital and power theories, and
engages with sociological, management, economic and legal literature.

From an empirical perspective, the research has two strands.

Firstly, it

gathers and analyses profile data on the FTSE 100 c-suite, for both 2016 and
2017.134 Secondly, with reference to the guidance of the Code, it analyses
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corporate diversity statistics in light of corporate diversity policies provided in
FTSE100 annual reports from 2016 and 2017.

This combined theoretical and empirical approach seeks to add to the
boardroom diversity debate in four ways. It provides (1) a narrowing of scope
from the wider board to focus on the c-suite, (2) a widening in scope to focus
on gender and ethnicity, (3) a textual analysis of diversity according to
FTSE100 annual reports and (4) theoretical development regarding the
meaning and usage of merit and power.

3.1. C-suite focus
The focus of boardroom diversity research is typically on the wider board. The
Hampton-Alexander Review has shone more light on senior leadership roles,
but by aggregating the board, executive committee and their direct reports,
the c-suite manages to escape much direct attention.135 While there is benefit
to examining general board diversity, the stagnant nature of diversity in the csuite has been masked under the glow of NED progress. The board, as a
unified group, does oversee the decisions of management, but they have
limited input into those decisions.

It is the executive or management

committee that make the decisions and then seek approval from the board,
who tend to grant it. The c-suite are the top of the hierarchy in both the board
and the executive and their power is considerable. The Chairman is not
typically included within a standard understanding of c-suite, given their non-
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executive status. However, they are included within the definition used here
due to their significant power and influence over the board and the CEO.136

The diversity of the c-suite matters for at least three reasons. Firstly, their
decisions impact the lives of most people, yet at present the c-suite members
only represent part of the population. Secondly, a less tangible but potentially
more problematic issue is the picture this presents to the world about who
does and can have power. Thirdly, at an individual level, opportunities for
men, women and minority ethnics are unequal.

Empirical research in this

field can be challenging, with the scarcity of women and BAME individuals
making comparisons difficult.137 However, the research conducted here looks
at sufficient numbers of individuals as well as sufficient variables beyond
gender and ethnicity to enable it to distinguish other avenues of similarity and
difference in order to make a unique and meaningful contribution to the
debate.

3.2. Scope of diversity
As already discussed, a large proportion of the research on boardroom
diversity focuses solely on gender. To the extent research does consider any
wider diversity issues, it is typically in a broader context, such as the
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workplace.138 Both gender and ethnic diversity is considered here, as well as
age, nationality, education, family and personal life.139

It is thought that

considering the issue more broadly will help to produce a more complete
picture, which is necessary when considering how to make progress on this
issue.

It is important to note that gender and ethnicity are not the only

categories of diversity worthy of attention

There are many other protected

characteristics which are likely to disadvantage potential applicants.
However, other aspects of diversity are not considered in depth by this
research because of the lack of available information. Information regarding
sexuality, disability or religiosity, for example, is not immediately obvious or
publicly available.

In some cases, likely size of such samples would also

prevent the drawing of viable conclusions.

Although currently there is much more literature to draw from in terms of
gender diversity, this may be in the process of change as it is now well
recognized that there are many questions to be answered in relation to other
types of diversity.140 However, many of the issues women and BAME
individuals face may be comparable, and the extent to which they are will be
considered here. For instance, 81% of senior women felt their gender had
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been a barrier to their career,141 and research shows all BAME groups are
“more likely to be overqualified than white ethnic groups but white employees
are more likely to be promoted than all other groups”.142

3.3. Textual analysis of annual reports
When this research started there were no examples of research into corporate
policies on diversity as set out in the corporate annual reports required under
the Code. This was a significant gap in which analysis could be conducted to
provide insights into corporate approaches to diversity and the effectiveness
of the Code. This part of the research commenced in 2016 and set out to
address this gap. In 2018 the Financial Reporting Council (FRC) issued a
report which provides information on how FTSE350 companies address the
diversity requirements of the Code in their annual reports.143

While the

research in this thesis also seeks to address this identified gap in knowledge,
it takes a different approach. The FRC research breaks down the Code into
a series of diversity requirements and measures the extent to which
companies apply all requirements.144

In contrast, a more interpretive

approach is taken here where investigation is made into how companies
choose to define and frame their commitment to diversity. This is the first time
this approach has been taken to analysing corporate diversity. When it is
combined with c-suite profile data, it provides a unique insight into how well a
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company’s official position on diversity tallies with the requirements of the
Code and the reality of corporate c-suite diversity.

3.4. A new theoretical approach
Merit is central to the Code’s guidance on diversifying appointments to the
board which specifies they “should be made on merit”.145 There is limited
research that considers the meaning of merit in this context and its application
is problematic for a number of reasons. This is considered in detail in Chapter
4. An analysis of what constitutes merit can help to further our understanding
of who is appointed to boards and why. An assessment of merit has several
facets. Firstly, there is the flexibility of its application, due to the nature of
human decision making. This is considered in light of behavioural economic
research.146 Secondly, the concept of “human capital” is often used as a
measurement of merit, and this thesis considers the flaws in this approach.
Research by Terjesen et al goes into depth about the backgrounds of
corporate directors for the purposes of assessing their human capital.147 But
Terjessen’s focus is on NEDs; as an empirical study it samples all the
available women and only a small proportion of the available men, which
arguably produces a picture that is skewed and unreliable. A study in France
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on the legitimacy profiles of women on the board also has the same
limitations.148

While merit has an important role to play in obtaining appointments, power
has a critical role in retaining them. This research will also apply the theories
of Finkelstein relating to power measurement149 for the purposes of identifying
differences in power levels between c-suite board members. This appears to
be the first time this approach had been used in the context of boardroom
diversity. It is thought that the combination of the application and analysis of
these theories will make a unique contribution to the boardroom diversity
debate.

4. Structure of the thesis
The thesis proceeds as follows. Chapter 2 examines some of the more
prominent theories on the causes of and reasons for addressing the board
diversity issue. Chapter 3 begins by exploring the role of the corporate board
and, in particular, the responsibilities and expectations of the c-suite; it goes
on to examine board appointment processes and what is expected of
appointees at this level from a human capital perspective.

Chapter 4

considers the concept of merit as one of the key considerations set out by the
Code for making a c-suite appointment; the Chapter then discusses how board
appointments are retained, and the need for a consideration of relative power
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in relation to this issue. Chapter 5 sets out the methodology for both of the
empirical studies in this thesis. This includes the process of data collection
and analysis. Chapter 6 presents the empirical findings in relation to the
profile data gathered on c-suite directors. Chapter 7 presents the empirical
findings from the analysis of corporate annual reports and their positions on
diversity. Chapter 8 analyses the key findings of both empirical studies in light
of the theoretical perspectives discussed in Chapters 2, 3 and 4. Chapter 9
concludes with a discussion of the possible ways in which c-suite diversity
could be tackled in light of the problems identified by the research.
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Chapter 2
Boardroom diversity: theories of cause and motivations for
change
There are an abundance of theories and suppositions on the causes of the lack
of boardroom diversity and the rationales for seeking change. The causes can
be grouped into three key themes: cultural, practical and environmental.
Research examining the rationales for improving boardroom diversity are often
categorised according to whether they apply a business-based or social-justicebased reasoning.

The objective of this chapter is to critically consider the

theories of cause and to assess the strength of the arguments given in support
of the rationales for change. This chapter argues that some of the most dominant
arguments for why boards are not more diverse (and why they should be) are not
convincing and are potentially damaging. It argues for change on the basis that
diversity of ethnicity and gender will provide diversity of perspectives and this is
not only beneficial for decision making but importantly, it is the right thing to do
independent of its impact on business.

1. Why do boards exhibit such lack of diversity?
1.1. Cultural barriers
Societies develop over time, creating norms of behaviour and culturally
engrained attitudes.1 This can lead to two forms of discrimination; (1) overt, taste-

1
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based discrimination, and (2) statistical discrimination, based upon stereotypes.2
Both can impact access to opportunities. These norms also lead to a third
cultural barrier; that of differences in demand that impact upon participation in
opportunities. These three cultural barriers are considered below.

Statistical discrimination and stereotypes
According to the theory of rational choice, employers looking to appoint someone
to fulfil a certain role will only consider those most likely to help them achieve
their objective.3 This is likely to be maximization of profits.4 The theory of
statistical discrimination (also known as “second generation bias” 5) notes that
employers do not have perfect information about profit maximization and so they
will often rely on beliefs and perceptions to make their decisions.6 For example,
if employers believe men are more productive than women, they will use these
observable characteristics in place of any direct or factual information about
productivity or efficiency.7 Research into the usage and impact of these decision
making shortcuts (known as heuristics) is considered in Chapter 4.8

Such

discrimination may be unintentional, but that does not make it less damaging.9
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Statistical discrimination typically arises from stereotypes.10 According to social
identity theory, because boards are predominantly made up of White males,
directors will be defined according to that image “reinforcing group boundaries
which exclude non-directors, non-whites and women, who normally only enter
the boardroom as service providers”.11 Social role theory suggests that boards
are “bound by roles related to gender, derived from consensual societal beliefs
about the attributes of women and men”.12 Even though the unconscious
intention is to preserve the space for in-group members, the effect is the same
as if the intention had been to exclude non-group members.13 Both women and
ethnic minorities feel the impact of this, ethnic minority women especially
because they display two non-group characteristics.14

On one level the persistent resistance to diversity movements stem from the idea
that there are natural differences between men and women, cultures and
ethnicities.15 There are numerous ideas about gender differences including
research that suggests women lack certain managerial skills such as task
10
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orientation and aggression,16 are less confident than men17 and are more risk
averse than men.18 Research has found that, while the high risk roles may be
selected by fewer women than men, those who do select them do not differ from
their male counterparts in their risk appetite.19 This contrasts with research
claiming there are natural differences in aversion to risk between men and
women who serve on boards.20 Much of the research supporting the idea of
fundamental differences, even that of a scientific nature, is founded on concepts
of appropriate roles that have become social norms.21 Research on CEO’s has
shown that shareholders respond negatively to the appointment of women
CEOs.22 This was partly attributed to media focus on extraneous information
such as family, when appointments were made to women.23

Pointing to natural differences deflects responsibility for promoting and
engendering diversity away from corporations. For example, in an analysis of
the childhoods of Australian CEOs, a number of divergences in the childhood
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habits of men and women were identified, resulting in different levels of human
capital.24 The article suggested that this meant it was for society to address the
disparity and not business, thereby absolving corporate responsibility.25 This
perspective fails to address the possibility that there are ways to define and
measure human capital that are missed if seeking to identify difference.26 It is
convenient for those who benefit from the status quo to view the status quo as
part of the natural order of things.

Stereotypical views of gender roles can also restrict behaviour, such as in the
“double bind” scenario.27 Specifically, the femininity/competence bind, where
femininity is associated with incompetence so in order to project competence,
non-feminine traits must be exhibited. However, non-feminine traits in women
are often negatively perceived. Research shows that women in boardrooms
were stereotyped as “men in skirts”, “aggressive” or “ineffective” according to
how much they spoke up during meetings.28 Ely examined the effect of gender
demography within companies and found that women working in male dominated
firms had to choose between changing their behaviour or the possibility of a
promotion.29 Eagly described it as follows:
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“because of the double bind, people may resist a woman’s influence
particularly in masculine settings. Sometimes they resist because they
think she lacks communion, so they don’t like her. Sometimes they resist
because they think she lacks competence, so they don’t respect her”.30
The result is fewer senior women and the reinforcement of notions regarding a
supposed deficiency in women’s attributes.

Such attitudes are not only

damaging at a gender relationship level, but between women can also breed
resentment where it is thought that those who have been successful have
become so by abandoning their own gender.31

US research has shown that some black male CEOs may also be subject to a
version of the double bind as a consequence of their “baby faces”.32 This is known
as the “teddy bear effect”, and contrasts with research that suggests a baby face
was a liability for White men in positions of leadership.33 The theory posits that
Black males benefit from a baby face because it acts as a disarming mechanism.
Supposedly this “mitigates feelings of anger, envy or resentment among whites
who might otherwise feel threatened by powerful black men”.34 These double
bind theories suggest that, in order to get ahead, women have to appear more
like men and Black men have to appear more like White men.35 One difference
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being that women may be restricted when they do but there is no evidence of this
for Black men.

Taste-based discrimination
Becker labels the differential treatment of individuals for reasons that concern
particular characteristics, such as race or gender as “taste discrimination”.36
Such discrimination appears prevalent at many levels. For example, US public
opinion polls from 1953 to 2006 showed that every year male bosses were
preferred to women by a very large margin.37 Discrimination extends far beyond
the appointment process into everyday work-life experience. These experiences
include fear of negative stereotypes or judgements about their interactions38 and
the need to work hard to counter these judgements.39 Discrimination can be
considered taste-based even where the tastes are indirect. For example, an
employer who is acting on the tastes of his other employees in not appointing
ethnic minorities is inflicting taste-based discrimination.40 Research suggests
that this discrimination particularly impacts Black women.41
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Whether direct or indirect, taste-based discrimination can be distinguished from
statistical discrimination because of its overt reliance upon personal
characteristics as a cause for differential treatment.

In contrast, statistical

discrimination is subconscious and often stems from a desire to preserve
opportunities for members of one’s own ethnic and gender group.

Arrow

questions the existence of such discrimination in corporations at all, on the basis
that attributing ‘taste’ to a non-human entity is problematic.42 However, it is
argued here that the actions of corporations are the aggregation of the actions of
individuals associated with that corporation and as such, taste-based
discrimination is possible.

Taste-based discrimination is hard to eliminate because it is easy to disguise. A
company may choose to hire John Smith over Jane Smith because of their
gender but the reason claimed may be ‘merit’ or ‘fit’. This is not helped by
appointment processes being typically very opaque.

In investigating

discriminatory intent cases in the US, Edelman discovered that organizational
processes and structures such as appointment policies and procedures or
unconscious bias training “become proxies for non-discrimination because
discriminatory intent is unobservable and difficult to prove”.43 On this basis, it is
arguable that the appointment of women to precarious “glass cliff” positions is
an example of taste-based discrimination.44
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Taste-based discrimination has been uncovered on a wide scale. Research in
which almost identical job applications were sent out (the only difference being
in the name of the applicant) found that the applicants with White sounding
names received a significantly higher response rate.45 Such experiments have
been repeated several times and in different jurisdictions - all with similar
results.46

Taste-based discrimination may also be in operation within the

financial markets as research suggests that investors devalue companies with
women on the board.47 Specifically, research found that “companies with at least
one woman on their board were valued at 121% the book value of their assets,
while those with all male boards were valued at 166% the book value”.48 In
contrast, research on the Italian stock market on the day board gender quotas
were mandated, revealed increases to the value of firms who would need to add
more women in order to comply.49 This was despite no information as to the
identity of the women to be appointed. Clearly discrimination is highly context
dependent.
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Differences in demand
Norwegian research claims that the difference between the participation of men
and women in the boardroom, prior to the implementation of the 2006 quota in
Norway, was not attributable to discrimination.50 The difference was attributed to
women “self-selecting” careers that ruled them out of the running for the
boardroom. There are thought to be numerous ways an individual may selfselect away from top jobs. One argument is that women choose not to seek out
high profile jobs because they are naturally more risk averse than men.51 The
support for this claim is limited.52 Another self-selection argument is premised on
gendered appetite for competition. Nierderle et al found that women were less
likely to put themselves forward for jobs in a competitive selection scenario.53
However, if these self-selection issues are gender-based, BAME women should
not be more disadvantaged than White women in terms of promotion prospects.
Evidence strongly suggests that they are.54

Self-selection decisions are often based upon social norms that perpetuate the
diversity problems, and they do not constitute a reason to merely accept a
difference in demand between genders and ethnicities. For women and BAME
individuals, experience of discrimination (statistical or taste-based) is likely to
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affect choices from very early in their lives. Where the likelihood of achieving
certain careers is minimal, there may seem little point in investing the time and
effort into the relevant education.

Research suggests that self-selection of

careers is an issue that affects women more than BAME individuals.55 It claims
that the BAME response to discrimination in appointments is to cast their net
wider in their job search but that women have a relatively narrow pool of job types
to which they will apply.56

It is unlikely to be a coincidence that where employers are male dominated with
few women role models, women’s level of ambition is lower.57 If women or BAME
individuals were able to identify with or recognize their own values in what they
see above them, their career progression may be more swift.58 According to
Sealy et al, “women express a need to see ‘someone like me’ above them, in
order to believe in their own chances”.59 Relatedly, empirical research shows
that the presence of influential women on a board significantly affects the
appointment opportunity of other women.60 This supports the idea that the board
appointment process depends on a variety of factors, including the availability of
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mentors and role models, but also that “diversity begets diversity”.61 Far from
being purely theoretical, this can be seen in practice. Donald Arnold an ethnic
minority and the CEO of Carnival corporation (listed on both the FTSE100 and
the NYSE), replaced “7 out of 9 senior leaders, 4 of which were replaced by
women and one BAME individual”62.

Another prominent self-selection argument relates to family norms. Swedish
research indicates that women directors have fewer children than is typical of
women in the general population.63 In the US, across industries and professions,
motherhood does not reduce women’s participation in the workforce, but it does
impact women’s position.64 This has been described as “society’s failure to
accommodate to the realities of its workforce rather than a signal of mothers true
preference”.65 When viewed from a father’s perspective, their available choices
regarding childcare have a big impact on themselves and on women. Even if
parental leave is available to them, a working culture that frowns on taking it may
well prevent them from sharing these duties. Japan has the “most generous paid
paternity leave in the world” but this does not prevent it from being vastly
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underutilised by men because it is felt to be unacceptable.66 In the UK, shared
parental leave is an option but the uptake of this is around 2%.67

Framing the statistical career differences between genders as based on
preference is unhelpful if both genders are not faced with the same choices. It
disregards the evidence showing that the opportunity to choose paths leading to
a particular type of career are less available68, more restricted69 and less
supported70 for women and BAME individuals. Preference terminology is only
helpful in so far as it relates to their disempowered preferences.
something to be rectified, not accepted.

This is

The preference discourse was

considered in US research examining gender discrimination cases where the
court found the woman’s exclusion from non-traditional jobs was a matter of
choice and not discrimination.71 The research argued that the preferences
attributed to women by the courts excluding them from non-traditional jobs, were
the courts validation of sexist views and an inaccurate portrayal of women.72 On
that basis “if women’s work orientations are attributable not to their individual
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characteristics but rather to the structure of mobility and rewards attached to jobs,
then the solution is to change the work structures”.73

1.2. Practical barriers: pipelines and networks

Pipeline
The pipeline of talented women and BAME individuals is commonly referred to
as the main barrier to their greater representation in the boardroom.74 Prima
facie, there is a 9% gap in the number of employed working age women when
compared with working age men in the UK.75 Self-selection issues aside, the
pipeline concern cannot be justified on the basis of this 9% gap. The gender gap
in the c-suite and the board is considerably larger. The Chair of the Institute of
Directors, has called the claim that it is difficult to appoint women and ethnic
minorities to boards “a lie”.76

The pipeline concern is typically framed as a threat to meritocracy, i.e. if the
pipeline of talent (be that woman or ethnic minority) is not of the right standard,
appointees may end up replacing competent men with mediocre women and
BAME individuals. There is little evidence to support the threat to meritocracy
argument (this is explored in more detail in Chapter 4’s discussion of
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meritocracy). In contrast, some argue that lack of diversity is helping mediocre
men remain in positions over more competent, more diverse candidates.77

According to the 2015 Davies Review there are “plenty of credible, experienced
women willing and capable of serving on British boards. The big hurdle to
overcome was getting them appointed”.78 Similarly, a US survey shows that there
are many women, “ready, eager and capable of serving as effective board
members”.79 In order to help counteract the perception of the struggling pipeline,
Cranfield School of Management report annually on “100 Women to Watch”, and
describe the “broad and deep female talent pool”.80 Similarly, the Davies Review
group also produce a report that showcases a selection of women serving on
boards or ready for appointments, from a variety of career paths.81 For ethnic
minorities, there are projects aimed at promoting and supporting BAME
professionals and providing access to suitable candidates, such as the Network
for Black and Asian Professionals,82 the Black British Business Awards83 and
Race for Opportunity.84

77

Institute of Industrial Economics Working Paper, Gender Quotas and the Crisis of the
Mediocre Man: Theory and evidence from Sweden (No 985, 2013)
78
Lord Davies of Abersoch, Women on Boards (2011), 18
79
Hugh MJ Colaco, Paul Myers and Mindell Reiss Nitkin, 'Pathways to leadership: board
independence, diversity and the emerging pipeline in the United States for women directors'
(2011) 8 International Journal of Disclosure and Governance 122 140
80
Cranfield University School of Management, ‘100 Women to Watch 2015’ 1; Cranfield
University, ‘Cranfield 100 Women to Watch supplement’ (2018)
81
Davies Review, ‘Inspirational Women in Business’ (2015)
82
'Network for Black and Asian Professionals' <http://www.nbp.org.uk> accessed 12
Novermber 2018
83
'The Black British Business Awards' <https://thebbbawards.com> accessed 27 July 2019
84
'Race for Opportunity' <https://race.bitc.org.uk> accessed 27 July 2019

64

Empirical evidence also casts doubt upon the pipeline argument. A 2010 study
of 4,143 MBA graduates who were, at that time, employed in for-profit
companies, reported that women lagged behind men in advancement,
compensation and career satisfaction despite being equal to and sometimes
surpassing men in graduation.85 In the UK in 1994 there were more women than
men graduates from business and administrative studies courses.86 A 1994
graduate or post graduate would likely be in their early to mid 40s in 2016,
arguably a suitable c-suite age. From a US perspective, in 1986 31.1% of MBA’s
were awarded to women, almost 20% higher than a decade before.87 Given the
evidence against the pipeline argument, and the many statements refuting it as
an issue, it should no longer be used as a justification for lack of diversity.

Networks and mentors
Networks are a more convincing reason for the lack of board diversity. Networks
are key to career progression and this applies widely, not just at board level.
Granovetter’s classic work on the impact of social networks in finding jobs
demonstrates that those who have broader and deeper networks have more
career choices and achieve more desirable positions.88 In 2013, Gaughan found
that those gaining their first FTSE100 appointment, invariably had a large
network of connections indicating they were well known and with an established
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reputation.89 A US study found that women believe that the development of a
network is the single most important factor in attaining a board position.90
Unfortunately, there remains what is often described as the “old boy’s network”
at the top echelons of UK business.91 Some argue that its presence serves to
“preserve and enhance rewards for males at the top”.92 Social cohesion theory
suggests appointment to board positions is influenced by a candidate’s ability to
contribute to the network and while that network remains dominated by white
men it is hard for women and ethnic minorities to penetrate it.93 Research by
Ibarra suggests that the problem is partly due to gender difference as women
split their friendships and their work resource networks, whereas men combine
them, and men are simply better at developing useful professional contacts.94
Ibarra’s research does not consider whether these findings would be replicated
if men and women were equally represented in senior positions.

There are processes designed to combat the ‘old boy’s network’.

The UK

Corporate Governance Code (the Code) requires boards have nomination
committees, constituted mainly from independent non-executive directors
(NEDs).

However, a study found that, despite the presence of nomination

committees, 55% of board members felt that it was the CEO who had the most
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influence on nominations, with the committee having limited impact.95 This study
is over 25 years old, but more recent research continues to support the existence
of the old boy’s network and its impact on the nomination process.96

Beyond the boardroom, networks serve as forums in which race and gender are
used to rank network members.97 This is due to the underrepresentation of
women and BAME individuals in certain fields of employment. Studies have
shown that, because they are concentrated in lower status jobs, this impacts
upon their ability to access the necessary networks to improve their job status
and reinforces the stereotypes regarding what these groups want and can
achieve.98 According to Granovetter:

“Blacks are at a disadvantage in using informal channels of job
information not because they have failed to develop an informal structure
suitable to the need, but because they are presently underrepresented
in the structure of employment itself. If those presently employed in a
given industry or firm have no black friends, no blacks will enter those
settings through personal contacts”. 99
Mentors are also considered important in gaining a board position. Research on
Australian CEOs has shown that mentors appear to be more instrumental for

95

Jay W Lorsch and Elizabeth MacIver, 'Pawns or Potentates: The reality of America's
corporate boards: Harvard Business School Press' (1989) Boston, MA cited in Cranfield
University School of Management, The Equality and Human Rights Commission, ‘Gender
Diversity on Boards: The Appointment Process and the Role of Executive Search Firms’ (2012)
22
96
For example, Annie Pye, 'The importance of context and time for understanding board
behavior: Some lessons from social capital research' (2004) 34 International Studies of
Management and Organization 63; and Annie Pye and Andrew Pettigrew, 'Studying board
context, process and dynamics: some challenges for the future' (2005) 16 British Journal of
Management S27
97
Elliott and Smith (n 41) 368
98
Alexandra Kalev, 'Cracking the glass cages? Restructuring and ascriptive inequality at work'
(2009) 114 american Journal of sociology 1591 1592
99
Granovetter (n 13) 133

67

women than men.100

Lloyds Banking Group introduced a sponsorship

programme in 2017, pairing women with influential leaders.101 These women
were 5 times more likely to get promoted than women who weren’t on the
programme.102 However, UK research suggests that 40% of men have mentors
compared to only 11% of women.103 It has been claimed that men are more
comfortable mentoring men and that the mentoring relationship is more effective
where the parties have things in common.104 Research following the Harvey
Weinstein scandal, and resulting #MeToo movement, suggests that “almost half
of male managers are uncomfortable participating in a common work activity with
a woman, such as mentoring”.105 When men do mentor women, it is thought they
offer less psychosocial support than when mentoring men.106 Sticking to mentors
and mentees of the same gender or ethnicity is known as type-based
mentoring.107 It may perpetuate the current level of diversity in the upper ranks
of business.
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Many companies have mentoring programs, but research questions how
effective they are.108 More senior men than women, combined with a male
reluctance to mentor women, results in a bottleneck. Resolving this reluctance
seems unlikely while the media continue to frame women as intentionally
victimizing innocent men. Tarana Burke, the founder of the #MeToo movement
(intended to empower and support women) claims it is being framed as a gender
war, or a witch hunt against men.109 This growing atmosphere of fear is
detrimental to male-female mentoring relationships.

1.3. Environmental factors
There is a body of research exploring the effect of institutional systems on change
in boardroom diversity levels. Terjesen and Singh found that, globally, “countries
with higher levels of female representation in legislature, senior officials and
managers, are more likely to have women on their corporate boards”.110 A
negative correlation was found between a longer history of elected women
officials and women on boards, suggesting that time could breed complacency
when it comes to diversity.111 Research comparing 36 countries claims women in
politics is an antecedent to, and has a strong correlation with, women on boards
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in that country.112 US research has found that companies with headquarters in
states considered more progressive, with policies intended to protect women’s
freedoms of choice and from discrimination, have more women on their
boards.113

At a more general level, research suggests that up to 50% of the variation
between nations regarding the proportion of women on boards is attributable to
national institutional systems, by which they mean national economic, legal and
cultural systems.114 Culturally, occupations are segregated according to gender
and despite increases in women’s workforce participation, the lines of
segregation remain robust. According to Padavic et al:
“despite World War II, the women’s liberation movement,
antidiscrimination laws and affirmative action, the most common
occupations for women at the turn of the twenty first century were almost
identical to those that employed women in 1940”.115
Seierstad et al found that the chances of a successful “women on boards”
initiative, depended upon the existence of political support from several political
factions.116 Success is most likely when political support is combined with a
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discourse based on both business and societal interests. Similarly, Iannotta et
al found that institutions were highly determinative of the level of boardroom
diversity.

In particular welfare, labour and cultural institutions reinforce or

undermine gender equality progress.117 It is of little use making changes to the
labour market that aim to increase the number of women in the workplace if no
concomitant changes are made to welfare and cultural institutions.

From an economic perspective it is clear that monetary incentives are different
between genders and ethnicities. UK research shows that women stop earning
for their work on the 4th of November each year, when compared to the yearround wages of men.118 A 2014 report suggests male directors took home an
average of £21,084 per year more than women directors and on top of this is a
bonus gap of over £10,000.119 I n the US women are not only paid less but receive
fewer perks, such as leave for training and education, and this applies not just to
women at the top but throughout the business.120 According to Catalyst,
differences in salary cannot be ascribed to differing aspirations between genders
or to parenthood.121

The gender pay gap persists through all levels of work and business. Adams et
al use it as a proxy for the discrimination within the labour market.122 Research
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has shown that countries with a smaller pay gap fared well in terms of women’s
representation on boards.123 One potential cause for this could be the correlation
between pay and perception of ability. Where individuals are paid the same for
the same work, there may be a perception of parity of ability that will be reflected
in promotion prospects and could therefore filter upwards towards the
boardroom. An analysis of the remuneration of the FTSE100 c-suite can be
found in Chapter 7.124

There is less data on the ethnicity pay gap because companies are not currently
required to report on it.125 It is a complex issue due to the range of ethnicities
and the categorisation of people.

At a workforce level, it is reported that

“Bangladeshi and Pakistani households earn about a third less on average than
the median for White families”.126 For Black African families the difference is
about a fifth less than the median White family.127

2. Rationales for change
Discussion about the normative reasons for improving board diversity is prolific.
There is clear division between advocates of the business case for diversity and
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advocates of more social justice focused reasoning. Below is a consideration of
both categories from the perspectives of gender and ethnicity.

2.1. Business performance
The business case for board diversity refers to a performance driven motivation
for change and has been championed by government, academics, industry and
businesses alike.

It has been the position of the Davies Review since its

inception in 2011, and reiterated in the 2015 five-year summary, which stated
“the business case is even stronger today” and says it is no longer as necessary
to refer to it.128 The Hampton-Alexander Review have claimed the business case
is ‘well-known’ amongst business leaders, and the lack of diversity that is
incongruent with this knowledge is the “Knowing-Doing Gap”.129 The Institute of
Directors listed boardroom diversity as a key priority for corporate governance in
2015 for the sake of business performance.130 A study of FTSE350 companies
claims to show that profit margins are doubled when the executive committee is
at least 25% women, when compared to all male executive committees.131
Helena Morrissey, co-founder of the 30% Club, calls boardroom diversity “a
business issue, not a women’s issue”.132 And in 2019 the rhetoric is still going
strong. According to Carolyn Fairbairn, Director General of CBI
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“the case for workplace equality is water tight: companies with diverse
boards perform better. Embracing diversity is one of the greatest
opportunities available to business today – bridging the gender gap alone
could add £150 billion to the UK economy by 2025”.133
Despite all the talk, many researchers have found no link between the presence
of women on boards and firm performance.134 These conflicting positions have
led the EU Select Committee to recommend the link between profitability and
gender be discarded.135 Yet there seems an indirect but irrefutable business
imperative to improve diversity because of investor pressure. A recent report
from the Investment Association (the trade body for investment managers, who
together manage over £7.7 trillion assets)136 have publicly shamed a large
number of companies for not having sufficiently diverse boards.137

An empirical study of US management literature in the mid 1980s to mid 1990s
revealed that profit was the most frequently cited reason for improving
organizational diversity.138 Some believe that profit based reasons are relied
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upon because social arguments are not accepted.139 Transforming what are
primarily legal ideas into managerial concepts can be referred to as
managerialisation.140

The process weakens legal ideas but makes them more

easy to incorporate into organisations.141

Business performance reasoning can be subdivided into two categories of
reason: agency theory and stakeholder theory.142

Agency
Agency theory reasoning in the board diversity context is based upon the
perception of “outsideness” that women or BAME individuals bring to the board.
“Outsideness” is supposedly beneficial because it brings different perspectives,
ideas or independence to the board.143 This category of reasoning typically seeks
to quantify the value added by diversity or link it directly to firm financial
performance, often using maximums or minimums.144 For instance, there is
research which claims that the link between diversity and performance is
curvilinear.145 It argues that there will be a negative effect in groups that are
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balanced in terms of diversity “because neither group is dominant and both are
struggling for control”.146

It is helpful to drill down into the sub-categories of agency-theory-based reasons
in order to understand what specific benefits are purported to arise from
outsideness.

Some research suggests that it is the independence of women directors that adds
value to a board.147 This independence stems from their underrepresentation
and therefore could be extended to BAME individuals. Some argue that genuine
diversity of race, gender and other dimensions could be an effective proxy for the
independence of a board.148 It is thought that more diverse boards are tougher
monitors than less diverse boards, perhaps because diversity mitigates the
likelihood of the CEO having a board full of friends. This theory is supported by
research finding direct evidence that more women on boards lead to a greater
level of accountability for the CEOs to stock price performance.149 However, this
reasoning does not necessarily provide grounds for increasing the diversity of
the c-suite, as they are not required to be independent.
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The Parker Report cites the avoidance of groupthink as one of two internal
benefits of increased ethnic diversity in companies.150 It is thought that a diverse
group of individuals make higher quality decisions on the basis that they bring
a greater variety of perspectives and a broader knowledge and expertise base to
this decision making.151 This may be a consequence of the interaction between
decision making and social categorisation, as found by Van Knippenberg et al.152
The impact of this interaction is thought to be dependent on there being enough
of those from under-represented groups for them to speak up. For women the
critical mass is thought to be three.153 In contrast, there is research suggesting
that where the proportion of women on executive management teams exceeds
20% of the total, there is a negative impact on firm performance.154 Whether
critical mass theories can be applied to ethnic minorities is unclear and requires
further research.

There is also research suggesting diversity hampers decision making. This is
sometimes referred to as the social categorization perspective.155 Hambrick
found that, although heterogenous groups were better at making decisions, this
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came at the expense of slower and less responsive decision making.156 Mannix
et al claim that improved decision making may only be achievable if the group
can overcome the difficulties that diversity presents in terms of social
processes.157 This is reflected in the board appointment policy of United Utilities
(a FTSE100 company) 2017:

“board directors need to work together effectively for the good of the
company and, in short, they need to get on with each other, clashes of
personality are to be avoided as they do not facilitate constructive debate
and challenge or effective communication.”158
This perspective argues that diversity presents barriers to communication and
information dissemination that not only prevent better decision making, but lead
to increased conflict and turnover; this draws groups ever back towards
homogeneity,159 echoing Kanter in her 1977 research.160 Granovetter describes
the problem as a trade-off between higher productivity due to group solidarity and
the perpetuation of systematic inequalities.161

Increased creativity and innovation are predicated on increased information
exchange resulting from non-homogenous groups. According to Arnold Donald,
CEO Carnival plc,
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“innovation, by definition, is thinking outside of the box. If you bring people
together from different backgrounds and different cultural experiences who
are organised around a common objective, you’re far more likely to create
breakthrough innovation than a homogenous group”.162
This idea seems sensible, but research shows that groups tend to focus on
commonly held information and are reluctant to share new information.163 This
issue may be exacerbated where the group is constructed of outsiders who do
not feel comfortable enough within the group to further highlight their
“outsideness”.

It has been argued that a temperance in risk taking, particularly in the financial
industry, would be a positive change.164 This was one of the motivations put
forward by the Davies Review, possibly influenced by the media pressure
following the financial crisis of 2008.165 Since that period, the media have often
presented a negative image of male boardroom domination and its links to the
financial crisis.166 However, it is far from obvious that women do actually impact
upon risk taking in a categorizable way. Adams and Funk found that empirical
evidence does not support the conclusion that women make boards more risk
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averse.167 Similarly, research on US board diversity and decision making over a
14-year period, established no link between gender and risk.168 There is no
research into an ethnicity and risk association.

Some suggest that the proportion of women on boards relates positively to
improved corporate social responsibility.169 The suggestion is that women
directors exhibit more sensitivity towards others, which results in better
consideration of wider issues. Research also suggests that women are more
conscientious

about

attendance

at

board

meetings

than

their

male

counterparts.170 However, this may have more to do with the level of scrutiny that
women directors are under, forcing them to toe the line more carefully.

There

appears to be no ethnicity focused research into either ethical performance or
conscientiousness.

Stakeholder
Reasons for improved diversity pertaining to stakeholder theory are those that
focus on the board composition as a whole and how it relates to the company’s
stakeholders. It does not look at what minority directors, as individuals, can do
for the board. From the stakeholder position it is thought that more diverse
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boards are good for business on the basis that they are more representative of
their stakeholders and from this they gain a better reputation and reduced
workforce cost.

One key strength of this perspective is that it does not require a link between
diversity and performance.

Having a diverse board is thought to benefit a

company’s reputation on the basis that diversity indicates good corporate
governance.171 Brammer et al have shown that this is particularly the case in
consumer-led sectors.172 This emphasis on the importance of diversity is
reflected throughout the business world. For example, law firms are beginning
to encounter clients who have instigated a “diversity holdback”, whereby client
companies withhold a proportion of pay from the law firm if that firm does not
meet its diversity requirements.173

The Parker Report cites “brand value” as being a key external benefit of having
a more ethnically diverse board.174 Irrespective of the validity of the claimed link
between number of women and corporate social performance175, reputational
benefits from appearing more socially responsible are clear because of the robust
link between firm value and a positive corporate social responsibility
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reputation.176 The reality of whether more diverse boards are more socially
responsible seems, at this stage, to be irrelevant to its reputational benefits.

From a corporate culture perspective, a board that does not reflect the diversity
of its employees may result in demotivation of the workforce because they do not
see their needs being met or any long-term career prospects. A study conducted
by Ernst & Young revealed their women employees to be “less satisfied than our
men in our people survey and our ethnic minorities were less satisfied than our
white people”.177 A portion of the workforce with such an attitude may impact
negatively on the remaining workforce. Side effects of this dissatisfaction are
increased turnover, increased absenteeism and poorer efficiency and output
levels. In contrast, firms that are more visibly diverse are likely to be considered
more attractive places to work and consequently may benefit from reduced costs
of recruitment, absenteeism and increased efficiency.178 Indeed, empirical
research has found a significant positive relationship between the number of
women on boards and employee relations.179

Issues with the business case
Many view the business case for diversity as insufficiently evidenced.180 One of
its most significant problems is the representation that visible characteristics such
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as gender and race are adequate and acceptable predictors of behaviour, values
and competency.181 Labelling these issues the “congruence assumption”,
Lawrence argues that focusing on demographic attributes as explanations for
various organisational outcomes, overlooks the subjective concepts that may
more accurately determine those outcomes.182 She states that:

“the congruence assumption probably masks elaborate relationships
between demographic variables and outcomes.
This is ‘paper’
parsimony, parsimonious only because the complicated interactions are
assumed away”.183
Using demography to explain the way boards behave or perform, skims over the
detail and arrives at conclusions that may be spurious and are poorly supported.
Yet there remains a significant stream of research investigating gender
differences: for example, the surveys of CEOs and chairman in Norway
investigating perceptions of differences in the contributions and values of women
on boards.184 Perceptions do not provide reliable evidence upon which
justifications for or against more diverse boards should be formulated.

The business case relies on value judgements. It seeks to quantify the benefits
that diverse perspectives can bring to business. On this reasoning, if different
perspectives were demonstrated not to support business success, all white male
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boards would be justified. The business case, according to Calas and Smirich;
“includes a certain commodification of ‘valuable women’ whose talents are
needed, making all women potentially disposable when no longer needed”.185
Research shows that racial diversity negatively impacts upon corporate
performance when the corporations learning environment is not viewed as
supportive.186 But when the environment is viewed by both White people and
ethnic minorities, to be supportive, performance is enhanced.187 It is argued here
that the diversity discourse places too much focus on performance and not
enough on the underlying causes, such as creating the supportive environments
in which all can flourish. Instead of seeking to justify diversity with reference to
performance, the “contingent nature of the diversity performance link”188 should
be appreciated and the focus should be placed on recreating the conditions under
which diversity enhances performance.

2.2. Social justice
If the causes of unbalanced board demography were clearly a matter of
discrimination, a social justice argument for change would seem relatively easy
to make. Difficulties arise because interested parties point to a variety of causes
and consequences of the lack of diversity. This calls into question whether it is
a matter of equity or justice at all. In contrast, judicial diversity research typically
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focuses on social justice reasons, including democratic legitimacy and signalling
equality of opportunity.189 There is a justice imperative for diversity of the judiciary
because it “goes to the heart of the question of fairness in the judicial system”.190
In a business context this fairness argument holds less weight. On the other
hand, the business case for judicial diversity is that a diverse judiciary increases
public perception of fairness and it is almost as important as the justice
argument.191 A lack of faith in the judiciary, even if actually fair, would be highly
detrimental.

For companies, the business case dominates because the

importance of public confidence in the fairness of their decisions is not critical.
The social justice argument for businesses is only indirectly related to justice, in
respect of equality of opportunity.

Social justice reasons are rarely drawn upon in respect of UK corporate
boards.192 Reference to social goods can even attract scorn.193 Seemingly more
acceptable is to talk to business in the language of performance as the Secretary
of State confirmed in 2013 when he said “this is not about equality, this is about
good governance and good business”.194 This again arguably demonstrates the
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managerialisation of law. Or perhaps, it is not the performance language that
makes the business case attractive, but the avoidance of difficult issues such as
ingrained bias.195 However, there is some evidence of a shift towards arguments
that are more inclusive of social justice reasons. For instance, the Parker Report
talks of a “need to earn our licence to operate in society”,196 although this comes
alongside a multitude of business-related reasons.

Thus far it is arguable that the business case has proved insufficiently persuasive
as an impetus for change. Fairfax argues that the stagnation of boardroom
diversity calls for the incorporation of more social justice reasoning.197 Ferreira
takes the view that “it is better to focus on potential benefits to society that go far
beyond narrow measures of profitability”.198 Research has shown that, in
jurisdictions where the focus is less on narrow business performance concerns
and more on wider societal concerns, change is more likely to be successful.199
What social justice is calling for is a question of fairness for the individual and
society. The fairness argument is well received in a judicial diversity context but
in contrast, fairness to individuals and society from diverse corporate c-suites has
less obvious implications or social urgency. Even so it remains important.
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For the individual
Villiers frames the social justice argument as one with roots in international
standards of human rights.200 These standards provide support for a right of
equality of opportunity.

Khaitan argues that equality of opportunity is a

requirement for access to an “adequate range of valuable opportunities”, which
is one of four key requirements for human flourishing that should be protected by
the state.201 While at first glance, access to board appointments may seem to
surpass the adequacy requirement, that becomes less obvious when you
consider that the requirement is relative to the opportunities available to others.202

It is perhaps questionable whether framing the debate in in the language of rights
is helpful.

For one reason, the international standards have not taken the

individual very far in the boardroom and there is little reference to them when the
issue is discussed at state level, at least within the UK.203 Secondly, pointing to
a right undermines the necessity for taking action on the basis of what is fair and
equitable. If fairness is protected only by rights, it becomes hard to know where
to turn when those rights are not helping.

At a practical level, businesses receive a significant cost benefit from the longterm undervaluing of women’s labour and the exploitation of the cheaper and
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more flexible labour provided by women and ethnic minorities.204 There is a lack
of bargaining power that goes hand-in-hand with long-term discrimination that
necessarily means women and ethnic minorities are less likely to receive fair
value for their work.

Being consistently undervalued is likely to affect an

individual’s self-worth and a general perception of their worth within society. A
more just society would seek to rectify this as a matter of fairness.

For society

The broader argument for more diverse boards is based on it being a requirement
of a fair society. It expands the individualist argument to recognize the effects of
lack of board diversity on everyone. Societies in which genders and races are
segregated into specific jobs, creates and perpetuates social norms that place
limitations on the expectations, aspirations and achievements of sections of the
population.

These effects may trickle down to other potential career and

education choices, to the point where there is an element of self-fulfilment to the
limitations placed upon those members of society. According to Padavic and
Reskin:

“separating groups into different places or different roles facilitates
unequal treatment. In addition, it implies that treating groups differently
is appropriate. Because people’s jobs place them in the status system,
provide income and confer prestige, segregating the sexes into different
jobs contributes to women’s lower pay and authority, at work, in their
families and in the larger society”.205
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While c-suite positions remain dominated by White men, a disproportionate
amount of power and wealth remains in the control of that section of society. The
largest corporations exercise a great deal of undemocratic power due to their
high level of discretion over many things that impact society.206 For example,
corporations have a high degree of control over the price of commodities, thereby
exercising a level of control over societies resources. They influence consumer
preferences through clever and manipulative marketing, and they have control
over the skills and geographical distribution of the country’s workforce. At a more
direct level, they influence government decisions through overt lobbying as well
as more covert business meetings and networking. More diverse boards would
help to redistribute this control of power and the wealth that goes with it. Again,
this may cause a trickle-down effect whereby the needs of different sections of
society are better reflected. Some argue that women don’t necessarily have
differing interests and perspectives to men and to argue that they do is to
essentialise the issue and perpetuate gender stereotypes.207 This may be true
but it does not follow that power should remain in the hands of the few who
currently hold it.

3. Conclusion
This chapter has discussed the potential causes for the lack of boardroom
diversity, ranging from intentional taste-based discrimination to institutionalized
environmental factors that form part of the background to society.

Some
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arguments are unconvincing (such as the pipeline of talent) and without reliable
empirical evidence.

These should be abandoned.

The multitude of other

potential causes makes it impossible to pin-point anything; there are many
contributing factors. This should be reflected in how the problem is tackled and
is suggestive of a multifaceted approach. Changes made by corporations in their
approach to boardroom diversity may spill over into wider social and institutional
norms over time.

This chapter argues that reliance upon the “business case” for boardroom
diversity is both unconvincing and potentially damaging to women and ethnic
minorities. However, the justification that diversity of gender and ethnicity brings
diversity of perspectives (which benefits decision making) is persuasive. Not just
because this may improve decision making but because that is the right thing to
do for a more just society and more representative businesses. This remains the
case whether or not it makes decision making more difficult. Perhaps a side
effect will be that people who are skilled at mediating become more valuable to
boards, as the necessity to resolve board conflict increases. Either way, change
should be founded upon social justice reasons if it is to be sustainable.
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Chapter 3
Board constituents and the human capital of the c-suite

Despite abundant research on the role and function of the corporate board, little
is known about what goes on inside the boardroom. To outsiders the boardroom
is mysterious and opaque. It has been described by many as a “black box”.1
Drawing on a review of research in this field, Section 1 of this chapter sets out
what is understood about this black box. In particular, what is expected of
boards, their directors and each of the members of the c-suite. In light of these
expectations, the procedure for making c-suite appointments is considered in
Section 2, together with the role of the Executive Search Firms (ESFs). Section
3 analyses, from a human capital perspective, what attributes are deemed
suitable and necessary for the CEO, CFO, Chairman and CXO roles. The
approach is designed to paint a picture of what the c-suite is expected to look like
in terms of demography, skills and human capital.

The thesis later compares

the expected demography of the c-suite with its reality, based on the empirical
findings reported in Chapter 6. Having considered board appointments from a
procedural perspective here, Chapter 4 will go on to consider the basis upon
which appointments are made.
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1. The Board of Directors
Before looking at the process of board appointments, it is necessary to
understand what boards do. The following section will look first at the role of the
board in general and then focus on the executive board i.e. the c-suite, in
individual detail. Knowing what these roles entail will enable a more informed
analysis of the process and basis for appointment.

1.1. The role of the board
The function of a corporate board has evolved from a group of senior corporate
officials whose focus was corporate strategy, to a more independent group with
a greater concern for monitoring.2 There are multiple theories about the role of
the board, but two that dominate are the “agency theory” and the “resource
dependency theory” (RDT). Agency theorists suggest that boards are a market
solution to the agency problem that derives from the division of ownership and
control.3 The idea is that those who control the company (the managers) have
diverging interests from the company owners (the shareholders), thus creating
an agency problem. It is therefore critical to have the board to monitor the
managers.4 In contrast, RDT takes the view that the board is there to provide a
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number of different resources including advice, networks and legitimacy.5 A third
theory, labelled “stewardship theory”, claims directors can be trusted to be
stewards of the company’s resources.6 Trusting directors to always navigate
situations in another’s interest, even when it conflicts with their own, seems overly
optimistic and in direct contrast with agency theory.

Although these theories often run counter to each other, there is a body of
research adopting a multi-theoretic approach to considering the actions and
composition of boards.7 Following this tradition, this research adopts the position
that boards are neither useful only for monitoring or for the provision of resources,
but for a combination of both. Even stewardship theory contributes an important
trust aspect which, although not relied upon from a regulatory perspective, must
form part of the company board dynamic.

The UK Corporate Governance Code (“Code”) 2018 talks broadly about boards
having wide ranging responsibilities that include both agentic and resourcebased responsibilities. It is clear from an analysis of the Code that the balance
favours agency. It focuses on monitoring the progress of the company to keep it
in line with its purpose and values. Stiles and Taylor construct three categories
of responsibility that include both agentic and resource-based activities;
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gatekeeping, control and service.8 These categories are adopted here and
considered in turn below.

Control
A board’s control function involves the reviewing of financial information,
company progress and director performance. It provides the board with the power
to remove directors who are not performing.9 Control is weaved into many of the
Code’s Principles but is described most clearly in Principle C which states that
the board should “establish a framework of prudent and effective controls, which
enable risk to be assessed and managed”.10 The control function also involves
the setting of executive compensation. This is challenging, given the difficulties
in accurately distinguishing the company’s performance from individual
performances, especially when combined with external factors such as market
conditions. It might also be challenging, from an internal politics perspective,
when it requires the board to set the pay of the powerful and influential.11
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Gatekeeping
The gatekeeping function of the board relates to the extent to which boards are
involved in strategy. According to Van Den Bergh et al, boards must:
“have insight into the company’s strategy and stimulate management
in strategy formulation and implementation. Therefore, they must be
able to estimate the evolution of the socio-political environment and
to apprehend the complexity and uncertainty involved”.12
Ability to make strategic decisions corresponds closely with the distribution of
power within a company. Strategic decisions are intrinsically ambiguous and unstructured and they necessitate the use of power in order to bring them into
effect.13 Some say that it is the balance of power amongst the board that
determines how effective it is.14 The 2018 Code makes minimal references to
strategic decision making but does state that “the board should establish the
company’s purpose, values and strategy”.15 Even though boards see their roles
as strategic16, research shows that in fact the role is better described as a
screening process whereby strategic proposals, which are already polished by
the executive committee, get the rubber stamp of board approval.17 Surveys
have shown that boards only spend 27% of their time on strategy.18
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An important though indirect influence that boards have on strategy relates to the
power to appoint the directors and managers who develop the strategies of the
company. This includes the appointment and removal of the CEO. According to
research, many directors consider this to be their most important role, “the board
doesn’t run the company but it has to make sure that the people who do are the
best that are available”.19 In light of the evident balance of power in favour of the
c-suite, the focus on the wider board, from a boardroom diversity research
perspective, seems misplaced.

Service
The service aspect of a board’s role has quite a broad scope. Boards are
responsible for the institutional face of the company and its internal and external
relationships. This means it is the job of the board to liaise with investors and
develop the relationships that keep them wedded to the company, as well as to
consider the needs of the other stakeholders, such as employees, contractors
and government, on behalf of society. The 2018 Code states “in order for the
company to meet its responsibilities to shareholders, the board should ensure
effective engagement with, and encourage participation from, these parties”.20
This responsibility has taken on more prominence in the 2018 Code than in
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previous iterations. It introduces guidelines for ensuring the interests of other
stakeholders are accounted for, in particular employees’ interests.21

1.2. Directors
The Code advises that there should be at least 50% independent non-executive
directors (NEDs) on the board.22 In the FTSE100 in 2016 and 2017, all companies
exceeded this requirement. In line with the Higgs Report, the proportion of
executive directors to NEDs has been falling in recent years.23 It has gone from
49% executives in 1996 to 26% executives in 2017.24 As mentioned in Chapter
1, the c-suite and NEDs differ in the responsibilities and time commitments to the
company. This can lead to tension. By virtue of their part-time capacity, NEDs
will not be so intrinsically involved with the company as the c-suite.

The

frequency of interaction amongst the NEDS will be lower than amongst the csuite. As a consequence, the relationships developed will differ in strength.25
And, given that a significant part of the NED role is to monitor executives, this
can lead to the perception that NEDs are corporate policemen.26 Or even,
occupying a “private office imbued with public responsibility”.27 Research in the
US indicates that NEDs view the assessment of CEO succession as one of their
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most important jobs.28 When their power of monitoring and control over the csuite is carried out diligently, it is easy to see how this could lead to strained
relationships. Less diligently carried out duties (perhaps for reasons of powerful
or intimidating CEOs) is likely to make board relationships more pleasant.
Arguably WPP plc provided a good example of a supine board when under the
leadership of Sir Martin Sorrell.29

1.3. C-suite
In addition to their boardroom responsibilities, the c-suite have strategic
responsibilities as part of the “management committee”.30 As a consequence of
this dual role it is the c-suite where the majority of corporate decision-making is
typically held.31 Unsurprisingly, research indicates top management are usually
the most influential in the company, whether or not they are on the board.32
Hambrick and Masons “Upper echelons” theory takes this further by arguing that
the organization becomes a reflection of its top management.33 What is expected
of these roles is examined below.
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CEO
Although the CEO serves on the board of directors, many of the functions of the
board do not apply to him/her and can more accurately be described as being
directed at him/her. From an agency theory perspective, explaining why the CEO
sits on the board is challenging. However, from an RDT approach, there is much
that a CEO can add to the board in areas such as knowledge, networks and
legitimacy. It is thought that CEO attributes, such as firm shareholdings and
external directorships, provides signals to the market regarding firm credibility.34
Historically, the CEO also acted as the Chairman of the board, but following Code
recommendations, devised to balance the power of the CEO, this role has been
divided.35

However, this can create power struggles, particularly when the

Chairman “has strong views, a persistent taste for the limelight and recent
experience as a successful CEO”.36 In the US, there remains CEO and chairman
role duality which, it is argued, prevents these struggles and makes accountability
clearer.37 The risk of combining these roles is the creation of too much power in
one individual.

There are no Code provisions detailing what the role of the CEO should entail.
Day-to-day, CEOs have a broad array of tasks. Mintzberg established 10
categories of CEO function: figurehead, leader, liaison, monitor, disseminator,
spokesperson, entrepreneur, disturbance handler, resource allocator and
34
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negotiator.38 At board meetings, CEOs will typically begin the meeting by
presenting details of company progress and strategic plans.39 This provides an
opportunity for the CEO to frame the company situation as they see it.40

With responsibility for, and influence over so many functions, it is unsurprising
that CEOs are typically the single most powerful person in a company. They are
considered to be central to the group who “make choices on the basis of their
own highly personalized interpretation of problems options and outcomes”.41 The
source of CEO power is not necessarily clear. Some suggest it is a natural
consequence of their position in the corporate hierarchy.42 Others view CEO
power as emanating from their enhanced knowledge of the company, relative to
the NEDs.43 The most powerful CEOs would likely have a combination of both,
in addition to high levels of share ownership and prestige.44 Powerful CEOs are
expected to directly impact the utilization of board member capabilities.45
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Despite their position of power, there remains some debate as to whether CEOs
have a significant impact on company performance.46 Research suggests that
top management may be responsible for only 5% of the variance in return on
assets.47 Khurana claims that society wants to believe in a causal relationship
between CEOs and firm outcomes because of social, cultural and psychological
forces, but the evidence of such a causal link is sparse.48 Crystal views the
ideology as a debate about:
“whether great men, like Napoleon, really can change the course of
history or, alternatively, whether history unfolds in a mysterious process
that is only marginally influenced by the Napoleons of this world”.49
The tendency to seek human explanations for what happens has been described
as a “fundamental attribution error”.50 If this is true, and CEO impact upon
performance is marginal, it becomes harder to explain why women and BAME
are so poorly represented within their number. Justification for the compensation
packages of these individuals becomes impossible.

Still many would argue that their impact on performance is great. Research
demonstrating a negative link between golf played and corporate performance
would be less convincing were it the case that CEOs had little impact on their
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companies.51

Hambrick asserts that once one accounts for contextual

conditions, the impact of CEOs is considerable.52 His view is that the firms
allowing CEOs more managerial discretion see more of their CEO reflected in
the firm’s strategy and consequential performance.53 Research demonstrates
that some jurisdictions (such as the US) have CEOs with a greater impact on
their companies than others (such as Japan).54 To the extent that companies do
begin to reflect their CEOs, it is understandable why so much is invested in
finding the right person for the job.

Chairman
Chairmen are not usually considered members of the c-suite as they are typically
non-executive. A UK study of FTSE listed company Chairmen found the majority
to be non-executive, independent and part-time.55 However, they are of such
importance to the board and the executives that they are often described as being
part of the “inner circle”.56 According to the Code, the Chairman “leads the board
and is responsible for its overall effectiveness in directing the company” part of
this entails “facilitating a culture of openness and debate”.57 The preface to the
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Code describes the role of the Chairman as “absolutely key” in getting the board
to comprehensively consider its tasks and their implications. Research describes
them as “pivotal”.58 It is clear that Chairmen shoulder a significant level of
responsibility. A good Chairman should steward the company to ensure it is on
track, legally, morally and commercially.59

One of the Chairman’s typical roles is to chair the nominations committee.
Through this role they have the ability to shift the boards focus onto diversity.
From an RDT perspective, the role of the nominations committee is to ensure the
composition of the board matches its internal and external needs. Being at the
helm of such a committee is a key opportunity for ensuring a board is sufficiently
diverse. This may be an opportunity being missed because empirical research
from Switzerland demonstrates that companies with nominating committees are
not more diverse, either in terms of gender or education.60 The Cranfield 2017
report indicates that some Chairmen see diversity from a compliance
perspective, and some from such a broad perspective that the diversity objectives
of the Code may be obfuscated.61

Chairmen play a key role in the appointment and dismissal (where necessary) of
the CEO and, partly by doing this, they act as “the best safeguard to executive
dictatorship”.62 They are responsible for ensuring a harmonious board

58

Andrew Kakabadse and Nada Kakabadse, 'The Return of the Chairman' (2007) 18 Business
Strategy Review 62 60
59
Ibid
60
Ruigrok and others (n 7)
61
Ibid 27
62
Kakabadse and Kakabadse (n 58) 62

103

environment in which all the voices of the directors can be heard.63 This can be
critical for board minorities as, according to Huse, “the use of the knowledge and
skills of the women on boards will highly depend on the board chair and the chairs
leadership styles and attitudes”.64 Kanadli et al argue that, instead of quotas,
boards should be looking at ways to enhance chairperson efficacy and board
openness in order to improve board diversity.65 Evidently, women and BAME
individuals depend heavily on the Chairman in obtaining roles and, once
obtained, for being heard and having the opportunity to be effective.

Chairmen often have a close advisory relationship with the CEO. Research has
shown that many CEOs find this to be invaluable.66 Susanne Thorning-Lund of
Odgers Berntsen (instrumental in several chairmanship appointments on the
FTSE100 and internationally) says that it is very important that the style of the
Chairman fit with that of the CEO, as they need to work so closely.67 From an
external perspective, it is the Chairman to whom the stakeholders will turn when
they are seeking reassurance about the state and direction of the company.68

63

Stiles and Taylor (n 8) 111
Morten Huse, Value-Creating Boards: Challenges for Future Practice and Research
(Cambridge University Press 2018) 52
65
Sadi Boĝaç Kanadlı, Mariateresa Torchia and Patricia Gabaldon, 'Increasing Women's
Contribution on Board Decision Making: The importance of chairperson leadership efficacy and
board openness' (2018) 36 European Management Journal 91 92101
66
Stiles and Taylor (n 8) 107
67
Meeting between the author and Susanne Thorning-Lund at Odgers Berntsen on 20 August
2018
68
Kakabadse and Kakabadse (n 58) 62
64

104

Considering the significant responsibilities undertaken by the Chairman, it is
surprising that so many hold multiple chairmanships and other roles.69 It is also
surprising how many are aged 70 or over. This raises the question of whether
they are always the best available option and whether someone with more time
to commit might not be better able to serve the company. From a diversity
perspective it is concerning that the person with the most pivotal role in diversity
and its success, is not only highly likely to be a white man but is also likely to be
the oldest member of the board, with potentially more entrenched traditional
views.

Chief Financial Officer
While 100% of the FTSE100 in 2016 and 2017 had a Chief Financial Officer
(CFO), the role has not always been prominent. US research shows that, even
though most firms now have a CFO, in 1964 none did.70 Such a dramatic rise is
attributed to the shareholder movement.71

Today the role of the CFO is

considered to be critical to business. Despite this, academic research on the
topic is limited, particularly in the UK.

According to US research the CFO is ultimately responsible for the “design and
implementation of the policy decisions related to the company’s financial
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performance”.72 According to Deloitte, the role has expanded from the traditional
remit of steward of the company’s assets and operator of an efficient finance
function, to strategist and catalyst of a firm-wide financial approach.73

The

development of the role is reiterated by the Institute of Chartered Accountants in
England and Wales (known as ICAEW), who describe CFOs as having
“redefined” their roles to include strategy and organizational system
rationalizing.74 The ICAEW reviewed industry surveys on the CFO role and
created a list of what it entails: accounting, compliance, management and control,
strategy and risk, and funding.75

A CFO typically has specific technical abilities.

Most CFOs will have an

accounting qualification, but some argue it is not necessary. Simon Dingemans,
CFO of GlaxoSmithKline, ex-chair and current member of the 100 Group who
“represent the views of finance directors of the FTSE100 and several large UK
private companies”76, says:

“If the question is: “do you need to be an accountant to be a CFO?”, I
would clearly argue you don’t. […] Increasingly CEOs are looking for
more of a partnership with their CFOs, and that brings a requirement for
a broader and more engaged skillset and approach”.77
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On top of these skills there is also the need for competency in interpersonal,
situational and political skills.78

Other board executives
The c-suite does not typically extend beyond the CEO, CFO and Chairman.79
When there are other executive directors on the board, the roles are often
undefined or given regional or divisional relevance such as Chief Executive,
Land80 or Chief Executive for North America.81 There are also a number of Chief
Operating Officers, though research suggests that this is a trend that has been
phased out over the last couple of decades.82 CXO roles are often seen as the
new route to the CEO job so the level of female and BAME diversity within this
group may have implications for the diversity of the CEO role going forward.83

Research on board executives in the UK is scarce, so it is not clear why some
companies have more executives than others. As mentioned above, Code
guidance states that at least half of the board should be non-executive.84 US
research has suggested that sometimes executive directors are added to the
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board so that they can be evaluated for the CEO role.85

Perhaps more

commonly, executive directors may be added to better align the interests of the
shareholders and the board where those executive directors are heavily invested
in the company.86

2. The appointment procedure
The board appointment process, as specified by the Code, can be divided into
two parts; the procedure for appointment and the basis for appointment. The
Code states that the procedure should be “formal, rigorous and transparent” and
should be based “on merit, against objective criteria and with due regard for the
benefits of diversity, including gender”.87 The procedure will be considered here,
and the basis of the appointment will be the subject of Chapter 4.

The nomination committee is tasked with leading the board appointment process
and they are responsible for board recruitment.88 They are required to analyse
what skills, experience, independence and knowledge the board is missing, and
prepare a briefing paper for presentation to the board.89 Research suggests that,
as a committee, it is subject to less scrutiny than either of the other two
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committees (audit and remuneration), although it arguably has greater impact.90
Perhaps part of the diversity issue relates to the importance nominations
committees place on “informal, one-to-one and ‘corridor’ discussions”.91 Little
additional guidance is provided by the Code, other than the use of ESFs and
open advertising for Chairman and non-executive appointments. 92

There is

nothing explicit in relation to executive appointments.

Financial Reporting Council guidance states that executive directors may be
recruited externally, but companies should also develop internal talent and
capability.93 A company may benefit from both types of appointment. Promotion
utilizes the skills, knowledge and networks that the company has helped to form,
whereas external appointments bring in new perspectives, fresh knowledge and
untapped networks. ESFs are significantly involved with both internal and
external appointments.

Transparency in the appointment process (as required by the Code94) is often
absent, particularly with CEOs. A CEO appointment is necessarily highly
confidential for both parties because candidates are likely to be in other
companies and would not want to alert them of their job search, until their position
is secure. Public awareness of a candidate being “in the running” for a prominent
role may not only affect a person’s professional image from a commitment
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standpoint, but it can also be very damaging if they are not chosen. These factors
can affect the share price of all companies involved. While the need for secrecy
is understandable, one consequence is a lack of empirical research into the
process.95 One concern is that with secrecy comes a lack of formality, and with
a lack of formality there is increased potential for biased decision making.

2.1. The external route
US research suggests that the external process for finding a new CEO is typically
used in response to a company crisis.96 In such circumstances the perception
may be that internal candidates are insufficient to effect the change necessary
for the company. As Lou Gerstner, former CEO of IBM said “you don’t see many
examples of internal candidates getting to the top of the system and then laying
waste to the existing culture”97, which may be what is expected or desired by the
shareholders in a company crisis scenario. Appointing externally is a significant
decision and often sends a clear message that the board wants to move away
from the strategic direction of the outgoing CEO.98 According to Khurana, the
choice of selecting an external candidate typically follows a script that begins with
a decline in performance, the forcing out of the incumbent CEO followed by an
external search for a “saviour”.99 This view is supported by US research which
robustly demonstrates that poor company performance is an antecedent to CEO
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departure.100 This may not be quite the same in the UK. According to Sarah
Galloway (a FTSE 100 executive search consultant at Russell Reynolds) CEO
appointments in the UK are changing: external appointments are not rare, but
consideration of the appointment typically begins around 1 – 1.5 years ahead of
the planned change so that all options can be considered.101

Research suggests there is a typical external appointment process.102 The
process begins by establishing the relationship between the company and ESF.
For a CEO appointment this is likely to involve discussion with all the board
members to determine what is desirable and required.103 The company must
then provide the ESF with their requirements. Research has found that the
specifications provided by boards are typically a rehash of what society perceives
makes a good CEO, focusing largely on personal traits and with very little to
suggest proper consideration of the needs and requirements of the company.104
Armed with these specifications, the ESF narrows down a pool of candidates,
some of which they will select for interview. Interviews may involve “granular”
scoring of the candidate along pre-ordained criteria developed by the ESF,
followed by extensive psychometric testing.105 In contrast, other ESFs use a
more intuitive system allowing greater flexibility for discussion.106 What is clear

100

Finkelstein and others (n 41) 168
Meeting between author and Sarah Galloway at Russell Reynolds on 13 August 2018
102
Janne Tienari and others, 'And then there are none: on the exclusion of women in
processes of executive search' (2013) 28 Gender in Management: An International Journal 43
49
103
Meeting between author and Sarah Galloway at Russell Reynolds on 13 August 2018
104
Khurana (n 28) 99
105
Meeting between author and Sarah Galloway at Russell Reynolds on 13 August 2018
106
Meeting between the author and Susanne Thorning-Lund at Odgers Berntsen on 20 August
2018
101

111

is that there is no set procedure or interview standard. The process contains an
inherent flexibility, making it difficult to control for bias, subconscious or
otherwise.107

Doldor et al classify ESFs as “accidental activists” in the boardroom diversity
discourse, qualifying their commitment to change as “precarious and
opportunistic”.108 Their key role has been recognized for some time and, since
2013, there has been a voluntary code of conduct which considers diversity and
has been signed by the vast majority of ESFs.109

The code includes a

recommendation to provide at least 30% female candidates as well as ethnic
diversity on longlists and it suggests that training on unconscious bias be
arranged.110 The voluntary code also contains a lot of guidance that is either
vague or for which there is no means of establishing compliance. For example,
it is hard to see how the diversity goal that the ESF will “explore with the client if
recruiting women and/or ethnically diverse individuals is a priority” can amount to
more than lip service.111 Researchers found that ESFs were amused by some of
the voluntary code, such as the reference to “intrinsic personal qualities” of
candidates, because of its lack of clear meaning.112 Although there have been
improvements in NED diversity since the voluntary code, the lack of change in c-
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suite diversity raises doubts about how effective the voluntary code is in relation
to the c-suite.

Research demonstrates that ESFs treat men and women

differently, with mothers receiving fewer recommendations than non-mothers or
fathers113 and a preference for women with accounting qualifications where no
such preference exists for men.114 ESFs need to be considered an intrinsic part
of the external board appointments procedure but caution needs to be exercised
before assuming that the voluntary code has had any tangible beneficial effect
on diversity.

2.2. The internal route
Appointments made from within the company benefit from a reduced information
deficit. Having already been an employee, it is highly likely that both the company
and the candidate know more about each other than would be the case with an
external candidate. Economically it may be prudent to hire a candidate from
within, because they may not have as strong a bargaining position as external
candidates, when negotiating compensation packages or other demands. In
circumstances where the CEO or other c-suite members are moving on
voluntarily, and there is no particular market desire for a turnaround or presuccession scandals, internal candidates are the obvious answer.115
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Nomination committees are tasked with handling director succession, but the
CEO will frequently have significant input. This is particularly the case when the
CEO has a high degree of power, whether through shareholdings or through a
board consisting of fewer board outsiders.116 ESFs are involved in the internal
process from a very early stage to help the company formulate an internal
succession and development plan.117 ESFs advise companies that by appointing
internally they avoid the transition risk present when appointing externally.
Consequently, an external appointment would need to be considered significantly
more desirable than an internal candidate to overcome this risk.118 It is important
that the company be perceived to at least be open to internal hires because the
knowledge that there is potential for promotion has been shown to be an excellent
incentive for potential candidates to remain invested in the company and
increase their firm-specific skills.119

There are two principal methods of internal recruitment. Firstly, there is Rosen
and Lazear’s “executive tournament method, whereby the board chooses
between comparable candidates on the basis of performance and effort, with the
winner gaining the coveted position”.120 Alternatively, c-suite succession may
take the form of “heir selection”, where one individual is selected specifically and
groomed for the role, such as when Microsoft groomed Steve Balmer for 2 years
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before he took over from Bill Gates.121

Empirical research claims that the

selection process for choosing an internal candidate will often depend on how
much the company is reliant upon company specific skills.122 Companies with
high requirements for firm-specific knowledge are typically more suited to the heir
selection route, partly because there are fewer eligible candidates but also
because the transition involves significant investment in the individual. In such
firms, it may be less likely for women to succeed because research has
suggested women are less likely to be trained in firm specific skills than men.123
Where the company requires more generalized skills, the tournament method is
better suited because there are more potential candidates. Women may have a
greater likelihood of success in such circumstances. This presents an interesting
avenue for further research, but classification of skills required by specific
FTSE100 firms was beyond the scope of this research.

2.3. The impact of appointment route on diversity
UK research has shown that the appointment of executive directors is usually
conducted via the internal route (in contrast with NEDs).124 US research suggests
that there is a move towards more external CEO appointments.125 One of the
questions explored by the empirical research in Chapter 6 is whether there is a
similar trend in the UK and whether this has any relevance for boardroom

121

Mobbs and Raheja (n 119) 1337
Ibid 1346
123
Margarita Estévez-Abe, 'Gender Bias in Skills and Social Policies: The varieties of
capitalism perspective on sex segregation' (2005) 12 Social Politics: International Studies in
Gender, State & Society 180
124
Ibid 17
125
Khurana (n 28) 49
122

115

diversity. One theory is that women are more likely to access the c-suite via the
external route.126 If that is the case, it would suggest that ESFs have more
effective systems in place to bring more diverse candidates forward than when
involved with the internal route. The alternative theory is that women and BAME
individuals enter more often via the internal route because, once known to the
board, they may be judged less by stereotypes and more by their personal
attributes. Knowing whether one route or another favours gender or ethnicity will
be key to understanding the issue and what can be done to address it.127

3. Capital in the boardroom
Although it is clear that much is expected of directors, what is expected of them
is less clear. From a review of director literature, Petrovic identified eight
requirements associated with all types of directors at an individual level.128
1. Understanding the skills of the other directors;
2. Understanding the context in which the company operates;
3. Strategic awareness;
4. Professional reputation;
5. Interpersonal and communication skills;
6. Commitment to the company; and
7. Willingness to tow the company line.
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Much of this list is unmeasurable, subjective and largely unrelated to knowledge.
The Institute of Directors breaks down the requirements of a director into 15
competencies, spanning a framework of knowledge, skill and mindset.129
Surprisingly, there is minimal overlap with the requirements listed by Petrovic.130
The difference in perceived requirements suggests either a difference in the
practical and theoretic perceptions of what directors need, or a general lack of
clarity over what can be expected of a director.

The term “board capital” has been coined for the purpose of describing the sum
of competencies, from a human capital perspective, within a board.131 The
competencies discussed above encompass more than a narrow definition of
human capital (discussed in detail below) which relates mainly to education and
experience. Their lists are much broader in scope, referring also to social capital
and, to a lesser extent, cultural capital. Research suggests that it is not always
the accumulation of human capital that is most valuable to a board but getting
the right combination of human capital, broadly conceived, in order to truly benefit
firm performance.132 It is possible to argue that a search for merit in board
candidates is a search for a beneficial contribution to board capital. The following
section will describe human, social and cultural capital in an effort to provide
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greater clarity over what candidates for c-suite roles are expected to offer in the
application process.

3.1. Human capital
Human capital has often been used by economists to denote the productivity of
a person and consequently the reason to employ or pay them more.133 It refers
to the skills, knowledge and capabilities in people.134 Initially conceived by
Schultz in the 1950s,135 it was further developed by Becker, who referred to it as
the investment in “activities that influence future income through the imbedding
of resources in people”.136 The Organisation for Economic Co-operation and
Development (the OECD) defines it as “knowledge, skills, competencies and
attributes embodied in individuals that facilitate the creation of personal, social
and economic well-being”.137 This broad definition is thought to have narrowed
over time to the more limited scope of skills, qualifications and education 138

It is the economic and not the social aspect of human knowledge and capabilities
that is the focus of the term human capital, although many believe this is far from
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ideal.139 Defining knowledge and skills in terms of capital allows economists to
insert a human element into analyses of the creation (or otherwise) of economic
value. For business this means appointing directors who can contribute the most
human capital to the running of the business and thereby increasing its economic
value. A distinction can be drawn between general human capital, such as
simple math and literacy skills, with specific human capital, such as those skills
useful for a particular role or industry.140

Withers et al include gender and

ethnicity (along with business expertise, director status, home firm strategies and
other directorships) as part of a director’s human capital.141

Human capital acts as a value proxy to the labour markets to help them assess
different individuals.142 Unfortunately, unlike other forms of capital such as cash,
it is hard to measure and there is no universal formula. Measurements typically
include education, qualifications and other recognised achievements. However,
these are not easy to compare between people and they do not necessarily
correspond to anything of value to employers.143 Research which grouped
individuals according to indicators such as years of education or degree
classifications and analysed them according to personal income, revealed almost
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as much variance within each category as between each category.144 In other
words, there is about as much likelihood of having the highest earners in the
category of least educated as in the category of most educated. This suggests
that either education or income are not good measures of ability, or perhaps both.
What it definitely shows is that measuring ability is exceptionally complicated.

Another issue with the concept of human capital is its link to inequality. Becker
describes it as a tool to distinguish between people where one holds
“discrimination, nepotism and several other factors constant”.145 As it is
impossible to remove discrimination, nepotism and other forms of bias, failure to
properly account for them undermines the ability of human capital to helpfully
distinguish between people. If human capital means a quantification of the value
of a person’s skills and capabilities defined in limited terms that embrace
problematic social norms, it is highly questionable how much we should rely on
it. If the market does not recognize effort and talent from certain categories of
people, those people are not incentivized to put in effort. It can be argued, for
instance, that because women and BAME candidates have been given little
reason to trust that their efforts will be rewarded fairly, there may be little desire
to make those efforts in the first place. Epstein argues that the contrary is true;
that members of protected groups (referring to those protected by
antidiscrimination law in the US), tend not to invest in their human capital
because they do not need to.146 This is self-defeating as the argument could
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more rationally be applied to describe behaviour of middle class white males. The
belief that it is the more “able” people who invest in their human capital is
problematic when we account for discrimination and bias.147

3.2. Social capital
The concept of social capital is related to the discussion (in Chapter 2) of the
network issues faced by women and BAME individuals.148 It can be defined as
the value of who you know, an “investment in social relations with expected
returns”149 or “any aspect of social structure that creates value and facilitates the
actions of the individuals within that social structure”.150

In career terms it

encapsulates the idea that being good at something will not get you as far as
being moderately good at something and knowing the right people. As discussed
in Chapter 2, women are less likely to have career sponsorship than men and
this is a possible factor in their underrepresentation at c-suite level. Research
indicates that having social capital corresponds to access to information,
resources and career sponsorship, better salaries, more promotions and
heightened career satisfaction.151

A study of professional, technical and

managerial workers, found that higher income jobs “are less likely to go to those
searching for them”.152 This means that the people occupying such fields of
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employment (including c-suite directors) are most likely to obtain their position
through a connection within their network and not through the standard job
search process. Consequently, maintenance and upkeep of social networks is
taken seriously. The amount of golfing days CEOs of Fortune 500 companies
took in recent years (sometimes up to 100 in just one year) stands testament to
this.153

The importance of networks is problematic because it compounds the injustice
faced by those who have not had access to those networks for reasons that are
not related to their ability. It is also inefficient, because if the objective of a job
search is to select the best candidates, it is nonsensical to limit the size of the
selection pool. On top of this, it is self-perpetuating. For c-suite appointments,
the value of who you know is clearly very significant. Kanter goes so far as to say
that “joining the inner circle is a function of how much external power can be
mobilized.”154

Johnson et al break down social capital into two types. The first is focused on the
value of interconnections and ties with other firms and directors, and the second
relates purely to status and the value that can be ascribed to being associated
with someone of high “social rank”.155 In considering the first type of social
capital, Stevenson et al state that “the biggest predictors of influence on a board
were ties to others, membership in cliques and prior relationships with other
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directors, not independence from the company or CEO”. 156 A persons schooling
may be a large factor in determining these memberships and prior relationships.
Granovetter found that “far fewer of those who attended college in the top 40%
searched for their jobs than those in lower prestige colleges”.157

This was

attributed not just to the quality of education but also to who you meet and the
contacts you develop when attending these prestigious institutions.

Those

contacts are likely to be better able to help with a job search because they are
well placed in the job market themselves.158

Personal recommendations of

candidates from other directors are a significant element of the director selection
process.159

Garnering personal recommendations may be linked more with behaviour than
intrinsic talent. Research has found that senior managers who behave in an
ingratiatory manner towards CEOs are more likely to be appointed on boards
with a connection to that CEO.160 It has also been shown to result in positive
outcomes for remuneration and promotion.161 This type of behaviour has been
described as “a set of interpersonal influence tactics” employed to gain favour
with another.162 One obvious ingratiatory tactic is flattery. Research has shown
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that people tend to like those who flatter them, and factors such as an extrinsic
motive to like the flatterer, a motive to avoid being duped by the flatterer or even
enhanced cognitive processing of the flattery, have no noticeable impact on its
effect.163 So, even if it is obviously obsequious to outsiders, the target of the
flattery may accept it as true because it supports their self-image or selfesteem.164 This helps careers because the more a person likes someone, the
more willing that person will be to comply with their requests.165

Being “liked”

among people in positions of power is clearly a sensible career move and
something evidently not entirely out of one’s control.166

To conform to someone’s opinion is another way to ingratiate yourself with that
person. Unfortunately for minorities, the benefits of conforming to opinion are
reduced when the opinion conformer is not of the same group as the opinion
generator.167 This self-categorisation theory claims that the social identity of an
individual impacts upon how their actions are perceived in a group. Research
has found that when the opinion conformer is from an “outgroup” in terms of
identity, the individual with whom the opinion is being conformed will either not
change their attitude or will move their opinion in the opposite direction.168 This
suggests that in boardrooms, ingratiatory behaviour is more effective for white
males than for women or BAME individuals.
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In respect of status (the second of Johnson’s categories of social capital)
research has shown that the perceived status of board colleagues is important to
directors.169 It is thought that this will impact the people boards choose to
appoint.170 For corporate board members, status can be equated with “prestige
power”, one of the four categories of power devised by Finkelstein to measure
power in top management.171 Prestige power can be measured by calculating the
number of corporate boards and non-profit boards a director sits on or has sat
on, taking an average board rating (Finkelstein used Standard and Poor) and
combining that with an assessment of whether the director had an “elite
education”.172 What might be inferred from Johnson’s research is that directors
have similar levels of prestige and there should be no difference between
genders and ethnicities.173

3.3. Cultural capital
Cultural capital has become an important consideration in determined a person’s
value to an organisation. Bourdieu argues that cultural capital is included in the
economic concept of human capital,174 but by and large the human capital
definition used by economists does not include cultural capital. 175 It can be
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described as an individual’s understanding of the “norms, values, beliefs and
ways of life of the groups to which people belong”. 176 Time spent at an elite
educational institution will not only bring educational benefits but an
understanding of the norms and values of types of behaviour.177 Research on
UK CEOs conducted in the 1970s found that 50% of CEOs had been educated
at Oxford or Cambridge.178 Maclean and Harvey found that in France, directors
serving on multiple boards frequently had the same schools and clubs on their
CV.179 According to the Sutton Trust, even though only 7% of UK pupils attend
private schools, 42% of university places at Oxford and Cambridge Universities
are taken by private school pupils.180 Private education is a significant indicator
of privilege (understood here to mean a person’s unearned advantages).181 When
combined with an elite university education, the tendency for privilege to snowball
becomes clear. As Sommerland has said, this “transform[s] the meaning of a
university degree from a public good into private, individualized benefit of varying
value”182 The theory is that education can imply membership in particular
socioeconomic groups and that this membership impacts career prospects.183
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The value of the right school and university institution is not just in who you come
to know (i.e. social capital), it also relates to what is considered to be acceptable
or favourable from a cultural perspective. According to McNamee, there is a
presumption of merit associated with cultural capital that makes its transmission
through the processes of socialization an incredibly valuable and hidden type of
hereditary privilege.184 It is a privilege because of the clear association between
academic ability and investment in education, making the talent yield dependent
upon the level of time and cultural capital invested by the family.185 An investment
of time on its own would not be enough if the investor does not know how and
where it is valuable to invest. Research into ESF processes highlights the role
cultural capital plays in the selection of candidates, with some describing the
selection process as being determined by a consideration of ability and “key
markers of cultural capital”. 186

4. Measuring capital in the boardroom
In addition to the distinctions between human, social and cultural capital,
attempts have been made to sub-divide and further categorise capital in order to
use the concept for the purposes of measuring and classifying people. Further
distinction is made to human capital by dividing it, as Florin et al did, into firm-
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specific, industry-specific and individual-specific human capital.187 Hillman et al
developed a different category system: that of insiders, business experts, support
specialists and community influencers.188

Previous research has found that

women were most likely to make it into the boardroom to fill support specialist
vacancies.189 Terjessen et al have applied the Hillman taxonomy to a study of
the FTSE100, in which they found the profiles of the men and women that formed
part of the study were significantly different but neither were deficient. 190 Use of
the Hillman taxonomy in a study of the c-suite is not likely to yield much
information of value because the taxonomy was designed to consider what
external board members bring to the board, and as such it is of limited use when
considering executive board members who would all be considered insiders.

Another method used to analyse and categorise the capital of board members is
that developed by Weber191 and adapted by Singh et al in their study of female
board members in France.192 This study developed a taxonomy of 5 different
categories used to indicate where a director’s legitimacy stemmed from: family
ties, academic excellence, career experience or representative appointment.193
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Broadly speaking, this sort of taxonomy incorporates a classic understanding of
human capital and social capital. All of these taxonomies are attempts to
measure forms of human capital on the board. But, while it is possible to classify
directors within these taxonomies, it is inevitably going to be at a very high level
and consequently with a limited degree of accuracy.

For women it is arguable that having this focus on measurable qualities is a
disadvantage. The perception is that human capital, with all its categories and
derivative taxonomies, is measurable. Emotional intelligence or emotional labour
is not perceived to be measurable and consequently it is disregarded.194 It should
not be. According to Guy et al, emotional labour “facilitates interaction and elicits
a desired response, contributing to productivity from the agency’s point of view
and achieving the goal of the exchange from the client’s point of view”.195 Such
ability is clearly valuable, but there is evidence to suggest it is expected in women
and goes unrewarded.196 In contrast, it is not expected in men and handsomely
rewarded when it is exhibited.197 The issue of reward aside, in terms of calculating
a person’s worth to an organization, it seems unfair and unhelpful to fail to include
in the calculation something which women may be good at, simply because it is
expected of them.
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Although it would be very interesting to examine the differences in levels and
types of human capital between genders and ethnicities in the boardroom, it is
not possible to do so accurately. The attempts to measure this, as described
above, have all varied significantly and all have their difficulties, issues or
applicability to the c-suite. Above all, measuring someone’s worth, whether that
be to a board or otherwise, presents normative problems about what should be
considered valuable.

5. Conclusion
The focus of this chapter has been at an individual level, starting with what is
expected of boards and, in particular, c-suite roles. It went on to consider the
appointment process, followed by a human capital-based analysis of board
member attributes. It is clear that much is expected of those in the c-suite,
especially in comparison to NEDs. But what is expected is not clearly defined.
The parameters of the roles are context dependent and exceptionally broad,
particularly for the CEO. The Chairman’s role has some clarity emanating from
the Code, giving them responsibility for the functioning of the board and a key
role in the appointment process. What is clear is that each role has significant
responsibility and potential impact and they operate closely. Collectively they are
likely to have significant control over who they allow into the inner circle that is
the c-suite.

An analysis of the appointment process reveals its complexity. Tools and
methods need to be employed to sift candidates and these will differ according
to whether the appointee will be internal or external and according to which ESF
130

is used. Human capital is one commonly used tool. It ranks individuals in terms
of specific attributes; but it is neither accurate nor fair. According to Granovetter,
“it is a mistake to regard all potential workers as well defined bundles of human
capital attributes, whose productivity is predictably independent of their position
in the social structure of the workplace”.198 Taking into account all forms of capital
(i.e. human, social and cultural) provides a greater degree of accuracy. But this
further highlights the inequalities at the core of the value judgement made about
an individual’s worth, considered here in the context of the boardroom. It is
argued that human capital alone is a highly flawed way to consider whether a
person is suitable for a role. An understanding of social and cultural capital makes
human capital a more realistic interpretation of a person’s employability, but it
also highlights the intrinsic inequity of the concept.
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Chapter 4
The role of merit and power in c-suite appointments
A meritocracy is a society “in which people get success or power because of their
abilities, not because of their money or social position”.1 The belief in this idea is
commonly used to justify a person’s status and their financial and other rewards.2
In the US it is called “the American Dream”.3 Despite an awareness that reality
may fall short of this ideal, there is still a widespread commitment and belief in
the concept of meritocracy.

This remains the case in relation to board

appointments, where merit4, continues to be the basis for appointments. The
preceding chapter considered c-suite roles and how, from a procedural
perspective, those roles are filled. This chapter considers the basis for decisions
on corporate board appointments. This includes a discussion of the concept of
merit and its flaws, as well as a consideration of other factors, such as heuristics
and power. It is argued these may have a considerable (but largely covert) effect
on board appointments.

1. The basis for appointment decisions
As set out in Chapter 3, companies are guided by the UK Corporate Governance
Code (the “Code”), to “make appointments on merit, against objective criteria with
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due regard for the benefits of diversity”.5 This qualified support for diversity is not
uncommon.

In the judicial context, Malleson claims that “almost without

exception, official expression of support for proactive measures to encourage
diversity have been qualified by a statement of commitment to a strict application
of the merit principle”.6 A report by the Financial Reporting Council (the “FRC”)
has broken down the Code diversity requirements into four elements: a) the
board has a clear policy on diversity; b) that policy includes gender; c) there are
measurable objectives in line with the policy; and d) the report discusses
progress or implementation of the objectives.7 The research found that 98% of
the FTSE 100 complied with element a).8 However, only 15% comply with all 4
elements, with the vast majority complying with only the first 2.9 This is surprising,
given the high number of companies claiming to be fully compliant with the
Code.10 The implication is that they are not “fully compliant” with the Code,
although the FRC report does not state this expressly.11 Instead it recommends
that those companies “need support to develop their approach to diversity”.12 A
positive revelation from the study was that 33% of the FTSE 100 refer to ethnicity
in their diversity policy despite the lack of specific reference to ethnicity in the
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2016 Code.13

This is viewed as an encouraging sign that “companies are

increasingly aware of changing expectations and business imperatives around
the need for a more inclusive society”.14

1.1. The concept of merit
Research on boardroom appointment decisions can be grouped into 2 differing
perspectives: the rational economic perspective and the social embeddedness
perspective.15 From the rational economic perspective, candidates are appointed
to the board based on their ability to serve the interests of the company.16 From
the social embeddedness perspective candidate appointments are a reflection of
the preferences and biases of the appointees.17 Prima facie, the concept of merit,
as championed by the Code, accords with the rational economic perspective of
board appointments. However, because merit is such a nebulous and subjective
concept, it provides room for the social embeddedness perspective to creep in.
The prominence of merit, in the context of corporate appointments, is certainly
understandable. Corporations are dependent on the market and well-functioning
markets are premised on merit, at least ideologically.18 19
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A meritocracy can be described as a social system in which a combination of
talent and effort are the determining factors in an individual’s place within the
social hierarchy.20 Some also include attitude and moral character as part of their
understanding of merit.21 Those who subscribe to the meritocratic view use it to
“psychologically justify the status hierarchy by viewing members of high status
groups as more deserving than low status groups”.22 Given that the Code guides
companies to make appointments according to merit,23 boards are often
described as meritocracies or, more realistically, striving for meritocracy.24 As a
question of reality, boards are not meritocratic. The ideology of merit is not a true
reflection of reality because, from a pragmatic perspective, “if merit were the sole
cause of achievement, one would wonder why the vast amount of meritocratic
talent is found in white males”.25 Furthermore, if appointments were solely made
on merit, appointing women or BAME individuals to the c-suite would not be a
matter that “will take some new courage from those that make the selection”.26
In a meritocratic world, making the selection would not be about courage but
about the correct application of the merit principle to the facts.
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The core issue with the concept of merit is its inherent flexibility and reliance on
flawed concepts such as human capital. Where merit is used to determine
appointments, it is arguable that it serves as a tool for justifying the distribution
of rewards along preordained lines.27 Experimental research of appointment
decisions, has shown that merit is redefined to “fit the idiosyncratic qualifications
of applicants who belong to favoured groups”.28 Considering merit in the judicial
appointment process, Sommerland states that:
“the essential plasticity of merit enables it to sustain the importance of other
(unarticulated) attributes, such as “clubbability”, while the centrality of the
market encourages notions of personal entitlement, highlighting merits
alternative meaning as deservingness”.29
The result is not only the predictable distribution of financial rewards but the
restriction of opportunities to a certain group of people. This process is described
by Weber as “opportunity hoarding”.30 Experimental research on the effect of a
belief in meritocracy on the construal of inequality, led them to conclude that merit
is actually a mechanism for maintaining inequality.31

The flexibility of merit
The first question to consider when using merit in appointments is “what does
merit mean?”. A pragmatic interpretation of the meaning of merit in a boardroom
context might lead to a calculation of a candidate’s human capital, combined with
27
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an estimate of how they will apply that capital within the framework of the
company’s requirements. Human capital, as discussed in Chapter 3, includes
human, social and cultural capital. Company requirements include the specific
needs and desires of the company.

If merit is analysed from the perspective of what it can bring to a firm, resource
dependency theory has suggested three categories: legitimacy, advice and
networks.32

This is not unlike a board-specific translation of the wider

understanding of human capital (i.e.

cultural, human and social capital

respectively). Taking resource dependency theory further, each appointment to
the board is a “rational organisational response to the conditions of the external
environment”.33

Under this view, the context of each firm and its role

requirements should define what will be considered meritorious for each
appointment. If this were the case, one might expect to see companies seeking
a divergence in demographics and backgrounds in their new board members on
the basis that heterogenous boards have been found to benefit the firm in terms
of strategy.34 Homogeneity has been shown to result in narrower choices and
strategies.35 As c-suites remain homogenous, the suggestion is that some other
factors may be at play in determining merit.
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Susanne Thorning-Lund, a FTSE 100 recruitment consultant, argues that merit
is a question of how well you can do the job, but that in context this means an
assessment of who is able, available, without any “foot faults” and who will be
acceptable to investors and the board.36 How well one can do the job is evidently
not nearly enough. This understanding of merit affords it the capacity to extend
beyond a person’s ability to do the job and include other factors, such as thirdparty perceptions and estimations of acceptability. This weaves social norms
into an understanding of merit. According to Hambrick et al, the appointment of
c-suite executives is often dependent on whether “they have the ‘right’
background or temperament”.37 What constitutes ‘right” in this context may relate
to what is broadly understood to be merit, or as what appointing directors
perceive to be merit, or even the likelihood the new appointee will do what
incumbent directors want them to do.

It is clear that determining what constitutes merit is incredibly complex. Young
argues that it is impossible to determine merit in an unbiased way for four
reasons.38 First, the complexity of jobs makes it impossible to identify with any
accuracy and specificity what tasks are involved.

This is evident from the

discussion in Chapter 3, on the context and skills necessary to fulfil c-suite jobs.
Second, Young points out that in many cases it is impossible to identify the
contribution made by each individual when they are working in a team.39 Alchian
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and Demsetz have made a similar argument relating to corporations.40 Third,
Young argues that jobs often require a high degree of discretion in deciding what
needs to be done and this is true of the c-suite.41 Determining whether someone
is able to or has performed well in such a job would require an ability to see into
the future and alternate historic outcomes.

Finally, Young points out that

because of the hierarchy of the division of labour, those deciding on what a role
should entail and a person’s performance or potential performance are not
actually familiar with the role themselves.42 This will often be the case for the csuite because the appointment decisions are made by those less senior, who are
unlikely to have experience of the role and, if they do, they do not have
experience of the role in the same context.

If there are no clear criteria for what constitutes merit, it becomes necessary to
rely on less scientific qualities such as having the ‘right background’ which cannot
be measured in a value-neutral, non-judgmental way.43 Accepting that merit is a
judgement and not a science would be an improvement on the status quo
because it would open the door for a critical analysis of the decision makers
partiality. According to Young, impartiality is impossible because:
“it is impossible to adopt an un-situated moral point of view, and if a point of
view is situated, then it cannot be universal, it cannot stand apart from and
understand all points of view. It is impossible to reason about substantial
moral issues without understanding their substance, which always
presupposes some particular social and historical context”.44
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To understand the impact of this partiality, Section 2 below takes a closer look at
the decision-making process.

Standardised approach to determining merit
If leaving the definition of merit flexible is problematic, standardisation of the
meaning also raises issues. Formalised processes that become institutionalized
may begin to lack meaning.

A US study involving 1,024 employment

discrimination decisions found that institutionalized processes such as formal
hiring “became symbolic indicators of compliance with anti-discrimination laws,
first within organisations, but eventually in the judicial realm as well”.45 With
boardroom appointments the is risk that, by pointing to formal processes aimed
at increasing diversity, companies are only acting symbolically. Along these lines
it is now common for companies to incorporate unconscious bias training in their
appointment procedures. The effectiveness of such forms of training have been
called into question,46 and “as certain organizational structures or practices
become widely accepted, or institutionalized, among organisations, they also
become symbolic indicators of rational governance”.47

In this way, having

unconscious bias training could be unhelpful.48
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In the field of education it has been shown that reliance on standardised test
scores has become the accepted basis for deciding between applicants for the
most prestigious university places in the USA.49 This is despite evidence showing
other measures of merit are more predictive of future success and provide
greater diversity in successful applicants.50

At the time of writing, Harvard

University was being sued because it allegedly discriminated against Asian
Americans by rating them consistently low on personal qualities such as
leadership and compassion.51 This is an example of how merit can be
incorporated into allegedly standardized processes which nevertheless include
highly subjective concepts, and yet decisions made on that basis are often
accepted as truths. Even to the extent that standardization is authentic, it is likely
to be detrimental to the minority because the process of comparing everyone
against one standard will result in the reconstruction of difference as deviance.52
Alon and Tienda argue, “the definition of merit that prevails in a given society
generally expresses the interests of its dominant group”.53 It also creates the
potentially larger issue, as identified by Hayek, that within a merit based system
“people are forced to obey other people’s judgement of what uses they have
made of their opportunities, rather than follow their own”.54
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1.2. The application of merit
Despite its flaws, merit still presents an ideology that has advantages if applied
to appointments consistently. It incentivises people to work hard and maximise
their talents and it encourages submission to and cooperation within hierarchies
on the basis of desert. There are worse ways to estimate a person’s likelihood
of success than by looking at their past achievements. But even if the issues
with the merit concept are disregarded, its application is inconsistent and
problematic. Women and BAME individuals are sometimes treated differently
from White men in a way that cannot be explained by reference to the problems
with the concept of merit.55

Studies suggest that in addition to its inherent bias, merit is also being applied
unfairly and inconsistently. Research has shown that ingratiating behaviour has
an impact on appointments.56 One might assume there was no place for such
an impact in the meritocratic ideal. Evident skills in board role requirements does
not necessarily help either. US research has shown that their director labour
market has punished directors who demonstrate skill in monitoring and control,
a core component of the board’s duty, by making additional board roles harder
to obtain for those directors.57 Oshry et al put it as follows:
“a director who develops a public reputation as a poor monitor is hurt with
respect to the number of board seats he or she holds. At the same time
55
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however, a director who develops a private reputation as a poor monitor
– that is, someone unlikely to rock the boat – might be favoured by CEOs
who are looking to acquire power at the expense of the board.”58
As a consequence, Westphal et al concluded that nomination committees do not
fulfil the purpose for which they were intended59 and overall the “director labour
market falls short of the meritocratic ideal”.60

Studies have shown that organisations presenting themselves as meritocratic,
exhibit greater male bias in managerial decision making.61 An experimental study
demonstrated that participants who have previously established themselves as
unprejudiced were more likely to exhibit prejudicial attitudes.62 Castilla calls this
the “paradox of meritocracy” and suggests that it may be caused by a tendency
to behave in more biased ways once one feels like they have already established
themselves as non-biased.63 This paradox is also evident in other arenas; for
instance, experimental research found that one of the unintended consequences
of Barack Obama’s presidential victory in the US, was that people perceived less
needed to be done to achieve racial equality.64 Where they project themselves

58

Barry Oshry, Benjamin E Hermalin and Michael S Weisbach, 'The Role of Boards of
Directors in Corporate Governance: A conceptual framework and survey' (2010) 48 Journal of
Economic Literature 58)
59
Westphal and Stern (n 57)283
60
Ibid 284
61
Emilio J Castilla and Stephen Benard, 'The Paradox of Meritocracy in Organizations' (2010)
55 Administrative Science Quarterly 543 543, Eric Luis Uhlmann and Geoffrey L Cohen,
'Constructed Criteria: Redefining merit to justify discrimination' (2005) 16 Psychological Science
474 477
62
Benoit Monin and Dale T Miller, 'Moral Credentials and the Expression of Prejudice' (2001)
81 Journal of Personality and Social Psychology 33
63
Castilla and Benard (n 61) 567
64
Cheryl R Kaiser and others, 'The Ironic Consequences of Obama’s Election: Decreased
support for social justice' (2009) 45 Journal of Experimental Social Psychology 556 558

143

as meritocratic, they may then fail to make the necessary efforts to be
meritocratic. According to Castilla:
“an organisational culture that prides itself on meritocracy may
encourage bias by convincing managers that they themselves are
unbiased, which in turn may discourage them from closely examining
their own behaviour for signs of prejudice”.65
Not only may boards applaud themselves for being a meritocracy when in reality
they are not, but the very act of doing so may make them less likely to achieve
the equality of opportunity goals that underpin the concept of meritocracy.

The inconsistent application of merit has social ramifications. Those who are
disadvantaged by the current system (i.e. women and BAME individuals) may
refer to merit to justify that disadvantage. In a US experimental study, McCoy et
al found that women, when primed with meritocracy, would typically justify the
disadvantage faced by their gender by reference to stereotypes that subordinate
women to men.66 For those who benefit from disadvantages of other groups (i.e.
White men) the concept of meritocracy allows them to reject the existence of
gender or racial inequality and feel comfortable that they have had no help getting
to where they are.67 The suggestion is that, far from being a tool to promote
diversity and fairness, merit is more likely to be used as a tool to maintain
inequality and lack of diversity.
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2. Judgement heuristics in merit-based decision making
One of the challenges of making merit-based decisions is measuring merit to
ensure the decision is informed. As already discussed, merit, like human capital,
is both highly subjective and extremely hard to measure. This leads to high levels
of uncertainty, and uncertainty opens the door to unconscious bias.

The

corporate world is aware of this and training on unconscious bias is
commonplace, although it does not necessarily help with the decision making.68

Approaches to ensuring appointments are merit based vary widely. Some take
a granular approach to the assessment of candidate merit while others take a
more flexible approach and base their decision on an assessment of candidate
acceptability.69 Studies have shown that when merit is being measured for the
purposes of evaluating performance, the demographic characteristics of both
those being measured and those doing the measuring are significant.70 One
study illustrated how people are prepared to bend role criteria for men but are
not prepared to do so for women.71 The experiment involved assessing
candidates of both genders for the role of police chief.72 Participants bent the
hiring criteria to fit the characteristics of the applicants only when they were
men.73

According to Kahneman “the voice of reason may be fainter than the
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loud and clear voice of an erroneous intuition, and questioning your intuition is
unpleasant when you face the stress of a big decision”.74 C-suite appointments
are certainly big decisions.

Uncertainty in the assessment of merit stems from the measurement of suitability,
capability and future performance of the candidates being considered, in the
context of the firm’s needs (hereinafter collectively referred to as productivity).
There are reasons to suggest that productivity cannot even be measured ex post
(let alone ex ante), due to the problems of isolating variables and the absence of
monitors.75 Compounding this issue is the fact that the board is responsible for
its decisions collectively, making individual accountability low.76

These

uncertainties create the perfect conditions for heuristics to interfere with decision
making. The consequence of this is that “the cognitive and social processes of
the decision makers themselves will almost invariably become manifested in their
strategic choices in such situations”.77

2.1. Resemblance
Experimental research has shown that, under conditions of uncertainty, decisions
about people are made with the unconscious use of representative assumptions
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(also known as resemblance heuristics) to make decisions easier.78 One of these
representative assumptions is gender. According to Eagly, “classifying a person
as male or female evokes mental associations or expectations about masculine
and feminine qualities. These associations are pervasive and influential even
when people are not aware of them”.79

Associations can stem from what we are familiar with, or from what we learn. For
example, we learn early on that women are caring and helpful and men are
assertive and individualist.80 Men and women continue to be portrayed along
these lines. For a long time, c-suites have been constituted almost exclusively
by White men, and this has caused associations to develop. As women and
BAME individuals are not representative of the stereotypically masculine notion
of the c-suite director, this is likely to impact their levels of appointment.
Stereotypes can also have negative implications for men, to the extent that men
are not masculine or prepared to exaggerate their masculinity.81 Empirical
research indicates that shareholders react more negatively to the appointment of
a woman CEO than a man CEO and more negatively to a woman CEO than a
woman appointed to top management.82 Some believe that institutional investors
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also subscribe to this “think manager, think male” phenomenon83 and react
negatively to the appointment of women.84

Others believe that institutional

investors are beginning to buy-into the need for diversity but that there is still
some way to escape the presumption that a CEO should be a White man.85

Related to resemblance is the phenomenon of categorisation, whereby people
tend to place themselves and others into social categories that can include race,
gender and class. It is human nature to perceive one’s own category positively
and this can lead to a predisposition towards fellow category members.86 This is
where cultural and social capital (discussed in Chapter 3) play an important role.
Social ties and connections play a part in who is appointed, irrespective of the
independence criteria of the Code. Research has shown that those gaining their
first FTSE 100 board appointment “had established personal reputations and
built a network of connections that vouched for their reputation in the eyes of the
Chairman”.87 Some suggest that favouring those who fall into the same social
categories is based on a conscious or unconscious belief that they will be more
pliable.88

Whether or not it impacts pliability, it seems the categorisation

attraction works both ways. The “attraction-selection-attrition theory” suggests
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that certain types of organisations attract certain types of people, and people in
turn select those of a similar type as themselves, causing organizational lack of
diversity.89

Arguably, in the c-suite there is increased inclination to favour one’s own group
members because of the high level of uncertainty these leadership roles face.
To mitigate uncertainty, directors may be more inclined to appoint directors they
feel they could trust, and establishing trust is thought to get harder the larger the
number of dimensions of difference90 (this will be considered empirically in
Chapter 6 where an analysis of FTSE100 c-suite members backgrounds are
compared for similarities and differences).

Mitigating the bias of resemblance and categorisation requires a fundamental
cultural shift towards embracing difference in the c-suite. This is where a natural
resistance to change or “status-quo bias” presents a problem.91 Many believe
changes to the make-up of the board impacts upon board cohesiveness.
Cohesiveness is desired because it is thought to “streamline the process of
reaching decisions, lubricate discussion and eliminate unnecessary groundworklaying”.92 This effect is debatable and, even if true, it may be a price worth paying
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to achieve more authentic diversity of power.93 However, for the incumbent
board, the effect of women or BAME on cohesiveness is unknown and so
continuing to appoint people similar to themselves provides comfort in the
familiar. This is not necessarily a conscious decision; people simply favour what
they know. Empirical research shows that even though boards have shown
increasing diversity in recent years, those increases follow predictable lines.94
The research suggests that boards are comfortable hiring those with differences
to the majority provided those differences are mitigated with other similarities
such, as “elite educational background” or “functional area of expertise”.95 The
difficulty with this for women and ethnic minorities is that, because they start out
with fundamental differences to the majority of the board, the necessity for them
to exhibit other similarities (such as education or work experience) is heightened.
This is considered empirically in Chapter 6 and the findings are discussed in
Chapter 8.

Research has argued that when women have a place on the board they do not
perceive a significant difference between genders.96 The implication is that
women should focus on their similarities and that “if she identifies more strongly
with other characteristics that she shares with the other directors, she may not
perceive to be an outgroup”.97 This suggests that women should adapt to a male
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norm and it represents an additional hurdle the rest of the board did not need to
overcome. White men begin with similarities to the majority of the board that they
did nothing to achieve and to which women and BAME individuals need to
conform.98 Alison Cooper, one of only 5 women CEO’s in the study has said: “If
I didn’t wear a skirt, I’d probably be one of the boys”.99 This has been described
in a judicial context as “little mermaid syndrome” but could be applied to the csuite: “like Anderson’s mermaid, [the woman director] is induced to sell her voice
in order to walk on land [in the c-suite] with her prince; her dangerous siren call
is silenced, and in the silence, difference is lost.”100

It seems clear that resemblance, in many varying ways, has an impact on the
assessment of a candidate’s merit. Research suggests that where candidates
for appointments are considered independently, gender becomes an influencing
factor.101

But, where appointments are evaluated jointly, reason displaces

heuristics as the decision base and gender is less significant.102 This could be
one of the methods used to overcome some of the bias problems discussed.103
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2.2. System justification
A potentially more pernicious group of heuristics can be understood through the
theory of system justification (a strand of implicit bias theory), according to which
people act “automatically or unconsciously to maintain a structure of social
order”.104 This relates to what was discussed above regarding the use of merit
to justify the order of things. Doing so is thought to increase the self-esteem of
the higher status group and allow them to rationalise the status quo.105

Implicit bias research has advanced through the development of the Implicit
Association Test (IAT).106 The IAT measures the speed and accuracy with which
participants pair objects; for example, they might be asked to pair a man or
woman with the idea of home or career.107 The IAT has been widely used in
racial bias research, some of which has revealed implicit preferences for “white
people” over “black people”.108 Experimental research on postal job applications
has revealed that implicit bias was significantly linked to the likelihood of a
minority candidate being offered interviews.109 Other experiments have revealed
an association between men and judges and women and paralegals110; but no
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significant association was found between gender and corporations.111 Other
possible associations between gender and specific corporate roles such as
director, secretary, senior manager and personal assistant have not been
studied.

Justifications for the unbalanced nature of corporate boards tend to imply that it
is either not gender-related or it is due to a lack of available talent. Research has
shown that people who have knowledge of outcomes have a tendency to be more
inaccurate in their estimations of cause than those who do not know the
outcome.112 In other words, since it is known there are few women and BAME
individuals in the c-suite, justifications given for this have a tendency towards
inaccuracy. Knowledge of an outcome creates what is known as a narrative
fallacy, a compelling explanation of events or circumstances that takes a biased
interpretation of historic events. Taleb describes it as “our vulnerability to overinterpretation”113 and explains that it is human nature to try to force a logical link
where one might not exist and consequently disregard luck, chance and the
illogical.114

It is hard to view facts objectively without forming judgements or creating
explanations about them. Langevoort suggests there is a tendency for boards to
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look favourably upon the actions of a CEO who they were involved in selecting,
because of the way it reflects on them.115

Unfortunately women are

disadvantaged by this propensity to judge, as research shows that poor company
performance is more likely to be attributed to the CEO as opposed to
environmental factors, when that CEO is a woman.116 Boards may trust that the
way they are currently formulated is optimal and seek to replicate this, despite
evidence that might be to the contrary. This may result in bypassing or discarding
information that points to candidates outside of the norm.117 Benabou found that
when a person is personally invested in something, for example the housing
market, the more likely they are to turn a blind eye to risks.118 Consequently, if
a person feels their job may be at risk if they acknowledge the lack of diversity,
they are more likely to turn away from it. This “mutually assured delusion” is
infectious and can filter down the entire organisation.119 Cognitive dissonance
compounds the issue as decision makers find ways of reconciling external
anomalies with their view of themselves.120

All of these heuristics impact upon the way decisions about merit are made.
Knowing that the meaning of merit fluctuates, and knowing that uncertainty
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initiates the use of heuristics, does not invoke confidence in the effectiveness of
the system to appoint on merit alone.

Other factors play a part, and the

consequence is that appointments are made in the image of the incumbents, a
process Kanter refers to as “homosocial reproduction”.121 But the appointment
of a c-suite director is not the end of the story. It is not a job for life. It must be
retained. And retention is another opportunity for merit to come into question.

3. Retention of appointments
If appointments should be made on merit, the retention of that appointment
should also be merit based. One theoretical cause for the perpetuation of the
demography of the c-suite is the idea that “once a hierarchy gets established, a
number of organisations and psychological processes conspire to create different
degrees of opportunity to acquire and maintain power”.122 Once an individual is
in a role at this level, they can wield a significant amount of power that may impact
their ability to retain that role. This theory is supported by research showing that
“boards replace CEOs who shirk their firm responsibilities, but that CEOs with
longer tenures or weaker governance environments appear to avoid these
disciplinary consequences”.123

Power is also derived from sources other than tenure. Malmendier and Tate
found that award winning CEOs who have obtained celebrity status, exhibit a
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clear decline in performance after having received their award.124 In spite of this
decline, they still manage to extract greater levels of remuneration from the firm,
perhaps through the utilisation of their increased power.125

3.1. The meaning of power
There are many definitions of power.126 Here power is defined as a person’s
“ability to produce intended effects upon the world around them, to realise their
purposes within it”.127

The two requirements of power are resources and

freedom; without one the other is less meaningful but together they create
power.128 Resources can be material, e.g. money, or physical e.g. skill. These
resources are likely to be finite and this can be problematic. For example, where
one group has control over resources and they perceive a rival for that control,
disharmony can arise.129 According to Mannix et al, “perceptions of competition
and power threats lead to increasing hostility and discrimination which explains
why so called balanced groups may be particularly dysfunctional”.130 In contrast,
very powerful individuals are more likely to create dysfunction because their
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power over the board could prevent the board from performing its duties, such
as monitoring or gatekeeping (discussed in Chapter 3). They may also diminish
the benefits of diversity. Hillman et al found that “when a CEO is powerful, he or
she acts to limit the effect of board heterogeneity on both strategic variation and
deviation”.131

The second requirement for power; freedom, refers to the space to do what is
desired without obstruction. A person may have access to money and skills in
abundance, but if they are restricted in their movements and actions completely,
then these resources mean little. In many ways the board acts as this freedom
restrictor on the c-suite. How effective they are will impact upon the level of
power wielded by the c-suite.

While there is limited research into power in the c-suite,132 their power is derived
from “command over corporate resources, over organisational, knowledge, social
and symbolic assets of the business”.133 In line with the requirements discussed
above, freedom to utilise those resources is also essential.

Using these

resources, the c-suite must decide upon what is critical to their organisation. As
individuals, they are only powerful to the extent they can use those resources
without restriction, and this differs between individuals.
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Research suggests that an increase in the number of women in top management
“provides an increase in women’s representation but without the associated
prestige, influence and impact”.134 If this is true and one’s prestige, influence and
impact is closely related to one’s degree of power, it follows that women have
different levels of power when they reach the c-suite compared to men in similar
positions.

Women may have command over the same resources and yet,

because of the way their background professional experiences deviates from the
experiences of men, they have less freedom to use those resources and
ultimately have less power to influence the board and decision making.135 This
accords with Kanter’s research which found no difference in the leadership styles
or aptitudes of women and men but, to the extent there were differences in
outcome, this was attributed to power.136 Kanter argues persuasively that the
power difference is a result of a difference in levels of belief in men and women
leaders from their subordinates.137 Other research has proposed that women in
positions of power are considered less legitimate than men in comparable
positions.138 Consequently people are more likely to resist a woman’s authority,
requiring them to assert it more aggressively and with less effect overall.139 This
leads to fewer women seeking these roles because they are socially and
economically (in comparison to men) penalised when they obtain them.
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In contrast to those institutional and societal theories about the creation of power
difference, some resort to theorising on causes based in gender-difference. The
idea of gender power difference is based on the idea that women are “less power
orientated and less power hungry than men”140 but is not supported by research.
A difference in power appetite between genders is more likely to be a reflection
of norms of society and conditioning than a true reflection of gender difference.141
Whether the difference in power levels is due to power appetite or the power
bestowed by subordinates as a consequence of their faith in leadership, it all
stems from societal norms that portray men as leaders. The danger is that,
where women are not as frequently seeking or developing power roles, those in
power remain homogenous and the definition of merit remains in their control.

Individually there is a danger posed to women in powerful roles who are not
perceived to be legitimate for gender biased reasons. Vial and Napier argue that
this could “trigger a precarious psychological state for female leaders and that
subordinate cooperation and extra role behaviours might be compromised when
the leader is a woman”.142 These issues may also extend to BAME individuals,
given their minority representation at top management levels. There is limited
research on this but according to empirical evidence by Elliot “men and women
of various races and ethnicities experience increasing inequality in workplace
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power, relative to white men”.143 In contrast to the many heightened
disadvantages faced by BAME women, there is research to suggest that the
penalties women face on the basis of gender in relation to perceived legitimacy
of power is attenuated for Black women.144

Related to the perception of legitimacy of power, is a question about whether the
power women and BAME individuals are given is genuine. According to Kanter:
“people who have authority without system power are powerless. People
held accountable for the results produced by others whose formal role gives
them the right to command but who lack informal political influence, access
to resources, outside status, sponsorship or mobility prospects, are
rendered powerless in the organization.”145
This

goes

back

to

resource/freedom

dependency,

discussed

above.

Powerlessness in leadership is thought to result in over-controlling, overmonitoring, lack of autonomy for subordinates and, for women leaders at least,
the caricature of bossiness.146 Although equally powerless men behave in the
same way, no similar caricatures have attached to male leaders. The caricature
serves to further reduce power and, in a circular way, reinforce the stereotypes
upon which it is based.

The cycle of power is a challenge to infiltrate because, past a certain level, power
tends to snowball. According to Magee “power begets more power because the
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powerful directly capture additional resources for themselves”.147 Furthermore,
the more frequently one demonstrates one’s power, the less likely it is that others
are going to resist that power.148

Investigating power empirically presents significant challenges, not least the
question of how to measure and rank power. Although the ranking of CEOs is
relatively common,149 the focus tends to be on corporate performance and these
have resulted in the creation of “celebrity CEOs”.150 Studies on the impact of their
status on firm profitability make the concept quite circular (in that CEOs achieve
celebrity status because of firm profitability and then investigation is made into
whether those CEOs have an impact on profitability). While c-suite directors who
fall into this category may be powerful, it is likely that they do not present a
complete picture of what constitutes power. An analysis of power would aim to
consider both performance and other factors that constitute an individual’s
influence and impact.

Studies have looked at other aspects of CEO power, include Zhang et al who
found a positive stock market reaction to CEOs with high levels of stock
ownership and more external directorships.151 In a study of power and strategy,
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Greve et al assessed CEO power through a measure of tenure and the number
of senior appointments conferred by the CEO.152 These factors were deemed to
be a mark of credibility. A study into the effect of the Chairman on diversity found
a negative association on the tenure of the Chairman and the influence of the
women on the board.153

The suggestion was that this was related to their

respective powers and that the chairman’s power increases with tenure. While
all studies provide interesting insights, there is a key distinction between
possessing power sources and utilizing them.154 Measuring the utilization of
power is more challenging and less rewarding. Power can be utilized explicitly
(e.g. discounting the views of others) or implicitly (e.g. influencing strategic
decision-making norms).155 Any measure of power usage is likely only to pick up
on perceived usage and therefore only explicit power. Measuring power sources
does not make such a distinction and is therefore plausibly more complete. An
analysis of the sources of c-suite power has been undertaken as part of this
research and the methodology and results can be found in Chapters 5 and 6
respectively.

3.2. The relationship between merit and power
Even if it could be shown that only the very powerful retain their appointments, it
does not follow that they do not merit the retention of the appointment. Many
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sources of power stem from merit. For example, expertise and experience can
be sources of both merit and power. Of concern are the sources of power that
do not, or no longer, stem from merit. This may be the case where a CEO exerts
control over the board for their own ends by virtue of their position and
personality.

A pertinent illustration of this can be seen in the controversy

surrounding CEO remuneration. The 2018 Code advises that remuneration
should be linked to performance and companies would have us believe this is
true.156 In reality performance may have little to do with it.157 Research suggests
that boards with weak governance structures have a tendency to pay their CEOs
more.158 According to Maclean et al, corporate remuneration levels seem “to be
driven by the greed and personal ambition of powerful individuals”.159

Also concerning is the use of power to exclude other types of merit from entering
this sphere of employment, or to “opportunity hoard”.160 This occurs when the
criteria for merit is defined in terms of the meritocratic class and consequently
perpetuates their power.161 Power used in this way is likely to be derived, at least
in part, from privilege. These privileges may be, for example, a combination of
the network developed during an education at elite institutions, the hierarchical
privilege of being the CEO or the privileges associated with being White and
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male, for whom this power will typically benefit. Research indicates that minority
ethnics who reach senior positions are “hyper aware of privilege” and have found
ways to adapt in response.162

Because merit is undefined, differences in

background can impact upon corresponding power not due to a lack of merit but
perhaps due to a lack of appreciation of difference, or understanding of other
perspectives.

Huse et al found that “when women directors have different

professional experiences than the men on the board, this may create significant
barriers for women to influence the board decisions”.163 In other words, they are
less powerful simply because they are different. This contrasts with the argument
that diversity prevents power from replacing merit.164 There may be truth in this,
but the c-suite presents such little diversity that the theory cannot be supported
by evidence yet. Meanwhile power still maintains a stronghold.

Power which is no longer entirely related to merit, and which is wielded
predominantly by White men, should be carefully considered. The exploitation
of positions of power which remain unchallenged by the board may be the result
of a belief that the power is legitimate, or because of a self-interested fear, or
simply because of norms of board behaviour.165 A prerequisite of legitimate
power is belief in its legitimacy.166 Where a board does not believe power to be
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legitimate they would be required to make efforts to challenge that power.167 Even
if the board does genuinely believe the power to be legitimate, that does not
mean that it necessarily is. As Beetham points out “a given relationship is not
legitimate because people believe in its legitimacy, but because it can be justified
in terms of their beliefs”.168 In other words, the CEO has legitimate power when
those the CEO has power over can justify that power according to their beliefs
about what is best for the company. Belief in the CEO’s power for any other
reason, be it fear or social norms of board behaviour, makes it illegitimate. Failing
to hold a CEO accountable for fear of losing one’s own position is illegitimate
power.

To the extent those power holders are mainly White men, this will

adversely affect women and ethnic minorities.

4. Conclusion
The concept of merit frequently arises when discussing board appointments. We
are led to believe that boards are appointed on the basis of merit and that this
explains the lack of diversity. People like the merit ideology because it suggests
that anyone can achieve great things if they have talent and work hard.
Unfortunately, talent and hard work are not the only constituents of the definition
of merit. There is no universal definition of merit. Merit is in the eye of the
beholder, and the beholders tend to be a homogenous group who define it in their
own image.
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Merit in boardroom appointments is impossible to define and measure. This is
due in part to the issues with determining candidate human capital, but also
because merit in the context of each board and each company will mean very
different things. Consequently, merit can be used to disguise other factors that
are taken into consideration when making board appointments. Using merit as a
tool to justify appointments that maintain the status quo is dangerous because it
becomes a platform upon which institutional inequality is built. This is despite
the reality of meritocracies being considered by some to be “demonstrably
false”.169

The issues with the concepts of merit and human capital combine to create
conditions of severe uncertainty. This creates considerable limitations on human
decision-making about boardroom appointments and provides even more space
for discriminatory bias to creep in. The problems are compounded when the
power of individuals in those positions allows them to retain those appointments
on bases that do not only relate to merit but also to privilege.

This is not to say that those who obtain and retain appointments do not have
sufficient merit. The c-suite of the FTSE100 is rich in exceptionally talented
individuals. The board and the executive want people beside them who are able
to do well, not just to present the right kind of CV. The question is whether those
who are considered are the only people worthy of consideration, and are those
who are appointed the most-worthy of appointment?
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In sum, we are faced with a threefold problem. Firstly, as discussed in Chapter
3, determining human capital is difficult, flawed and has unfairness woven into its
roots. Second, our understanding of merit is unclear at best, and this provides
ample room for bias which disproportionately affects women and BAME
individuals. Third, once a person is in the c-suite, power (which is in part derived
from privilege) can make it very hard for them to be removed. Thus, inequality is
perpetuated and prolonged.
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Chapter 5
Empirical research methodology

Having considered boardroom diversity theoretically in the previous chapters, this
chapter sets out how boardroom diversity has been examined empirically. There
are two strands to the empirical part of this research into the FTSE100 c-suite in
2016 and 2017. The first strand involves the gathering and analysis of profile
data on the sample c-suite. The findings for this can be found in Chapter 6. The
second strand involves an analysis of the diversity statistics and policies from
each company’s 2016 and 2017 annual report. These findings are set out in
Chapter 7.

This chapter sets out the methodological approach and data

gathering process. It begins in Section 1 by discussing the research plan and
objectives. Sections 2-4 explain the methodology of the research and discusses
each of the director and company variables included in the study. Section 5 deals
specifically with the methodology of the power part of the empirical study (also
found in Chapter 6). Section 6 considers the limitations and challenges of the
research methods.

1. Research plan
1.1. Objectives
Broadly, this research seeks to better understand the realities of diversity at the
top level of UK business. To do so a portfolio of information about the background
characteristics of the individual members of the FTSE100 c-suite, together with
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specific information about those companies, was collected and analysed. The
data gathered was designed to demonstrate the demography of the c-suite
across a two-year period and present a picture of the approach taken to board
diversity across the FTSE100 during this period.

Through descriptive

inferences1, an analysis of the extent to which boards appoint people in their own
image and how companies present themselves in relation to diversity could be
undertaken.

As discussed in Chapter 1, there has been a great deal of data collected in
relation to corporate boards over the last couple of decades. Typically, this
research focuses on the wider board2, i.e. including non-executive directors
(NEDs). Furthermore, where boards have been empirically studied, the focus
has often been on US firms.3 In contrast with the vast majority of research in this
area, the focus of this study is the c-suite i.e. the CEO, CFO, Chairman and any
other executives who are members of the board (referred to as CXOs). This
focus should provide a clearer picture of who obtains and holds the most powerful
roles in the UK’s biggest companies without being diluted or skewed by changes
happening at the NED level. Although drawing on a number of earlier research
methodologies and theories,4 it is thought that the data gathered (and its
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subsequent analysis) provides a unique approach and new insights into the
boardroom diversity debate.

1.2. Research questions
In relation to directors, the research seeks to investigate the question originally
posed by Terjesen and Sealy: “what are the most salient aspects of individuals
privileged identities (seniority, gender, ethnicity) that help or hinder their paths to
the boardroom”.5 This investigates here by exploring the following questions:
1. What are the differences in representation of gender and ethnicity in the
FTSE100 c-suite in terms of numbers, roles and remuneration?
2. What are the similarities and differences in the personal characteristics
of the individuals who make up the c-suite of the FTSE 100 (education,
age, honours, experience, commitments, marital status, number of
children, hobbies)?
3. Are there any identifiable differences between genders and ethnicities in
the sample in relation to their professional characteristics (experience,
method of appointment, service length, external appointments)?
4. Are there any differences in the power levels of the sample directors by
gender and ethnicity?
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In relation to companies, the research seeks to review the effectiveness of the
Code provisions on diversity, by looking at how companies report on diversity and
how this is reflected in their actual diversity. This study investigates this by
exploring the following two key questions:
5. Diversity statistics: what do the figures presented by each company say
about the reality of diversity within that company and, when viewed
collectively, within the FTSE 100?
6. Diversity reporting: how do the companies present their position on
diversity; how does this compare with other companies and how does this
correspond with their statistics?

2. Methodology
2.1. Research sample
In the UK, the largest companies by market capitalization are those listed in the
FTSE 100. Reports suggest it is here that the greatest level of diversity change
has occurred.6 FTSE 100 companies are closely monitored by investors, the
media and the general public and they have come under scrutiny from reports
such as the Davies Review7, the Hampton and Alexander Review,8 the Parker
Report,9 and the McGregor-Smith Review.10 They set an example and, to a

6

The Female FTSE Board Report 2019: Moving beyond the numbers (Cranfield University,
2019)
7
Lord Davies of Abersoch, Women on Boards (2011)
8
Sir Philip Hampton and Dame Helen Alexander, Hampton-Alexander Review. FTSE Women
Leaders (2016)
9
Sir John Parker and The Parker Review Committee, A Report into the Ethnic Diversity of UK
Boards (2016)
10
Ruby McGregor Smith, ‘Race in the workplace: The McGregor-Smith Review’ (Department
for Business, Energy & Industrial Strategy, 2017)
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certain extent, trail blaze for smaller companies. As such, it is important to see
what they are doing in terms of diversity, partly because of the example they are
setting, but also as a check on how effective the scrutiny and pressure of the
reports has been.

The research sample therefore focused on the FTSE 100. Consideration was
given to extending the data gathering process to include the FTSE 350, but given
the governmental focus on the FTSE100, the limited additional women and
BAME candidates11 encompassed in the FTSE350 and the scarcity of
biographical information for lower profile individuals, this idea was rejected.
However, the research covered the FTSE 100 across two years: in 2016 and in
2017. This served to increase the pool of c-suite directors and mitigate the
possibility of errors because it required going over the data gathering process
twice to fill in additions, changes and removals.

Each of the companies in the FTSE100 have boards of typically 8-10 members,
the majority of which are NEDs. Typically, 3-4 members will be considered csuite. For the FTSE 100 this presents a population of 398 people across the two
years studied, all of whom were included in the sample. Occasionally, more than
one individual may occupy a single role jointly. In such cases, both individuals
are accounted for. In a small number of companies there was a non-standard
board set up, such as Scottish Mortgage, which only had one executive director.
A number of companies had multiple CXO’s, all of whom were included.

11

A report produced by the Pipeline indicates only 8% of the executive directors in the
FTSE350 were women (The Pipeline, ‘Women Count 2017’ (2017))
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Due to the nature of the sample group, it was likely that the constituents of the
FTSE100 and their c-suite would fluctuate from 2016 to 2017. Companies fall in
and out of the FTSE100 and directors leave, retire and new ones are appointed.
This issue was overcome by determining that the annual reports would dictate
which directors fell into the study in each year and the official list on the London
Stock Exchange as of 17 March 2017 would determine which companies were
included (this date related to the 2016 annual reports most of which were
published by this time). For consistency, this list was used for the data gathering
process in both 2016 and 2017.

2.2. Data sources: FTSE 100 directors
Ideally, a study into the diversity and characteristics of the corporate board would
involve a survey directly with the individuals of interest. However, given the highprofile nature of these individuals and the difficulties in gaining access to them, it
was determined that there was not a realistic possibility of gaining data that were
sufficiently comprehensive to enable a reliable analysis. A common alternative
in research of this nature is to use a facility called BoardEx, a database of global
board members.12 There were two reasons why this database was not used in
this study: the cost was prohibitive and it did not contain all of the data needed
(such as family details, educational institutions, not for profit memberships and
hobbies).

12

BoardEx is used by the Female FTSE Board Reports
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As a result, a unique dataset on the personal background characteristics of csuite directors in the FTSE100 was created for this study. Most of the information
collected was from publicly available biographies, CVs and reports. The principal
source for each individual was their biographies on the websites of the companies
on whose board they sit. The level of information provided on each individual
website varied but many of the directors also sat in non-executive positions on
other boards, where their biographies could be cross checked and updated if
necessary. Publicly accessible records on the Companies House website also
provided a lot of helpful information in relation to age, tenure, nationality and other
board experience. A high proportion of directors had public profiles on LinkedIn
where data, particularly in relation to education, could be obtained. In relation to
more personal information, a very useful source was the Who’s Who database,
that collates information gathered directly from high profile individuals.13
Unfortunately, not all the FTSE100 c-suite were included within that database.

Table 1 below sets out the sources used in the data gathering process,
categorized as either primary (externally verified or self-reported) or secondary.
•

Primary externally verified sources were those compiled by third parties
who have a vested interest in the accuracy of the data, and which are
widely relied upon.

•

Primary self-reported sources are those which provide information directly
from the individual in question.

•

Secondary sources are indirect sources which were less reliable and
ideally required corroboration.

13

Annual Report (International Consolidated Airlines, 2016)
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Table 1: Sources of director data categorised by reliability

Data source
type
Primary
Externally
verified

Source

Reliability

Annual reports
Corporate websites
London
Stock
Exchange
Companies House

Data obtained from these sources
provided a high level of certainty.
Annual reports are necessarily
accurate to a high degree because
of legal disclosure and accuracy
requirements. They are externally
verified by auditors.
The London Stock Exchange must
also ensure their information is
accurate and they update their
company information on a monthly
basis.

Primary
– Who’s Who
Self-reported LinkedIn

Secondary

Media reports14

Who’s Who publish data collected
directly from the individuals it
features.
LinkedIn provides data about
individuals that the individuals
choose to publicly disclose through
the LinkedIn website.
Media reports are indirect because
they provide information through a
secondary source. Because of this,
every attempt was made to have a
minimum of two media sources for
the data gathered via this route.
Once data were verified from
multiple media reports it was
considered to have a high enough
degree of reliability to be included in
the dataset.

Despite the efforts at data gathering, gaps in the data remained. Where gaps
existed, attempts were made to fill these gaps through secondary media sources.
This was most frequently necessary in relation to marital status, family and

14

Including; The Times, The Financial Times, The Wall Street Journal, The Telegraph, The Irish
Post, Bloomberg, Reuters, The Guardian, thisismoney.com, The Irish Times.
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hobbies. Because this information is not direct from the individuals or externally
verified by formal institutional sources, there is a lower level of reliability with this
information. Ideally, secondary source data would have been externally verified
through direct contact with each director, but due to time and resource constraints
this approach was not adopted with this dataset.

2.3. Data sources: FTSE100 company reports
Data gathered in relation to diversity for each company was obtained from annual
reports for the company both in 2016 and 2017. 200 reports were analysed, 100
in each year. Each report was searched for the words: diversity, gender, BAME,
ethnic, female, woman, Davies, Hampton, Parker, McGregor, bias, UK Corporate
Governance Code and compliance.

The corporate governance report and

chairman’s statement were read in full as well as the director’s (and, where
available, the executive committee) biographies. More general information about
each company was obtained from the London Stock Exchange website, such as
market capitalization, industry sector and date of listing.

The benefits of relying on annual reports is that they are produced to a high
degree of accuracy and are externally verified.

Annual reports of public

companies are required to comply with International Financial Reporting
Standards.15 These standards “set out recognition, measurement, presentation
and disclosure requirements dealing with transaction and events that are
important in general purpose financial statements”.16 The Companies Act 2006
15
16

Regulation (EC) No 1606/2002 Article 4.
Preface to IFRS 10
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requires directors approve the annual accounts only if they consider them to give
a “true and fair view” of the company.17 This ensures that the contents are
consistent across companies and reliable. It also means that each of the directors
in the sample are responsible for the statements in the annual reports studied for
their company. However, demonstrating that something descriptive, such as an
appointment policy, is not true and fair is challenging.

The data were collected and then coded according to codes developed either in
advance of collection (e.g. director roles or company sector), or subsequently
through a process of inductive coding (e.g. descriptive variables on diversity
approach).18 This meant a coding scheme was developed once all the data had
been collected. This was particularly important for the descriptive variables
relating to the company diversity approach. In total, 41 categories of variable
were collected of which 21 relate to directors and 20 variables in relation to the
companies.

3. Analytical variables: directors
The standard variables that are considered in most diversity studies include
gender, age and ethnicity. These formed a starting point that was expanded upon
in order to create a much more in-depth and nuanced picture of c-suite diversity
including: nationality, age, board experience, role, remuneration, family, hobbies,
education amongst others.

17

The Companies Act 2006 s 393
Lee Epstein and Andrew D Martin, 'Quantitative approaches to empirical legal research'
(2010) 511

18
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Each variable is in Table 2, together with the source, and, where relevant, how
complete, in percentages, the data set is in relation to each gender.

Table 2: FTSE 100 Director data variables

Variable

Company
name
Director
name
Gender

Data source

Company
website
Company
website
Company
website
Nationality Companies
House
Ethnicity
Company
website
picture/ media
search
Age
Annual report
or Companies
House
Honours
Company
website
Job title
Company
website
Internal/ext Company
ernal hire
website
Duration of Company
service
website
University
Company
institution
website/Linked
In/Who’s Who/
Bloomberg
Higher
Company
education
website/Linked
attainment In/Who’s Who/
s
Bloomberg
Schooling
LinkedIn/Who’
s Who/Media
search
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Source
Type

% total % men %
complete comple women
te
complete

Externally
verified
Externally
verified
Externally
verified
Externally
verified
Secondary

100

100

100

100

100

100

100

100

100

100

100

100

Externally
verified

100

100

100

Externally
verified
Externally
verified
Externally
verified
Externally
verified
Direct

100

100

100

100

100

100

100

100

100

100

100

100

80

78

92

Direct

90

91

89

Self20
reported or
Secondary

20

19

98

Variable

Data source

Source
Type

% total % men %
complete comple women
te
complete

Other
current
board roles
Historic
board roles
Remunerati
on
Vested
Shareholdi
ng
Non-profit
boards/
senior
positions
Marital
status

Company
website

Externally
verified

100

100

100

Company
website
Annual report

Externally
verified
Externally
verified
Externally
verified

100

100

100

96

96

92

88

87

95

Externally
verified

Unclear19

Unclear

Unclear

55

62

53

62

47

46

Annual report
Company
website

Who’s
Who/Media
search
Number of Who’s
children
Who/Media
search
Hobbies
Who’s
Who/Media
search

Self55
reported or
Secondary
Self53
reported or
Secondary
Self47
reported or
Secondary

The data collected on the directors can be categorised as either personal or
professional characteristics.

Personal Characteristics
Personal data on directors was considered an important aspect of the study,
helping develop a richer understanding of the subjects. This data would enable
a more convincing analysis about the similarities and differences between

19

It is unclear how complete the data collected in relation to non-profit positions are because
there is no requirement for directors to disclose these. Where no non-profit positions are
disclosed it may be that the director has none or that they do but have not disclosed them.
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subjects that extended beyond the professional.

A large variety of publicly

available information about personal characteristics was collected for each of the
directors in the sample. Information relating to the gender and ethnicity of the
subjects of this study was clearly important. However, ethnicity data was not
easy to ascertain.

The photographs of the subjects provided on corporate

websites helped with identification of ethnicity but only to a very general level.
The difficulty of finding specific and accurate information, combined with the very
small numbers of non-white subjects led to the binary categorization of White or
BAME. However, given the small number of ethnic minorities, this level of detail
is thought sufficient.

Education data formed an important part of the personal data collected. As
discussed in Chapter 4, privilege is thought to be a key aspect to success.
Educational institution with no reference to subject or degree is important here
because there is an abundance of research linking elite education and social
class.20 Those elite institutions, theoretically, feed the high-powered and wellpaid jobs.21 Data on attendance at higher education institutions was gathered,
but in order to assess the privilege associated with this, the ranking of the
educational institution needed to be considered. To do this, data was obtained

20

James D Westphal and Ithai Stern, 'The Other Pathway to the Boardroom: Interpersonal
influence behavior as a substitute for elite credentials and majority status in obtaining board
appointments' (2006) 51 Administrative Science Quarterly 169 170; Mairi Maclean, Charles
Harvey and Jon Press, Business Elites and Corporate Governance in France and the UK
(Springer 2005) 39
21
Maclean and others (n 20) 38
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from well-known national and global university and business school ranking
publications.22

Some of the personal characteristics data proved the most challenging to
ascertain of all the variables. Sometimes it was necessary to resort to indirect
sources for this data. Despite extending the sources for these variables, there
remain a large number of absent data in certain areas such as hobbies23 and
public/private schooling. The extent to which the data set was complete for each
variable can be seen above in Table 2.

Professional characteristics
Professional characteristics include details of professional experience, education
and qualifications. In terms of current position, after noting tenure and role,
investigation was also made into the individual’s path to that position i.e. whether
through an internal or external route. Any appointees under 1 year in the role
before promotion to their current role were considered to be external hires. This
categorization was thought to be a more accurate reflection of reality, after
considering Finkelstein et al’s insider/outsider continuum.24

22

Keay ;Reggy Hooghiemstra, 'Corporate communication and impression management–new
perspectives why companies engage in corporate social reporting' (2000) 27 Journal of
Business Ethics 55
23
A US study of CEOs managed to gain interesting data in respect of CEO golfing habits from
the United States Golf Association website, providing detail on how frequently and how well the
members played. Unfortunately, no such database exists in the UK. Lee Biggerstaff, David C
Cicero and Andy Puckett, 'FORE! An analysis of CEO shirking' (2016) 63 Management Science
2302
24
Sydney Finkelstein, Donald C Hambrick and Albert A Cannella, Strategic Leadership: Theory
and research on executives, top management teams, and boards (Strategic Management
(Oxford U 2009) 116 192, This categorized directors into 8 levels of insider or outsider in which
a director whose tenure had been under one year was considered an outsider and a director
from a different industry was considered an extreme outsider
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In terms of qualifications all higher education and professional qualifications were
noted. However, training programs and other forms of semi-formal education not
internationally recognized or certified, was not included.25

Two education

variables were coded: higher education and professional education. A novel
methodology was devised for measuring higher education labelled ‘education
merit’. This was coded as an ordinal variable with each individual’s education
assessed according to the following criteria: one point for each Bachelor and
Masters degree, two points for every PhD, MBA or professional qualification and
three points for professorship. The scores were then added up to produce a total
education merit score for each individual. Professional education was coded
categorically with the following six categories of qualification: accounting, legal,
engineering, other, none and unknown.

4. Company data
The focus of the second part of the study, on the FTSE 100 companies and their
position on diversity, required the collection of a number of details from the annual
reports and elsewhere. Data on the company was gathered to help build a picture
of how diversity is presented and approached in the FTSE 100. Table 3 sets out
each of the main variables collected in respect of each company, the source,
source type and its percentage completeness.

25

For example, one individual listed ‘senior executive training programme’ on their CV, such
training may be firm specific and there is no indication of wider recognition. This form of training
is assumed as encompassed within what is expected of a role at this level.
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Table 3: Company data variables

Variable
FTSE sector

Source

Source type

London Stock Exchange Externally
website
verified
Date admitted to London Stock Exchange Externally
trading
website
verified
Market
London Stock Exchange Externally
capitalization
website
verified
Compliant
with Annual report
Externally
CODE
verified
Policy on diversity
Annual report
Externally
verified
Measurable
Annual report
Externally
objectives
on
verified
diversity
Reference to Davies Annual report
Externally
report,
Hampton
verified
Alexander review,
parker
review,
McGregor report.
Description of board Annual report
Externally
diversity
verified
Stated benefits of Annual report
Externally
diversity
verified
Membership of 30% 30% club website
Self-reported
club
Unconscious bias Annual report
Externally
training provided
verified
CEO
statement Annual report
Externally
discuss diversity
verified
Number of women Annual report
Externally
c-suite
verified
Number of BAME in Annual report
Externally
c-suite
verified
% women on board Annual report
Externally
verified

% complete
100
100
100
100
100
100
100

100
100
100
unclear26
100
100
100
100

26

It is unclear how complete the data collected in relation to unconscious bias training is
because there is no requirement for companies to disclose this. Those that have not mentioned
unconscious bias training in their annual report may still provide it.
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Variable

Source

Source type

% complete

% BAME on board

Annual report

100

% women in senior
management
%
women
in
workforce
Number
and
%
women on executive
committee
Women in executive
committee roles
Gender pay gap
data (mean and
median of hourly
and bonus pay)

Annual report

Externally
verified
Externally
verified
Externally
verified
Externally
verified

Annual report
Annual report
Annual report

Externally
verified
Annual report or gov.co.uk Externally
verified

88
95
78
78
77

The data collected on company diversity can be divided into two categories:
textual data and statistical data.

4.1. Textual diversity reporting
Under the Code, companies are required to provide information on their diversity
policies.27 The reporting requirements mean that this information is presented
descriptively, so in order to gather specific information it was necessary to
conduct a textual analysis of all FTSE100 company reports for the years 2016
and 2017. This analysis gathers information on 3 key variables from each report:
(1) the definition of boardroom diversity, (2) the board appointment policy in
relation to diversity and (3) any described benefits to boardroom diversity.

27

UK Corporate Governance Code 2018
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Research using textual analysis of company annual reports is rare. After the data
for this study had already been gathered and analysis was nearly complete, a
report by the Financial Reporting Council (FRC) was released in which a textual
analysis of diversity reporting in the FTSE 350 was carried out.28 Although the
methodology for data gathering is similar between that study and this one, this
study differs in its focus and method of analysis. The FRC study sought to
establish a company’s level of compliance with a specific break down of the
diversity provisions of the Code.29 In contrast, this study focuses on an analysis
of each board appointment policy in conjunction with their definition of diversity,
reliance upon merit and diversity statistics.

When designing this study, previous textual analysis methods were considered.
One method that has been successfully used involved counting words dedicated
to a specific topic in each report.30 This method was rejected on the basis that
the context within which key words were used was very important and would be
missed using such an analytical approach. However, a key word search was
used. Other studies of annual reports have created check box indices to process
whether an annual report discloses or refers to a particular item or topic.31 This
system of analysis would be inappropriate here because the values obtained from
the search were too varied and did not become clear until after the research had
been conducted. Another study, seeking to identify causal reasoning in annual

28

Ruth Sealy, 'FRC Board Diversity Reporting 2018' (2018)
Ibid 6
30
Dean Neu, Hussein Warsame and Kathryn Pedwell, 'Managing Public Impressions:
environmental disclosures in annual reports' (1998) 23 Accounting, Organizations and Society
265 275
31
Surendra S Singhvi and Harsha B Desai, 'An Empirical Analysis of the Quality of Corporate
Financial Disclosure' (1971) 46 The Accounting Review 129
29
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reports, involved researchers identifying instances of causal reasoning and then
coding them in a binary way (e.g.

favourable or unfavourable, internal or

external).32 None of these methods were entirely appropriate for this study but
elements of each were drawn upon.

Definition of boardroom diversity
The first part of the textual analysis was to review each nomination committee’s
definition of diversity. It quickly became apparent that there were a wide variety
of definitions used by FTSE100 companies, which covered personal and
professional characteristics. These are summarised in Table 4.

Table 4: Diversity characteristics mentioned in company definitions of diversity

Protected characteristics

Professional characteristics

Gender
Ethnicity
Race
Religious or political beliefs
Marital status
Sexual orientation
Age
Disability
Culture
Background

Skills
Experience
Geographic experiences relevant to
business
Industry experience
Educational background
Professional background
Knowledge

Categories were developed that gave some indication of the emphasis placed on
protected characteristics as opposed to much broader business-related
characteristics. Definitions were categorized according to whether they were

32

James R Bettman and Barton A Weitz, 'Attributions in the Board Room: Causal reasoning in
corporate annual reports' (1983) Administrative Science Quarterly 165 173
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purely focused on protected characteristics or included more business focused
descriptions as set out in Table 5 below.

Table 5: Definition of boardroom diversity categories

Definition of diversity category

Category

Protected and professional characteristics

0

Protected characteristics only

1

Diversity in its broadest or widest sense

2

Unspecified

3

Appointment policy
According to the Code 2016, companies should describe in their annual reports
their board appointments policy in relation to diversity, including gender.33 The
description from each annual report was noted and then a process of identifying
types of policy began. Four groups were devised to create a good indication of
the variety of diversity policies without giving too much room for subjectivity. The
objective was to identify the extent to which diversity and merit were key
considerations for the policy and whether they were considered jointly or
separately. This led to the 4 diversity policy categories set out in Table 6 below.

33

UK Corporate Governance Code 2016 Provision B.2.4.
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Table 6: Appointment policy categories

Categories

Description

Merit Only

Appointments based explicitly on merit, not
diversity
Appointments based on merit with regard to
diversity
Appointments based on an understanding of merit
that includes diversity
Unspecified or unclear

Merit Dominant
Merit and Diversity
Unspecified

Measurable objectives
The Code encourages companies to include measurable objectives to help them
achieve better diversity. Those measurable objectives are included in the annual
report.

Each annual report was searched in order to find any measurable

objectives the companies may have had in place. For the purposes of this study,
companies have been categorized binarily into those that have and those that do
not have measurable objectives in place.

Benefits of diversity
Annual report text was also captured relating to the perceived benefits of board
diversity. There is no Code requirement to provide information on what the
company perceives to be the benefits of board diversity. However, on reading
multiple annual reports, it became clear that many companies chose to report on
this. All the stated benefits of diversity were collected from the annual reports
and from this several categories became apparent. Many companies listed more
than one benefit to diversity. The described benefits of diversity are categorised
as:
1. Diversity of thought and or perspective
188

2. Improved performance or success
3. Greater innovation
4. Better service for stakeholders
5. Greater effectiveness
6. Good practice
7. Better decisions
8. The attraction and retention of talent
Instances were also noted where companies made no mention of diversity
benefits or (as was common) the company recognized benefits of diversity
without being specific about what those benefits were.

Commitment to diversity
There is much research linking the appointment of individuals who reflect the
race, gender and class of the appointee with unconscious bias.34 This is now a
recognized phenomenon and companies are starting to react to it in the form of
training. US research indicates that, in terms of diversity initiatives, which include
1) assigning diversity responsibility to an individual or group, 2) addressing
networking issues for minority groups and 3) providing training on bias, the latter
(3) is the least effective in improving managerial diversity.35 Every company that
reported conducting unconscious bias training was recorded. A limitation to this

34

Equality and Human Rights Commission, ‘An inquiry into fairness, transparency and diversity
in FTSE 350 board appointments’ (2016), Mairi Maclean, Charles Harvey and Jon Press,
Business Elites and Corporate Governance in France and the UK (Springer 2005) 39, Amy J
Hillman, Albert A Cannella and Ira C Harris, 'Women and Racial Minorities in the Boardroom:
how do directors differ?' (2002) 28 Journal of Management 747 759
35
Alexandra Kalev, Frank Dobbin and Erin Kelly, 'Best Practices or Best Guesses? Assessing
the efficacy of corporate affirmative action and diversity policies' (2006) 71 American
Sociological Review 589
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is that it does not mean that companies who do not report on this training do not
provide it, or that those who provide it do so to a high standard. What it does give
is some indication of the popularity of the concept of unconscious bias training
and therefore the significance of unconscious bias itself.36

4.2. Statistical diversity reporting
Each annual report provided the percentage of gender diversity in the overall
workforce, the senior management and on the board. This data was collated
and analysed. A minority of companies also provided some data relating to
ethnicity, but this was so infrequent as to be unhelpful and therefore was not
collected. However, BAME information was recorded in relation to the c-suite,
board and, where available, the executive management team.

Other data collected, where possible, were the roles assumed by women in the
executive management team. Research into judicial diversity has revealed that
women often assumed certain types of roles.37 This has been labelled the “caring
role effect”.38 This research seeks to establish whether there are common roles
for women in the executive management team, and if so, what they are.

In 2018, FTSE100 companies were required to publish gender pay data and
many companies also provided this in their 2017 annual report. Other companies

36

See https://www.theguardian.com/uk-news/2018/dec/02/unconscious-bias-what-is-it-and-canit-be-eliminated accessed 6 August 2019
37
Cheryl Thomas, 'Understanding Judicial Diversity. A Research Report for the Advisory Panel
on Judicial Diversity' (2009) 4
38
Ibid
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provided this data in separate reports.

Reports were then collated by the

Government.39 The data includes mean and median figures for both the
difference in hourly pay and bonus between men and women. This data has
been collected, but snags in the first year of reporting put questions over its
reliability.40

5. Assessing FTSE 100 c-suite director power
Considered econometrically, the data collected in relation to each director can be
used to analyse the sources of power and levels of privilege for each director.
Finkelstein developed 4 constructs to measure power: structural power,
ownership power, expert power and prestige power. These were used as a
schema to represent where power comes from in top management in US
companies.41 Finkelstein found strong empirical support to indicate these
constructs were valid representations of power in US companies.42 Udeuni
utilized this study in research on UK top management and again found the
constructs to be “reliable, valid and stable” estimates of power on the board.43
Tang et al used the structural and ownership constructs in an interesting study

39

'Gender pay gap service' <https://gender-pay-gap.service.gov.uk> accessed 20/7/2019
For details on these snags, see pages 240-242
41
Comparisons between US and UK corporate boards and corporate governance structures are
common due to the converging nature of their corporate processes (Michael Useem, The Inner
Circle, vol 617 (New York: Oxford University Press 1984) 7). However, adaptations are necessary
due to jurisdictional differences such as role duality and access to information.
42
Finkelstein (n 4) 530
43
Henry Udueni, 'Power Dimensions in the Board and Outside Director Independence:
Evidence from large industrial UK firms' (1999) 7 Corporate Governance: An International
Review 62 70
40
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on CEO dominance44 and Daily and Johnson used the method to analyse the
connection between CEO power and firm performance.45 The power constructs
employed in the study are set out in Table 7.

Table 7: Power constructs used in the study

Power construct

Description

Structural

The power associated with
an individual’s position in
the corporate hierarchy

Ownership

Prestige

The power associated with
level of ownership of
company
and
any
associations
with
the
founding of the company
The power associated with
a person’s reputation and
privilege.

Included variables
•
•
•
•
•
•
•
•
•
•
•

Corporate role
Remuneration
Any role duality (e.g.
CEO chairman)
Board tenure
Founder member
Relative of a founding
member
Share ownership
University institution
Prior board experience
ranking (FTSE 100,
Fortune 500)
Count of prior board
experience
Count of non-profit
experience

Expert power was excluded from this study. Obtaining this information to any
appropriate degree of accuracy was not realistic. Publicly available Curriculum
Vitae’s are not always complete and not at all explicit about skills. Udeuni and
Tang et al come to a similar conclusion.46 Also, measuring expert power in this

44

Jianyun Tang, Mary Crossan and W Glenn Rowe, 'Dominant CEO, Deviant Strategy, and
Extreme Performance: The moderating role of a powerful board' (2011) 48 Journal of
Management Studies 1479 1487
45
Catherine M Daily and Jonathan L Johnson, 'Sources of CEO Power and Firm Financial
Performance: A longitudinal assessment' (1997) 23 Journal of Management 97
46
Udueni 66 (n 43), Tang and others (n 44)
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way makes no account for depth of expertise. A director who was a ‘Jack of all
trades’ (i.e. with skills in a variety of areas but expertise in none) would receive
a higher expert power score than a director whose expertise in one area was
outstanding. Without some measurement of depth of expertise, any expert power
score must be of limited value. Furthermore, Finkelstein found that of all the 4
power constructs, expert power received the least support from the data in terms
of demonstrating validity and reliability.47

What follows is a description of all the power constructs used in this study to
create a measure of power for the constituents of the FTSE 100 c-suite.

5.1. Structural power
Structural power is an assessment of the power of individuals within their
organisation.

Finkelstein includes title(s) and remuneration as part of this

assessment. This study has also included board tenure on the basis that, early
on in a board career, executive board positions can be tenuous given the reliance
upon the knowledge and insights of other board members.48 It is far from certain
that increased tenure is linked to improved performance, for example, Swiss
research has linked the advanced age of the Chairmen with negative comparative
performance.49 What seems more likely is that with increased tenure often comes
increased power. A study of CEO shirking found that longer tenured CEOs were

47

Finkelstein (n 4) 530
James G Combs and others, 'The moderating effect of CEO power on the board
composition–firm performance relationship' (2007) 44 Journal of Management Studies 1299
1307
49
Urs Waelchli and Jonas Zeller, 'Old Captains at the Helm: Chairman age and firm
performance' (2013) 37 Journal of Banking & Finance 1612 1612
48
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more likely to avoid disciplinary action for shirking.50 Daily and Johnson also
included an assessment of percentage of independent directors on the board to
give an indication of the capture of the CEO.51 This is not considered to be
appropriate here given the study extends beyond the CEO.

Another indicator of structural power is dual CEO/Chairman roles given the
potential for that individual to dominate the board.52 However, in the UK this is
contrary to the Code, to prevent one individual wielding too much power.53
Consequently there are very few dual roles still remaining in the FTSE 100. There
remain a few executive Chairman on boards, often they are founders. Where this
is the case the individuals are scored the highest score in relation to their role.

5.2. Ownership power
The Code suggests that companies set minimum shareholding for directors54 to
ensure they have shareholdings significant enough to tie their interests to the
interests of shareholders.

One potential consequence of this increased

shareholding is an increase in their power base.55 Ocasio found that it is easier
for CEOs with low levels of ownership, to be removed from their positions.56
Similarly, MacEachern found that where CEOs had large shareholdings and their
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Biggerstaff and others (n 23) 28
Daily and Johnson (n 45) 101
52
Ibid
53
UK Corporate Governance Code 2016, A.2.1,
54
UK Corporate Governance Code, Schedule A,
55
Daily and Johnson (n 45) 101
56
William Ocasio, 'Political dynamics and the circulation of power: CEO succession in US
industrial corporations, 1960-1990' (1994) Administrative science quarterly 285
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company was performing poorly, they were less likely to be removed than if they
had small shareholdings.57 In this light, share ownership can be viewed as a
buffer against poor performance.58 To calculate ownership power in relation to
shareholdings, the number of shares each director owned was used in
combination with the outstanding share capital in order to find a percentage of
company ownership.59 The greater the % of the company’s share capital held by
one person, the greater the ownership power that individual has on the basis that
“a top manager with significant shareholding in an organization will be more
powerful than a manager without such a base of control”.60

An arguably more significant measure of ownership power is the power that
comes from being a founder or related to a founder of the company. According
to Daily, this power stems from the relationships that they have had time to build
up with board members as well as other key stakeholders.61

5.3. Prestige power
According to Finkelstein, “managerial prestige promotes power by facilitating the
absorption of uncertainty from the institutional environment both informationally
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William Archibald MacEachern, Managerial control and performance (Lexington Books 1975)
Warren Boeker, 'Power and managerial dismissal: Scapegoating at the top' (1992)
Administrative Science Quarterly 400 404
59
https://markets.ft.com/data/equities accessed 22 June 2018. The outstanding shareholding
figure obtained here referred to the amount outstanding on the 28 May 2018, which is later than
the date of the director shareholding information provided in the annual report. However, large
listed companies do not often issue new shares and by checking on the London Stock
Exchange website (http://www.londonstockexchange.com/statistics/new-issues-furtherissues/new-issues-further-issues.htm) it was possible to verify that no further shares had been
issued between the date of the annual report and the 28 May 2018
60
Finkelstein (n 4)
61
Daily and Johnson (n 45) 101
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and symbolically”.62 Broadly this means having a person with high levels of
prestige in the c-suite provides comfort to investors and other stakeholders which
benefits the company and corresponds to a degree of power for the individual.
The Oxford English Dictionary defines prestige as “influence or reputation derived
from achievements, associations or character or from past success”.
Finkelstein’s calculation of prestige includes an assessment of the number and
ranking of the corporate boards sat on, the number of non-profit boards sat on
and whether or not the education institution attended was considered elite.63
While these could be considered indicative of achievements and past success,
they are extremely unlikely to be complete in this regard and they do not speak
at all to a person’s “character or associations”, also considered by the Oxford
English dictionary to be part of prestige.

Measuring influence is particularly hard as it is forward looking and dependent
upon others. Tang et al excluded prestige power entirely from their study of CEO
dominance. They reasoned that any judgement of power based on variables like
education would be more uncertain than the structural and ownership variables
discussed above.64 On a more positive note, Hambrick et al described
educational background as a “muddy” indicator of “socio economic background,
cognitive styles, risk propensity and other underlying traits” but felt that, should
empirical testing reveal any findings, those findings would have been put through
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Finkelstein (n 4) 510
Sydney Finkelstein, Donald C Hambrick and Albert A Cannella, Strategic Leadership: Theory
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(Oxford U 2009) 116; Finkelstein (n 4)
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a more “stringent” test because of this muddiness and be stronger as a
consequence.65

It may be argued that factors such as education institution and boards sat on (as
a measure of a person’s network) may not give a good indication of prestige but
instead measure privilege. This may be particularly the case in the US, where
universities operate a legacy system that favour alumni and amounts to an
“informal quota system” which disproportionately and undemocratically benefits
the rich and the White.66 It is arguably more accurately a measure of privilege
because it is a measure of someone’s background, not a measure of the effect
of someone’s background on others, as with prestige. However, whilst it is
believed that privilege forms an important aspect of prestige, privilege is
omnipresent in all the measures of power and cannot be separated out here.

The number of external engagements a director is involved with is important here
as an indicator of prestige power. A study of high profile CEO’s found that
“superstar CEOs are more likely to accept outside engagements that enhance
personal wealth and utility, including book writing and serving on multiple boards
and that this corresponds to declining firm performance”.67 In other words, they
may receive these positions as a consequence of the privileges they have been
bequeathed. Whether or not those advantages would not more effectively have
been utilized by others is open to debate, especially when you consider the more
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Donald C Hambrick and Phyllis A Mason, 'Upper Echelons: The Organization as a Reflection
of its Top Managers' (1984) 9 Academy of Management Review 193 196
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Tom Leonard, 'The Ivy League’s Dirty Secret' The Spectator (17 November 2018)
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Ulrike Malmendier and Geoffrey Tate, 'Superstar CEOs' (2009) 124 The Quarterly Journal of
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positions a person takes on, the greater the likelihood of distraction and
underperformance in their corporate role.

6. Methodological limitations
In addition to the absences in data leaving some variables incomplete, as set out
in Table 3, there were some variables which may include some unknown
absences. Companies do not follow a prescribed format for the information they
provide in relation to their directors. Biographies can be detailed or very brief.
The difficulty is then determining whether, for example, a director chooses not to
disclose all or some charitable board appointments and affiliations in his or her
biography or is simply not on any charitable boards. The issue is mitigated
through the data validation process but, as sources are limited, it cannot be fully
removed.

The limitations in the methodology relating to the textual analysis must also be
highlighted. Coding of the textual data was essential in order to be able to
analyse it. However, for a number of the variables, determining the codes was a
matter of interpretation and as such there is scope differences in interpretation.
The most contentious variables in terms of coding was the description of the
company board appointment policy. However, this limitation was minimized as
far as possible by ensuring the categories were suitably distinct, so there was
little risk of overlap. The process was also repeated blind on two occasions.
Through this process discrepancies were highlighted and could be given careful
attention.
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With any data set there is the possibility for human error to occur in the inputting
of data and the translating of data from source to category. Care was taken to
minimize this during the initial data input stage, but random spot checks were
also carried out on the dataset before analysis began.

From a source reliability perspective, much of the data gathered in relation to the
companies themselves was taken from the annual reports.

While this is

beneficial because it is a direct source, this is the information that the company
knows will be public and so it is the information the company wants the public to
see.

Therefore, one can not necessarily say the annual report position on

diversity is a true reflection of the diversity environment of the company. There
is certainly the significant risk that information has been selectively disclosed so
that it places a company in the most favourable light.68 Choudhury and Petrin
suggest the possibility that disclosure rules aren’t wholly effective because “even
where negative information is disclosed, the disclosed information is marginalized
or abstracted in such a way that the focus is on altering stakeholder’s perceptions
rather than changing corporate behaviour”.69 Although this was highly likely, it
was felt that there remains value in examining how companies position
themselves in terms of diversity, even if only to see whether it has any connection
to their reality, when looking at the statistics and the director data gathered.
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Barnali Choudhury and Martin Petrin, 'Corporate Governance That ‘Works for Everyone’:
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69
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Theoretically, there are a number of reasons to be cautious when considering the
data gathered in relation to the power constructs. These include the overlap in
merit, power and privilege. None of these concepts are distinct, they relate and
interfere with each other in a variety of differing ways. There are also a number
of factors that would be very informative, but which could not be measured here,
such as expertise.
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Chapter 6
Analysis of FTSE100 c-suite population

This

chapter

is

the

first

of

two

empirical

findings

chapters.

It

analyses the data gathered about FTSE100 c-suite directors in 2016 and 2017.
Chapter 7 analyses the data gathered about the diversity of the companies they
work for. There are 398 individuals making up the sample. This represents the
entire population of the FTSE 100 c-suite in 2016 and 2017. The research
focuses on the c-suite because they represent the most powerful individuals in
the largest organisations in the UK and yet their diversity is lagging significantly
behind the progress made in wider boardroom diversity. Data on a wide array of
c-suite member characteristics has been gathered through a range of primary
and secondary data sources.1

The data has been analysed according to three overarching categories:
personal characteristics, professional background and power indicators.
The categories were chosen because they each provide a different lens through
which the differences and similarities of the c-suite can be assessed. The first
category, personal characteristics, speaks to the diversity of the group in a wide
sense. It may give an indication about the depth and authenticity of diversity, not
only of gender and ethnicity, but also in the experiences and perspectives that
the group represents. The second category, professional background, provides
an indication as to whether the skill level expected for each role, gender and

1

Table 2 page 174 sets out all the director data variables
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ethnicity differs in any significant way. This may give insight into the respective
hurdles that need to be overcome in order to attain board room membership.
Finally, the results have also been analysed according to a calculation of power
based upon the information gathered in respect of personal characteristics and
professional background. This provides a way of looking at the data in a more
unified way; it is also based on the premise that there are differences in power
levels within c-suite roles, and this power can be represented, to a degree, by an
amalgamation of certain characteristics. It is hoped that this analysis will
contribute to a richer understanding of the realities of diversity in the c-suite, as
well as providing an indication of the relative hurdles to be overcome for c-suite
appointment and retention of appointments.

1. Gender and ethnicity
It is already well known that corporate boards are overwhelmingly White and
male: there are significantly more men than women2 and more white individuals
than BAME3 individuals on the wider corporate boards. This study adds to the
knowledge in this field by focusing on the c-suite of the FTSE100 in 2016 and
2017. The study sample includes 398 individuals, which represent the entirety of
the FTSE100 c-suite in 2016 and 2017.

2

As discussed in Chapter 1, there has been a multitude of articles on this topic and a variety of
reports. The most prominent in the UK is the Female FTSE Reports series published by
Cranfield School of Management, these can all be found at:
https://www.cranfield.ac.uk/som/expertise/changing-world-of-work/gender-andleadership/female-ftse-index
3
Sir John Parker and The Parker Review Committee, A Report into the Ethnic Diversity of UK
Boards (2016)
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This study seeks to examine diversity beyond gender and ethnicity, whilst
retaining an overall gender and ethnicity framework. This is important partly
because diversity has come to represent much more than these two
characteristics. Going beyond gender and ethnicity enables a consideration of
the extent of variety in the backgrounds of the influential c-suite population and,
consequently, whether c-suite appointments are being made in the image of
those who are already there.

1.1. Representation
As shown in Figure 2, of the entire c-suite membership in 2016-17, 87% (336)
were White men. As set out in Table 8, 9% (36) of the sample were White women,
4% (16) BAME men and less than 1% (1) BAME women.

Figure 2: Gender and ethnic distribution of the FTSE100 c-suite in 2016 and 2017 (%)

9

4 0

87
White men

White women

BAME men

BAME women
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UK population data estimates that White women account for 44% of those aged
24-64 who are in employment, a similar figure to that of White men.4 There are
also significantly more BAME in employment between ages 25-64 when
compared to the c-suite employment proportions, but it is much more pronounced
for BAME women than BAME men. At a high level the data suggests that,
proportionally, women are more underrepresented than BAME individuals. This
is consistent with the views of Padavic and Reskin who found, in their empirical
work into occupations more generally, that “there remains a great deal of sex
segregation and a moderate amount of occupational race segregation”.5 At the
point where gender and ethnicity intersect, the underrepresentation is at its most
extreme. There was only 1 BAME woman in the sample, and while little
information of value can be extrapolated from a sample size of one, it is clear that
there is significant underrepresentation6 amongst this group. This corroborates
research indicating it is ethnic minority women who are most affected by unequal
job opportunities.7

The average age for both white and BAME men in the c-suite is the same (58).
This is 6 years older than the average c-suite woman’s age. This might suggest
that women are appointed at an earlier age.

4

Office for National Statistics, ‘2011 Census: Population Estimates for the United Kingdom’
Irene Padavic and Barbara F Reskin, Women and Men at Work (Pine Forge Press 2002) 73
69
6
The only BAME woman in the sample was Manjit Wolstenholme who was chairman of
Provident Financial. She died in November 2017.
7
Margaret Yap and Alison M Konrad, 'Gender and Racial Differentials in Promotions: Is there a
sticky floor, a mid-level bottleneck, or a glass ceiling?' (2009) Journal of Industrial Relations 593
609
5
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Table 8: Comparison of c-suite demography with working population demography

White men
FTSE100 c-suite

87% (336)

White
women
9% (36)

BAME men
4% (16)

BAME
women
0.3% (1)

Average age

58

52

58

52

Population aged 25- 44%
64,
economically
8
active

45%

6%

5%

Population age 25- 43%
649

44%

7%

7%

1.2. C-suite roles
Figure 3 sets out the distribution of c-suite roles by gender and ethnicity. There
is a clear trend for women to occupy CFO roles and for BAME individuals to
occupy CXO roles. In contrast, the majority of men are relatively evenly split
between Chairmen, CEO and CFO roles with a slight increase in numbers of
Chairmen corresponding to the lack of women Chairmen. BAME individuals
represent 20% of the total number of Executive Chairmen but this role is rare in
the FTSE100.

8

Data from Office for National Statistics, Population census by economic activity, sex and age
(2011). There has been an increase in employment levels since 2011 but latest statistics do not
provide analysis by ethnicity. Statistics from 2019 show that the percentage of women over the
age of 16 in the workforce is 56.9% compared to 52.7% from the same period in 2011. For men
these figures are 66.4% and 64.1% respectively (Office for National Statistics, People in Work
(2019)).
9
Ibid

205

Figure 3: Gender and ethnicity percentages for each c-suite role
CEO
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* Of this number, one individual, Carolyn McCall is counted twice, as CEO of EasyJet in
2016 and CEO of ITV in 2017.

1.3. Remuneration
As can be seen in Figure 4, in every role the mean total remuneration is
substantially higher for men than for women. This is most pronounced in relation
to CEO roles where the mean is almost double for male CEOs than women
CEOs. To provide context to this difference, the stock price performance of the
companies with women CEOs during this period was reviewed. There were five
companies with a woman CEO during the 2016 and/or 2017 period and stock
prices during that time show a slight overall decline in the share price for
Kingfisher plc, Imperial Brands plc and Severn Trent plc.10 For EasyJet plc there

10

Stock price information obtained from London Stock Exchange website
https://www.londonstockexchange.com/exchange/prices-and-markets/stocks/ (accessed 15
March 2019)
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was an overall increase and for Whitbread plc the overall share price
performance was relatively stable.11

Figure 4: Total remuneration by role and gender

The remuneration picture is different for ethnicity. The salaries of BAME
individuals match or exceed white individuals in all roles except that of the
chairman as set out in Figure 5. Much of this difference may be attributable to
the relative size of the samples. There are only 3 BAME CEOs in the sample, of

11

Ibid
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which the largest remuneration for one individual (averaged across 2016 and
2017) was £13,544,735. For white CEO’s, the comparable figure was
£41,560,000. Due to the numbers of white individuals in the sample, outliers have
less impact on the data overall than they do in relation to BAME individuals.
Notably, a review of outliers reveals that there are no women outliers.

Figure 5: Total remuneration by role and ethnicity
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2. Personal Characteristics
2.1. Age
Figure 6 shows that there is a similar pattern of age distribution for both genders,
but the range is significantly broader for men, and women tend to be younger. In
both cases, a wide range of ages are represented.

Figure 6: Age distribution of c-suite members

2.2. Nationality
A closer look at the nationalities dominating the c-suite reveals that 64 of the
companies in the sample have a c-suite in which British is the dominant
nationality. A nationality is considered dominant for these purposes if it
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outnumbers all other nationalities in the c-suite of that company. There are 25
more companies that have a different dominant nationality. Only 11 companies
have no dominant nationality and can therefore have some justification in a claim
to having a diverse c-suite from a nationality perspective. Figure 7 shows that
nearly half of the companies in the study have just one nationality in the c-suite
and 17 with 3 or more.

Figure 7: Count of companies according to number of nationalities in the c-suite
46
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number of nationalities

As this study is of FTSE100 companies it is unsurprising that 65% (252) of the
sample are British. A variety of other nationalities make up the remaining 35%
(118). Figure 8 shows the split of non-British nationalities. There is a prominence
of American nationals, which may be explained by the language and similarities
between British and American governance systems and the breadth of prominent
companies from which c-suite members can gain experience. There are two nonEnglish-speaking nationalities among the most represented: Spanish and Dutch.
Many of the most common nationalities can be found grouped together within
210

companies. For example, the Irish companies CRH plc, DCC plc and Smurfit
Kappa plc have only Irish nationals on their c-suite and the Mexican company
Fresnillo plc has only Mexican c-suite members. Less intuitive concentrations of
nationalities include Anglo American plc where the dominant nationality of c-suite
is Australian. Anglo America plc is a mining company and, whilst some of its
projects and operations are in Australia, it is headquartered in the UK and it has
offices in India, China and Singapore only.12 Most of its mining operations take
place in South Africa. Another example is Royal Dutch Shell plc, whose c-suite
is dominated by Americans despite the company being an English-Dutch
company, with projects not only based out of the Gulf of Mexico but also
Malaysia, Philippines, Norway and the UK.13

Figure 8: Non-British nationalities represented on c-suites
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Annual Report (Anglo-American plc, 2017)
'Major Projects' <www.shell.com/about-us/majorprojects.html > accessed 10 October 2018
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2.3. University institution attended
As discussed in Chapter 3, social networks form a distinct part of the capital a
director can be considered to bring to a role and, as discussed in Chapter 4,
university institution can be an indicator of the networks to which a person has
been exposed. It is also an indicator of privilege. It would be expected that a high
proportion of the c-suite would have attended a small proportion of universities,
representing the most elite. What the data shows is that there is a high
concentration of elite universities but also that both elite and non-elite universities
are often grouped together.

Figure 9 shows the numbers of c-suite members attending the most popular
universities within the sample alongside their university ranking. Only those
universities with at least 5 different attendees from among the sample were
included. The most popular universities are unsurprising. The University of
Cambridge and the University of Oxford are at the top, perhaps reflecting their
position at the top of global university rankings.14 But the subsequent most
popular universities show limited correlation with university ranking. The
University of Manchester (ranked 54 in the world15) is the fifth most popular
university, following INSEAD which is unranked in this index (but as a business
school is highly relevant)16 and Harvard ranked 6th.

14

Marc Galanter and Simon Roberts, 'From Kinship to Magic Circle: the London commercial
law firm in the twentieth century' (2008) 15 International Journal of the Legal Profession 143
15
'Times Higher Education World University Ranking' (The Times,
<https://www.timeshighereducation.com/world-university-rankings/2017/worldranking#!/page/0/length/25/sort_by/rank/sort_order/asc/cols/stats> accessed 19/07/18
16
INSEAD is a business school and in 2019 was ranked number 3 globally for its MBA
(http://rankings.ft.com/businessschoolrankings/insead accessed 22 June 2019)
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Further analysis of the data revealed that 21 of the FTSE 100 companies had
directors who shared an alma mater. Whilst frequently the common university
was Oxford or Cambridge, other connections of note include the CEO and CFO
of AstraZeneca both attending HEC Paris, the CEO and Chairman of Land
Securities both attending the University of Reading and the CFO and Chairman
of Rentokil Initial both alumni of the University of Manchester.

Figure 9: Most common universities
Count of members attended

University institution ranking
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Looking specifically at Oxbridge from the perspective of gender revealed that
30% of the sample of women went to Oxbridge universities compared to 15% of
the men. A more high-level analysis of university attendance and prestige is also
revealing. Grouping universities in terms of their status and ability to confer or
indicate privilege is not novel. Finkelstein did this in a study of power, by
attributing scores to individuals according to whether or not they attended elite
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institutions.17 Universities are categorised as either elite or non-elite. Scores for
each individual are calculated by counting the number of elite and non-elite
institutions attended.18 The findings are set out in Figure 10. The results show
that while 5% (14) of men in the c-suite have attended no formal higher education
institution, there are no women without formal higher education. Also, most csuite men have a graduate degree from a non-elite institution, whereas the
majority of women c-suite members have a graduate and postgraduate degree
from an elite institution.

Figure 10: Attendance at elite institutions by gender
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Sydney Finkelstein, 'Power in Top Management Teams: Dimensions, measurement, and
validation' (1992) 35 Academy of Management Journal 505
18
Elite institutions were compiled by combining of the 2018 Times Higher Education UK Top
10, World top 20 and the Financial Times World Business School rankings top 10. This
constituted a list of 29 institutions as follows: Oxford University, University of Cambridge,
Imperial University, University College London, London School of Economics, University of
Edinburgh, Kings College London, Manchester University, Bristol University, Glasgow
University, California Institute of Technology, Stanford University, Massachusetts Institute of
Technology, Harvard, Princeton, University of Chicago, ETH Zurich, University of Pennsylvania,
Yale, Johns Hopkins, University of Colombia, University of California LA, Duke, University OF
California Berkeley, Cornell, Northwestern, INSEAD, Wharton, London Business School.
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From an ethnicity perspective (see Figure 11), there are no BAME c-suite
members with attendance at 2 or more elite institutions but, proportionally, there
are more BAME individuals educated at one elite institution than white
individuals.

Figure 11: Attendance at elite institution by ethnicity
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2.4. Family life
As set out in Table 9, of the 398 c-suite members in the sample, at least 55%
(217) of them are or were married. The status of the other 45% (181) was
unknown.
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Table 9: Marital status by gender

Marital status

Women

Men

Married,
divorced
widowed
Unknown

57% (21)

Unmarried

54% (196)

Total
Sample
55% (217)

UK
Population19
65%

38% (14)

45% (164)

43% (173)

0%

5% (2)

0% (2)

0% (4)

35%

or

Of those that were known to be married, 93% (202) were known to have children,
the average number of children being 2.7. This is substantially higher than the
number of children in the average UK family, the latest data calculating this to be
1.9 children per woman.20 However, the UK statistics figure accounts for
everyone, while the c-suite figure accounts only for those for whom there was
publicly available information. When this is added to the likelihood that data about
the presence of children is more readily available than the absence of children in
an individual’s life, it must be assumed that the c-suite figure is likely to be skewed
towards a higher number of children and may have a low degree of accuracy.

On an individual level, there are two men in the sample who have 7 children and
one who has 8. Figure 12 below shows the percentage frequency of number of
children amongst the sample, broken down by gender, for whom data was
available (it was not available for 46% (170) of men and 38% (13) of women). It
shows that a greater proportion of women have 0-2 children and the opposite is
true for having 3 children and over. There are more directors who have four

19

Office for National Statistics, Population estimates by marital status and living arrangements
(2016)
20
Office for National Statistics, Childbearing for women born in different years, England and
Wales: 2016 (2016)
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children than those who have 1. However, given that the number of children is
unknown for a large proportion of this sample, it is not possible to place much
significance on this information.
Figure 12: Number of children by gender and UK population21
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2.5. Hobbies/personal interests
Analysis of how c-suite spend their personal time was limited because data was
only available on 47% (184) of the sample. There was insufficient data on the
BAME individual’s hobbies for them to be included in this analysis. However,
based on the information available, and as Figure 13 below shows, the most
popular pastime was golf, with 28% (42) of men claiming it to be a hobby. In
contrast, 0% of the women for whom data was available reported golf as a
pastime. For women, the most popular pastimes were music, reading and the

21

The UK population data was taken from Office for National Statistics, ‘Childbearing for
women born in different years, England and Wales: 2017’, (2017) and relates to average family
size and estimated family size distribution for women born in 1972 who have completed their
childbearing
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arts in equal proportion. Music and the arts were both in the top five hobbies for
men also.

Figure 13: Most common hobbies
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2.6. Name
Table 8 below sets out some interesting characteristics of the 3 most common
names in the sample for each gender. According to the Office for National
Statistics, John was the most popular boys name in England and Wales for
several years until about 1950, about 67 years before the census date of this
research.22 The most common names for women do not correspond as well with
the most popular names data from the Office for National Statistics report. There
are more people in the c-suite group named John than the total number of BAME
c-suite members in the entire FTSE100.23

22

'Baby names since 1904' (The Office for National Statistics,
<https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/livebirths/a
rticles/babynamessince1904howhasyoursperformed/2016-09-02> accessed 12 October 2018
23
Similar research has been reported in the media in recent years, such as: Jennifer Rankin,
'Fewer women leading FTSE firms than men called John'(The Guardian 6 March 2015)
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Table 10: Demography of c-suite

Name
Total number

John
6% (23)

David
3%
(13)
Average age
62
59
Most common Chairman CEO
role
Percentage
18% (4)
8% (1)
with titles

Andrew
4% (14)

Anne Alison
1% (5) 1% (3)

Jessica
1% (2)

55
CFO

55
CFO

56
CEO

49
CFO

(0)

(0)

33% (1) (0)

3. Employment background
3.1. Entry route to the c-suite
As set out in Figure 14, there is no substantial difference between the entry routes
to the c-suite by gender. In terms of ethnicity, a greater portion of BAME
individuals gain appointments via the internal route. There are no women
founding c-suite members, but 12% (2) of BAME individuals are founder owners
and 3% (9) of men are.

<https://www.theguardian.com/business/2015/mar/06/johns-davids-and-ians-outnumberfemale-chief-executives-in-ftse-100> accessed 21 August 2018, Josie Cox, 'More people called
David and Steve lead FTSE 100 companies than women and ethnic minorities' The
Independent (8 March 2018) <https://www.independent.co.uk/news/business/news/women-ftse100-gender-discrimination-pay-gap-board-representation-chief-executive-a8244361.html>
accessed 21 August 2018, Claire Zillman, 'Men named ‘David’ outnumbered all of Britains Top
Women CEOs last year' Fortune.com (4 August 2017) <http://fortune.com/2017/08/04/ftse-100ceo-pay-women/> accessed 21 August 2018
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Figure 14: Entry route to the c-suite by gender and ethnicity
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Figure 15 below shows that while the majority of male CEOs obtain their position
via the internal route, most women CEOs get there through the external route.
For Chairmen the opposite is true, and the difference is much more pronounced.
The data shows that the vast majority of male Chairmen obtain their roles via the
external route, whereas almost all women Chairmen obtain those positions
internally.
Figure 15: Entry route by role and gender
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3.2. Education merit
In a novel approach to the study of education levels, the data was coded to score
each individual on their level of educational attainment. Each sample member
was graded according to number and level of higher education achievements
obtained according to criteria devised as part of this study.24 This approach was
developed to enable better comparison of the backgrounds of the c-suite sample.
No adjustments were made on the basis of the institutions from which the
qualifications were obtained.25 The total scores were calculated, and the results
are set out in Figure 16. C-suite member scores are similar for both genders, the
most common score is 3 (which could correspond to a BA plus an MBA, for
example). However, for men there is a substantial number with a score of 1
(which will likely correspond to a BA), whereas the proportion of women with such
a score is lower. Overall, women appear to be proportionally more likely to have
scores of 3 and above than men. This must be considered alongside the fact that
the vast majority of women are in CFO roles, where professional accounting
qualifications are the norm, although not a requirement.

24

More detail on this can be found in Chapter 5 page 176
University institution is considered in relation to privilege discussed at page 274. However, it
is acknowledged that institution relates to much more than just privilege and there will be a
difference in educational attainment according to the institution from which the qualification was
obtained. However, without much more information such as subjects taken, university
speciality, grades obtained and teaching it was felt an attenuation of qualification score
according to institution could not be effectively achieved here.

25

221

Figure 16: Percentage of each gender according to education merit score
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Figure 17 shows education merit scores from an ethnicity perspective and shows
a notable increase in the proportion of BAME individuals with a score of 3 than
for White individuals. White individuals are proportionally more likely to have a
score of 2 or below.

Figure 17: Percentage of each ethnicity according to education merit score
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Figure 18 shows an analysis of qualification scores by role. It reveals that
Chairmen have the lowest education merit scores amongst the key roles, closely
followed by CEOs. For CFOs, qualifications are more common, with over 75%
(71) (for which information was available) having a score of 3 or above. While the
total number of Executive Chairman is small (and for this reason they are not
included in Figure 18), they have the largest proportion of low education merit
scores, with 75% (3) having a score of 0 or 1.

Figure 18: Percentage of each merit score by role
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3.3. Education – subject choice
Figure 19 details the subject choices for the highest educational attainment of
each individual in the sample, where this information was available. It sets out
the percentages of each gender and ethnicity grouping by each subject area.
Business related subjects are the most common for each category of individual.
Social sciences are the second most common for all but BAME individuals,
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whose second most common subject is science. The percentage distribution is
remarkably similar for both genders across most subjects except that the
proportion of women with arts qualifications is considerably higher than for men.
In contrast, men are much more likely to hold engineering or other qualifications,
as well as none at all.

Figure 19: Percentage of gender and ethnicity by subject choice
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3.4. Previous board experience
Figure 20 sets out the previous board experience of c-suite members by gender.
The data shows 7% more women c-suite members have FTSE 100 experience
than men. Women also have proportionally more FTSE350 experience. In
contrast, 8% more men than women have no prior board experience in any of
these categories.
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Figure 20: Percentage of gender with different categories of board experience prior to current
role
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Looking at the data from an ethnicity perspective, Figure 21 shows that a higher
proportion of White c-suite members have FTSE100, FTSE350 and other
international stock market experience than BAME c-suite members. Whereas
there are proportionally more BAME c-suite members than White c-suite
members with Fortune 500 experience. The most substantial difference is in
relation to those with no prior board experience in these categories, of which
there are 20% more BAME individuals than White individuals. Again, the paucity
of BAME individuals in the sample means little can be concluded from this.
Figure 21: Percentage of ethnicity with different categories of board experience prior to current
role
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3.5. Professional qualifications
Figure 22 below shows the number of directors holding the most common types
of qualifications. The majority (55%) of c-suite members have no professional
qualifications. There is little gender difference, with 51% (19) of women having
no professional qualifications compared to 55% (200) of men. The most common
type of qualification is an accounting qualification. This is unsurprising given the
relevance of this knowledge to the role of the CFO. Looking at the sample of
women there is a higher proportion of CFOs than there is within the sample of
men, as such it is also unsurprising that a larger proportion (43%) of women
have accounting qualifications than men (31%). The data shows it is less
common for women in the c-suite members to hold professional qualifications
that are classified as “Other” than it is for men. Only one woman holds a
qualification in something other than accounting whereas men hold engineering,
legal, actuarial, surveying and a number of other professional qualifications.

Figure 22: Percentage of each gender by professional qualifications
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As Figure 23 shows, there are more BAME individuals with no professional
qualifications than White individuals, with about 10% fewer BAME c-suite
members holding accounting or other qualifications respectively.

Figure 23: Percentage of each ethnicity by professional qualifications
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3.6. External appointments
The Code states that “full-time executive directors should not take on more than
one non-executive directorship in a FTSE100 company or other significant
role”.26 An analysis of the number of external appointments by gender and
ethnicity reveals that the distribution of number of external for-profit appointments
by gender for CFOs is comparable. This is not the case the for the CEO,
Chairman and CXO positions where there is a greater proportion of women who
have one or more external appointments (Figure 24). There are only 2 BAME csuite members who exceed this Code recommendation, one of whom is a
Chairman. As Chairmen are typically part-time non-executives, this provision
does not apply to them and there are no specific requirements in the Code related
to the number of boards they can sit on. However, ISS (Institutional Shareholder
Services) states that Chairmen should not hold another executive position, more
than one additional chairmanship or more than three non-executive
directorships.27

26

UK Corporate Governance Code 2018 (2.15)
Institutional Shareholder Service, ‘Director overboarding (UK & Ireland)’ (2018). ISS are a
service that make recommendations to institutional shareholders in order to improve corporate
governance for their financial benefit. As such, boards may pay attention to their
recommendations in order to keep their institutional shareholders happy.
27
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Figure 24: Percentage total of each gender in each role with 0, 1, 2 and 3+ current external
appointments
0

2

3+
3
3

4
4

5
6

11

1

40
39

18

38

31

57

67

56

23

50

75

60

60

17

24

17

15

women

men

33

women

men

women

CEO

men
CFO

43

women

Chairman

men
CXO

Figure 25 shows that BAME individuals have proportionally fewer appointments
than white individuals across all roles except that of CXO.
Figure 25: Percentage total ethnicity in each role with 0, 1, 2 and 3+ current external appointments
0

1

2

3+

2
3

3
4

5
6
33

33

33

33

40

14

22
29

40
33

23
67
49

73

67

60

57

23
33
14

white

BAME
CEO

white

BAME
CFO

white

BAME

Chairman

white

BAME
CXO

229

Figure 26 relates to non-profit external appointments and reveals that the majority
of c-suite members have not disclosed that they sit on any non-profit boards. Of
those that have disclosed non-profit roles, proportionally, there are more BAME
men with 2, 3 or 4 external non-profit appointments than women or White men.
Women have proportionally the lowest number of members with 1 or 2
appointments. Women also show the highest proportion of undisclosed nonprofit experience but double the proportion of members with 3 or more non-profit
engagements than men.
Figure 26: Proportion of non-profit engagements by gender and ethnicity
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3.7. Public profile
Many of the individuals in this study are quite well-known. Who’s Who, a
database of influential people in the UK, features 27% (107) of the individuals in
the sample. Gaining entry into this database is a closely guarded secret but,28

28

Anon, 'How to get in Who’s Who' BBC (<http://news.bbc.co.uk/1/hi/uk/1119959.stm>
accessed 6 August 2019
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according to the publisher, its objective is “to hold up a mirror to show an up-todate image of the people of influence or distinction and interest in contemporary
British society”.29 As set out in Table 10, of those c-suite members in Who’s Who,
94% (101) are White men. There are 6 women from the sample in the database,
accounting for 16% of the total sample of women. There are no BAME individuals
from this sample in Who’s Who. Given the uniqueness of their position, their lack
of membership in Who’s Who is surprising. It is also surprising that so few
women are featured. However, what we do not know from this statistic is whether
any of this sample were asked to be included but declined.

Table 11: Entries in Who's Who by gender and ethnicity

Men
Percentage of total
in Who’s Who
Percentage
of
class

Women

White

BAME

94% (101)

6 % (6)

100% (107)

0 % (0)

30% (101)

16% (6)

28% (107)

0% (0)

4. Power
An analysis of the dataset also involved an assessment of the levels of power of
each individual in the FTSE100 c-suite using a system of scoring across a variety
of factors from an individuals’ background and CV.30 These scores were then
totalled and used to compare power levels across the c-suite and identify if there

29

Neil Tweedie, 'Who’s Who and Why oh Why?' The Telegraph (1 December 2008) accessed
26 October 2018
30
Details of this process can be found in Chapter 5, page 187 onwards
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were any trends in the distribution of power. Three types of power were
examined: structural, ownership and prestige power.31

The first level of analysis was to compare the distribution of each type of power
by gender and ethnicity. This was done by taking an average score for each
group. As can be seen in Figure 27 women have lower levels of structural and
ownership power when compared to men. BAME individuals have higher levels
of all three types of power, but the difference is most pronounced in respect of
prestige power. This may be influenced by the fact that there are a small number
of BAME individuals who are very powerful, for example the Darwazah family
who control and run Hikma plc.32

Figure 27: Overall power scores
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More details on this can be found in Chapter 5. A total power score has not been calculated
for two reasons: 1) there are types of power which have been excluded from this study, such as
expertise (see page 188) ; and 2) the weight of the different powers varies considerably, e.g.
ownership power may be more valuable than power associated with attendance at elite
institutions. Any attempt to calculate a total power score would likely be misleading.
32
Annual Report (Hikma plc, 2017)
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4.1. Structural power
Figure 28 considers structural power in the c-suite in more detail. Proportionally,
more women than men have scores in the lower half of the spectrum (a score of
1, 2, 3 and 4). In contrast and at every increment, a greater proportion of men
than women c-suite members have scores of 5 and above. This may be
unsurprising given women c-suite members consistently rank lower in the
hierarchy of the c-suite than men. Figure 28 also shows that, proportionally,
BAME individuals largely reflect White individuals in their scores of 5 or above,
but there are 14% of White individuals with a score of 1 to 2, compared to no
BAME individuals with such a score. The greatest proportion of BAME c-suite
members have scores in the low-middle of the range.

Figure 28: Percentage of each gender and ethnicity by structural power score
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4.2. Ownership power
Ownership power not only represents whether or not a person is a founder or
related to a founder, but it also signifies the level of ownership in terms of
shareholding. As seen in Figure 29, it is proportionally more common for women
to have ownership power scores of 0 than it is for men, who have a higher
proportion of scores of 2 and above. There are no women founders. Carolyn
McCall who owns 0.1% of the shares in EasyJet plc33 is the only woman c-suite
member in the FTSE100 to own more than 0.09% of their company. There is a
substantial proportion of BAME individuals with high levels of ownership power,
this relates again to the Darwazah family (founders of Hikma plc). The size of the
BAME sample precludes any reliable conclusions being drawn in this respect.

Figure 29: Distribution of ownership power
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4.3. Prestige power
Prestige power is a score given to each director according to the elite (or
otherwise) nature of their university institution, their prior board experience (in
both count and FTSE or other ranking) and a count of their non-profit experience.
As can be seen in Figure 30, the greatest concentration of prestige power for
men is 3 points, after which the proportion of men in the higher brackets’ declines.
In contrast, women have a peak at 2-3 prestige points and another peak at 6+
points. There is a greater proportion of men with prestige scores of 0-1 than with
scores over 6. The opposite is true of women. The largest proportion of BAME
men have over 6 points.
Figure 30: Distribution of prestige power
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Figure 31 shows prestige data split by role.34 The data shows that Chairmen are
likely to have the largest proportion of high prestige scores, except in relation to
BAME individuals in which category the Chairmen most commonly score
between 0 and 2. For CFOs, the largest proportion of White individuals can be
found with lower prestige scores. In contrast, the highest proportion of BAME
individuals are in the high prestige CFO grouping or the low prestige CEO and
Chairmen groups. The largest proportion of women can be found in the high
prestige Chairman category whereas the highest proportion of men are in low
prestige CFO roles.

Figure 31: Percentage prestige score of each gender and ethnicity according to role.
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Executive Chairmen have been excluded from this analysis as there are too few of them. CXOs
have also been excluded because of the high proportion of individuals in this group for whom the
information was unavailable.
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5. Summary
This Chapter has reviewed the data gathered about the FTSE100 c-suite
members in 2016 and 2017. The findings show a number of interesting
similarities and differences in the background of the individuals studied. Within
the sample there are trends according to gender and ethnicity. These findings
are analysed and discussed in detail in Chapter 8.

The following chapter will review data gathered about the FTSE 100 companies,
focusing particularly on boardroom diversity statements and statistics in order to
see how these align with the Code guidance. It will also enable a comparison
between c-suite diversity and corporate diversity positions, according to the
relevant annual statements.
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Chapter 7
Analysis of FTSE 100 company diversity information

This Chapter presents the findings of the second part of the empirical study
carried out in relation to FTSE100 c-suite diversity. This research shifts the focus
from the individual to the company level, examining company diversity statistics
and public diversity statements, declared in accordance with the guidance of the
UK Corporate Governance Code (the “Code”). There are 100 companies in the
sample, representing the entire population of the FTSE100 as listed on the
London Stock Exchange in March 2017. Both statistical and textual data on each
of the companies has been collected for two separate periods, primarily from
annual reports in both 2016 and 2017. The individuals studied in Chapter 6
constitute the members of the c-suites of the annual reports studied in this
Chapter. Therefore, the diversity provisions to which they refer, are those over
which the individuals in Chapter 6 are responsible.

Company annual reports are a direct source of information relating to each
company, much of which is required by a variety of laws and regulations.
However, complying with disclosure rules does not necessarily correspond to
compliance with the spirit of these rules. A substantial amount of information can
be gathered from comparing the way corporations make disclosures in annual
reports. Data was gathered from each FTSE100 report in 2016 and 2017 relating
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to their diversity policy, their definition of diversity and their diversity statistics.1
The data was found through a process of text mining whereby the reports were
searched for the same words and the hits from each search were reviewed for
relevance. Codes were then developed for the data. The textual data required
interpretation in order to categorise it. This process enabled the data to be
compared.

Through comparison and analysis, the objective of this chapter is to better
understand the diversity positions presented by the FTSE100. The authenticity
of the claims made in annual reports has been considered by comparing their
diversity statistics with the analysis of their diversity policies.

The diversity

findings from Chapter 6 have also been applied to this annual report data in order
to produce a more complete picture of actual and projected diversity in the
FTSE100.

The analysis in this chapter is divided into two parts: an analysis of the corporate
statistics on diversity, followed by a textual analysis of the officially published
corporate diversity policy.

1. FTSE 100 company diversity statistics.
The Companies Act 2006 requires FTSE100 companies to disclose gender
statistics in relation to the entire workforce, the senior management and the

1

For a complete list of variables gathered and a more detailed description of the methodology,
please refer to Chapter 5
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board.2 The purpose of the requirement is to reveal any disparities in the gender
diversity of those who work for the business and those who control it. The
requirements did not extend to data on ethnicity, but there are calls for ethnicity
data to be included in annual reports in the same way in future.3 There are no
requirements to disclose c-suite gender composition but, given the prominence
of these individuals as heads of the company and the small group size (usually
3), this information was easily gathered manually from the annual reports.

Statistics provided in relation to the board and the workforce are reliable because
they relate to specific and well-defined groups. In contrast, statistics relating to
senior management are unreliable because the term “senior management” was
not well defined in the regulations.4 Some companies interpreted the term as
relating to those directly below the board, whereas others included all those with
a title of senior manager. Consequently, these numbers vary widely and are of
limited use.

Nevertheless, the statistics were collected for the sake of

completeness.

1.1. Female and BAME c-suite presence
Table 12 sets out some of the key, high level diversity statistics from the research
period. In 2016, 78% of all FTSE100 companies had all male c-suites. This
decreased to 74% in 2017. In terms of ethnicity the picture is going the other

2

Companies Act 2006 s 414C
Ruby McGregor Smith, ‘Race in the workplace: The McGregor-Smith Review’ (Department for
Business, Energy & Industrial Strategy, 2017)
4
This issue has been identified and “senior management” has now been more clearly defined
in the 2018 Code
3
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way and in 2016 86% of the FTSE100 had all White c-suites, increasing by 2%
in 2017. Where women and BAME individuals are present in the c-suite they are
almost always in the minority. Kingfisher plc is the only FTSE100 company
during this period in which women outnumber men in the c-suite.5 There are 2
companies in which there were an equal number of men and women in the csuite: Severn Trent plc and Whitbread plc. Hikma plc is the only FTSE100
company in which there are more BAME individuals than White individuals in the
c-suite, two of whom are founders and are related.6

Table 12: FTSE 100 c-suite diversity profile

% companies with
1 or more men in the c-suite
1 or more women in the csuite
1 or more BAME individuals
in the c-suite
Men outnumber women in
the c-suite
White executives outnumber
BAME in the c-suite

2016
100% (100)
22% (22)

2017
100% (100)
26% (26)

14% (14)

12% (11)

97% (97)

97% (97)

99% (99)

99% (99)

Figure 32 below sets out a comparison of the number of women in the c-suite by
industry sector in both 2016 and 2017. Only the technology sector has been
entirely male during the study period, but the sector size is small with just 2
companies making up this category. The industry sectors demonstrating the

5

In 2017 the Kingfisher plc c-suite consists of Veronique Laury (CEO), Karen Witts (CFO) and
Andy Cosslett (Chairman). Annual Report (Kingfisher plc, 2016)
6
The c-suite of Hikma plc consists of Said Darwazah (Executive Chairman), Mazen Darwazah
(Executive Vice Chairman) and Siggi Olafsson (Chief Executive Officer). Annual Report (Hikma
plc 2017
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highest proportion of women in the c-suite are Financials, Consumer Services
and Consumer Goods. There is little change year on year.
Figure 32: Number of companies in each industry with 0, 1 or 2 women in the c-suite
0 women

1 woman

2 women

30
25
20
15
10
5

2016

Utilities

Telecommunications

Technology

Oil and Gas

Industrials

Health Care

Financials

Consumer Services

Consumer Goods

Basic Materials

Utilities

Telecommunications

Technology

Oil and Gas

Industrials

Health Care

Financials

Consumer Services

Consumer Goods

Basic Materials

0

2017

Figure 33 below provides an analysis of the ethnicity representation by industry
sector and reveals a relatively even spread of BAME representation across
industries. But, similar to the gender c-suite data (Figure 33), Oil and Gas,
Technology and Telecommunications have the lowest ethnicity diversity.
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Figure 33: Number of companies in each industry with 0 ,1 or 2 BAME c-suite members
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1.2. Workforce, board and c-suite diversity
A look at the actual numbers of women in the c-suite reveals that they account
for just 9% of the total of all c-suite executives in the FTSE100. This is broadly
consistent with Cranfield Reports during this period (it is not exactly consistent
because the Cranfield Reports focus on board executives as opposed to the csuite, studied here, which includes Chairmen).7 From an ethnicity perspective,
BAME individuals account for just 4% of the total of c-suites executives in the
FTSE100.

Looking beyond the c-suite at the company diversity statistics more generally, an
average of workforce, senior management and board statistics can be seen in
Table 13, together with an average of the percentage of women in the c-suite in
7

Female FTSE 2018: Busy Going Nowhere with the Female Executive Pipeline (Cranfield
University School of Management, 2018)
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2016 and 2017. This shows increases in gender diversity at every level between
2016 and 2017.

In relation to the board figure, this is consistent with the

research, which has shown a steady increase in the number of women on boards
since the Davies Report.8

The increase at c-suite level, while noticeable,

remains low.

Table 13: Female participation statistics in FTSE 100 by workforce element

Average % women
2016

2017

C-suite

7.6%

9.4%

Board

26.5%

27.6%

Senior Management

23.4%

29.3%

Workforce

39.3%

40.1%

Between senior management and the board there is an increase which, at first
glance, may appear to support the argument that there are insufficient women in
the pipeline to the board. On reflection this is not the case for at least two
reasons. Firstly, senior management roles are likely to be full-time and women
holding those positions will hold only one at a time. In contrast, non-executive
director (“NED”) positions are part-time and multiple appointments can be held
concurrently. Secondly, as mentioned above, there is little consistency in the
way data provided by companies in relation to women in senior management
positions is reported, therefore these statistics have limited reliability.

This

reliability will change following the implementation of the 2018 Code, after which

8

The Female FTSE Board Report 2019: Moving beyond the numbers (Cranfield University,
2019)
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companies will be required to define senior managers as the first level of
management below the board, plus their direct reports.9

At present, workforce and senior management data does not exist in relation to
BAME individuals. It was therefore not possible to provide the same type of
analysis by ethnicity here. Although the 2018 Code does include reference to
ethnicity, this does not extend to any requirement to provide ethnicity composition
data, such requirements continue to refer to gender alone.10 A small minority of
companies voluntarily provide this information anyway.

1.3. Female executives
In addition to the data on the company board, companies often provide
biographical information on the individuals who make up their executive team,
i.e. the full-time managers who work with the c-suite but who come below the
board in the corporate hierarchy. This is not a requirement of the Code, and 36%
(2016) and 23% (2017) of the sample did not provide this information. This
research gathered the available information on the roles assumed by women
executives to see if there were any trends. This information was not gathered in
relation to BAME individuals because typically there was insufficient information
to reliably determine ethnicity.

Figure 34 below shows the types of roles women executives assume in the
FTSE100. It indicates that women are most often found in human resource roles,
9

UK Corporate Governance Code 2018
Ibid Provision 23

10

245

followed by regional or sub-divisional roles (which are less well defined and can
be quite diverse in scope). The third most common roles are legal. Year to year
there has been a notable increase in the number of women executives, but these
are primarily at non c-suite levels. The biggest increases correspond largely with
the 2016 distribution, with a 75% (12) increase in regional/sub division roles, a
37% (10) increase in human resources roles and a 40% (4) increase in corporate
relations.

Figure 34: Number of women executives by role in FTSE100
2016
COO

5
5

CEO

5

CFO
Other
Corporate relations
Regional/sub division
Legal
Human Resources

2017

7
6

9
8

12
10

14
13

25
16

20
27

37

1.4. Gender pay gap
The legal obligation to report on the gender pay gap came into force with effect
from 2017 and applies to all companies with over 250 employees.11 Gender pay

11

The Equality Act 2010 (Gender Pay Gap Information) Regulations 2017
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gap statistics are intended to indicate “the difference between average pay
between all men and women in a defined workforce at a point in time, regardless
of the nature of the work.”12 As it was the first year of reporting these results,
some significant reporting flaws were revealed.

According to the House of

Commons report:
“In this first year of reporting, it is clear that many organisations had
difficulty in producing the figures required or, were reluctant to devote the
resources to doing so. The resulting set of figures published initially was
therefore inaccurate although to an unknown degree”.13
The flaws are many and various. The reports make no distinction for part-time
and full-time work, they do not compare types of work like-for-like14 and who
should be included in the definition of workforce is unclear.15 Most significantly,
for the purposes of this research, large group companies can present their data
by subsidiary company and only those subsidiaries based in the UK will be
required to provide information. There is no overall parent company headcount.
This means the gender pay gap data for some of the FTSE100 is likely to be
incomplete, segmented and inaccurate. On this issue, Linklaters have reported
that:
“at present, organisations are required to report on a single entity
basis, rather than at a group level. This can lead to some
inconsistencies as the gender pay gap of organisations with more
complex group structures will be more difficult to ascertain”.16

12

Gender Pay Gap Reporting (House of Commons Business, Energy and Industrial Strategy
Committee, 2018) 6
13
Ibid 8
14
Josie Cox, 'Gender Pay Gap Reporting: Government’s new rules will not tackle financial
inequality, critics warn' The Independent (5 April 2017)
<https://www.independent.co.uk/news/business/news/gender-pay-gap-reporting-ukgovernment-rules-financial-inequality-critics-fawcett-society-womens-a7668581.html>
15
Gender Pay Gap Reporting (n 12) 8
16
Written evidence from Linklaters relating to the House of Commons Committee review into
gender pay gap reporting (Linklaters, 2018)
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Given these reporting difficulties, there are likely to be inaccuracies in the data.
One consequence of this is that, as set out in Chapter 5, the data gathered here
is only 77% complete due to the absence of clear group level statistics. In spite
of these flaws the data still presents quite a clear picture as can be seen in Figure
35.

Figure 35: Mean gender pay and bonus gap distribution in the FTSE 100

% difference in pay (in favour of men)

mean bonus
91% to 100%

0

81% to 90%

0

71% to 80%

0

61% to 70%

0

mean pay

2
1
5
14

51% to 60%

10

4

41% to 50%

8

3

11

31% to 40%
7

21% to 30%

17

5

11% to 20%
3

0% to 10%
-9% to -0.9%

0
0

-19% to -10%

0
0

-20% and below

0

14

22
11

1

The figure shows a substantial difference in pay between men and women in
FTSE 100 companies, with more than 80% of companies paying men between
11% - 40% more than women. In terms of bonuses, the picture is even more
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extreme, with the most common band of bonus difference being 61%-70% more
for men than women. It is arguable that, in the first year of reporting, where
companies were unsure of the regulations, they would be more likely to err in
favour of presenting a smaller gender pay gap and, as such, when the issues
with the regulation were cleared up, this picture could become worse. This theory
was supported by preliminary results from the 2018 reporting period which
indicated the gender pay gap was getting worse.17 In fact, when all the 2018
figures were released by the April 2019 deadline, it was revealed that there was
very little change in the pay gap, despite the changes in the disclosure rules.18

It is also important to emphasise that these figures relate to the entire workforce
and not just those in senior positions. A closer look at the c-suite remuneration
data can be found in Chapter 6 but, looking at remuneration at a company level
reveals that there are only 5 companies in the FTSE100 where the highest paid
person is a woman. As there are 7 women CEOs in the sample this means that
there are women CEOs who are paid less in total than males that are subordinate
to them. The only company in the study in which the mean bonus gap favours
women is Severn Trent, one of the four companies in 2017 who have more than
one woman in the c-suite. There are no companies in which the mean difference
in pay favours women.

17

Jamie Johnson, 'Gender pay gap is getting worse in nearly half of firms, analysis suggests,
as critics say forcing firms to report is not enough' The Telegraph
(<https://www.telegraph.co.uk/news/2019/02/20/gender-pay-gap-getting-worse-nearly-halffirms-analysis-suggests/>
18
Aleksandra Wisniewska, Billy Ehrenberg-Shannon, Cale Tifford and Caroline Nevitt, ‘Gender
Pay Gap: women still short-changed in the UK’ Financial Times 23 April 2019
https://ig.ft.com/gender-pay-gap-UK-2019/
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2. Textual analysis of FTSE100 company annual reports and diversity
Also drawing on company annual reports, this part of the corporate diversity
research sought to analyse the differing ways in which FTSE100 companies
present their position on diversity to their stakeholders. This required a textual
analysis of the diversity related content of the annual report of each of the
FTSE100 companies. For each company the following factors were analysed:
the definition of board diversity, the board appointment policy as required by the
Code, any measurable objectives for the achievement of better diversity and
indicators of commitment to diversity. This required a careful search of each
annual report to identify text of relevance. Each nomination committee report
and Chairman’s statement was read in full and the rest of the report was
searched for the words: diversity, diverse, gender, women, female, BAME,
ethnic, minority, Hampton, Davies, Parker, compliance and UK Corporate
Governance Code.

Having collected the relevant text, it was then coded

according to original codes devised as part of this research to enable
comparison.

2.1. Company definition of diversity
Companies are free to choose how they define diversity in their annual reports.
Exploring how a company defines diversity can therefore help create a more
complete view of its diversity policy. Analysis of annual reports revealed a variety
of diversity definitions. There was little consistency in what was or was not
included. However, definitions were often distinguishable on the basis of whether
or not they included non-protected characteristics as part of the definition. If
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diversity is defined to include only protected characteristics, such as gender and
ethnicity, then a policy to consider diversity in all board appointments will have
more meaning than if diversity is defined to include professional characteristics
such as skill. Table 14 sets out the words used to define diversity in the annual
reports studied and they are categorised according to whether they fall under the
Equality Act 2010 definition of protected characteristic or relate to professional
characteristics.
Table 14: Professional and protected characteristics

Protected characteristics19

Professional characteristics

Age
Disability
Gender reassignment
Marriage and civil partnership
Pregnancy and maternity
Race
Religion or belief
Sex
Sexual orientation

Skills
Experience
Geographic experience relevant to
business
Industry experience
Educational background
Professional background
Knowledge

An example of a definition that includes both protected and professional
characteristics is that of Mediclinic plc, whose annual report defined diversity as
“various skills, regional and industry experience, background, race, gender and
other distinction”.20 Where such definitions are combined with a policy to have
due regard for the benefits of diversity, the consequential meaning places very
little burden on nominating committees to genuinely consider protected
characteristics, which arguably is the purpose of the provisions of the Code. This
can be contrasted with the definition of diversity by the Imperial Brands Groups

19

Characteristics are considered protected if they benefit from protection under s.4 Equality Act
2010
20
Annual Report (Mediclinic plc, 2016)
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as including “gender, race, religion, age or disability”.21 This is an example of
what has been described as a definitional approach to diversity.22 Prima facie this
has greater impact because it values protected characteristics independently of
business values such as skills and experience. A third group of definitions were
those which were non-specific, referring to diversity “in its broadest sense”23 or a
variation of this.

This may or may not include professional characteristics

depending on the lens through which diversity is viewed. A final category were
those companies who failed to define diversity.

Based on the above, the following four categories of diversity definitions were
assigned to all FTSE100 companies based on their annual reports:
1. Protected and professional characteristics;
2. Protected characteristics only;
3. Diversity in its widest/broadest sense;
4. Undefined.
As can be seen from Figure 36 below, 47% of companies in 2016 defined
diversity to explicitly include professional characteristics. There were a similar
number of companies defining diversity in its broadest sense or by protected
characteristics only.

21

Annual Report (Imperial Brands Group 2016)
Joyce M Bell and Douglas Hartmann, 'Diversity in Everyday Discourse: The cultural
ambiguities and consequences of “happy talk”' (2007) 72 American Sociological Review 895
899
23
Annual Report (Legal & General plc, 2017)
22
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Figure 36: Range of FTSE100 diversity definitions in 2016 and 2017

2017

undefined

2016
10
9

diversity in widest sense

protected characteristics only

protected and professional characteristics

22
18

22
25

46
47

2.2. Company diversity policy
The Code requires companies to include in their annual report a board diversity
policy statement.24 The level of detail provided by companies here varies widely,
as does the level of support for gender and ethnic diversity objectives. At one
extreme, companies choose to emphasise limited support for diversity policies
and focus solely on merit. For example, the Imperial Brands Group report that
“appointing the best people to our board is critical to the success of the company
and any subsequent appointees are therefore made purely on merit regardless
of gender, race, religion, age or disability”.25 This example implies that merit and
diversity are not related. Arguably worse is its premise that appointments can be
made regardless of gender and race. The possibility of having no regard for such

24
25

UK Corporate Governance Code, Provision B.2.4
Annual Report (Imperial Brands Group, 2016)
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characteristics is highly questionable given what is known about behavioural
economics.26

A slightly more moderate view stipulates the consideration of diversity and merit
as separate factors, merit being considered the most important. At the other end,
there are companies who consider diversity alongside or within their
understanding of merit. For example, in making appointments, the board at
Direct Line says it “carefully considers the diversity of its members from various
perspectives. It also seeks to ensure that directors have the relevant knowledge,
skills and experience, and, where necessary independence”.27

The diversity policies of the FTSE 100 in 2016 and 2017 were collected and
categorised according to this grouping, which is set out in more detail in Table
15.
Table 15: Diversity policy categories

Category

Diversity policy

Example

Merit
Only

Based solely on
merit

Merit
Dominant

Merit based.
Diversity is
considered as a
secondary issue.

“the policy is to ensure we attract and
retain the best possible people for any
given role irrespective of their personal
attributes. The policy is clear: all
appointments must be based on ability,
qualifications, merit and suitability for
work irrespective of where the candidate
is from, and his or her sexual orientation,
gender, religion, age or nationality”28
“the board needs and favours a diversity
of knowledge, experience and gender.
Subject to the overriding principle of merit
and suitability”.29

26

See Eleanore Hickman, 'Boardroom Gender Diversity: A behavioural economics analysis'
(2014) 14 Journal of Corporate Law Studies 385
27
Annual Report (Direct Line, 2017)
28
Annual Report (GKN plc, 2017)
29
Annual Report (International Consolidated Airlines, 2016)
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Category

Diversity policy

Example

Merit and
Diversity

Merit and diversity
are considered and
applied together

Unknown

Other/unspecific

“the board values diversity in all its
broadest sense when considering
appointments to the board. It seeks to
identify and secure the best candidate
available in the market against those
criteria”30
“robust selection process facilitated
by independent search consultants”31

The most common diversity policy by far is a Merit Dominant one. Such a policy
accords with the Code, which suggests board diversity policies should be “made
on merit, against objective criteria and with due regard for the benefits of diversity
on the board, including gender.”32 Figure 37 shows that 53% of companies in
2017 adopted this type of policy. This is an increase of 8% on 2016. This
increase corresponds with a 7% decrease in Merit Only definitions between 2016
and 2017 perhaps reflecting an increase in acceptance of the consideration of
diversity as part of the appointment process.

However, there remains a

substantial number of Merit Only companies who do not adhere to the Codes
recommendations and openly reject the suggestion that it is necessary to have
“regard to the benefits of diversity”.33 In contrast, 21 companies in both 2016 and
2017 have Merit and Diversity policies, thereby going beyond what is expected
of them in the Code.

30

Annual Report (Rio Tinto plc, 2017)
Annual Report (J Sainsburys plc, 2017)
32
Supporting principle to B.2 UK Corporate Governance Code 2016
33
Ibid
31
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Figure 37: Categorised diversity policies of FTSE 100 companies in 2016 and 2017
2016

2017

53
45

22

21

21

15

Merit Dominant

Merit Only

13

Merit and Diversity

11

Unspecified

Looking at the data overlaid with the gender and ethnicity levels in the c-suite
reveals more. As discussed above, having women in the c-suite is relatively rare,
especially having more than one woman. Figure 36 sets out the diversity policy
category according to how many women are in the c-suite. Of the 5% and 4% of
companies in 2016 and 2017 respectively with 2 or more women in the c-suite,
80% (4) and 75% (3) have Merit Only policies (i.e. falling below the standard
suggested by the Code). Of the 77% and 69% of companies with no women in
their c-suite, in 2016 and 2017 respectively, 14% (14) and 8 % (8) companies
have diversity policies which are Merit Only (and therefore not compliant with the
Code).
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Figure 38: Board diversity policies of FTSE 100 companies by number of women in the c-suite:
2016 and 2017
0 women

1 woman

2 women
38

37

17
14

16

14
9

7
4 4

4
1

Merit Only

4

3
0

Merit
Dominant

8

Merit and
Diversity

3

1

0
Unspecified Merit Only

7

5
0

Merit
Dominant

2016

4

Merit and
Diversity

0
Unspecified

2017

The picture is less clear on c-suite ethnicity and diversity policies. As can be
seen in Figure 39 below, of the 11 companies with BAME representation in the
c-suite, the split favours a diversity policy in line with the Code guidance. Very
little can be drawn from the distribution of companies with other types of diversity
policy as there is little difference between them. However, it is interesting to note
that, of the companies that have 1 or more BAME individuals in the c-suite, the
least common policy is that which favours diversity.
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Figure 39: FTSE 100 diversity policy and BAME c-suite representation: 2016 and 2017
0 BAME

1 BAME

2+ BAME
46

44

22

21
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13
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4

4
0
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1 0
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Merit and
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2 1

2

8

5
0

Unspecified Merit Only

1

1 0

Merit
Dominant

Merit and
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3

0

Unspecified

2017

By combining the way companies formally define diversity in their annual reports
with their appointment policy a picture is produced of the overall meaning of their
diversity position, or, at least, the impression they are seeking to give by the
wording of their annual reports. Table 16 categorises the companies into 5
groups according to a consideration of both the appointment policy and their
diversity definition.
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Table 16: Categorisation of companies according to appointment policy and diversity definition

Category
name

Meaning

Embracer

The annual report gives
the impression that these
companies follow the
Code provisions on
diversity in both letter
and spirit
Apparent compliance
with the Code but
diversity definition
renders the policy
meaningless.

Sweet Talker

Denier
Explainer

Concealer

Policy does not comply
with the guidance of the
Code
Policy does not comply
with the guidance of the
Code, but this is stated
and explained elsewhere
in the report.
Companies do not
provide or, are opaque in
the meaning of their
diversity policies.

Diversity policy and diversity
definition combinations
included
Merit Dominant OR Merit and
Diversity Coequal policy
PLUS
protected characteristics-only
definition of diversity
Merit Dominant OR Merit and
Diversity Coequal policy
PLUS
professional characteristics or
diversity in its widest sense
definition of diversity.
Merit Only diversity policy
PLUS
Any definition of diversity
As Denier category
PLUS
Statement explaining their noncompliance with the Code.
Companies diversity policy is
absent or highly opaque
PLUS
Any definition of diversity

Figure 40 shows that the largest proportion of companies are categorised as
Sweet Talker companies, having an appointment policy which gives
consideration to diversity but defines diversity as inclusive of professional
characteristics such as skills and experience. There are a similar amount of
Embracer companies and Denier companies. The number of Denier companies
has fallen between 2016 and 2017, with a corresponding increase in the Sweet
Talker category for 2017. There are no Explainer companies in either year.
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Figure 40: Board diversity policies of the FTSE100 categorised: 2016 and 2017
2016

2017

45 51

22

18
15

18

15

16
0

Sweet talker

Denier

Concealer

Embracer

0
Explainer

There were 3 companies whose appointment policy had changed substantially
between 2016 and 2017. For example, in 2016 Sky plc's annual report stated
“appointments are made on review of candidate’s individual merits regardless of
gender, race, religion, age or disability”34 (a Denier policy), but in 2017 this
changed to “the company pursues a policy of diversity of skills, experience,
nationality and gender in its approach to board appointments” (an Embracer
policy).35

Looking at the categorised data by number of women in the c-suite reveals that
the impression given by the wording of the policies does not correspond with the
reality. Those companies with no women in the c-suite have proportionally the
largest number of Embracers in both years. Contrastingly, companies with 2
women in the boardroom hold proportionally more Deniers than companies with
fewer women in the c-suite.

34
35

Annual Report (Sky plc, 2016)
Annual Report (Sky plc, 2017)
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In both years, this group of companies are

constituted by Denier companies by a large majority. There are no Embracers in
either years amongst companies that have 2 women in their c-suite.
Figure 41: Percentage of diversity policy categories within companies by number of women in
c-suite in 2016 and 2017
Embracer

19%

17%

18%

22%

45%

Sweet talker

Denier

20%
60%

12%

15%
15%
75%

49%

50%

Concealer

59%

40%
17%

11%

0 women

1 woman

19%
2 women

0 women

2016

11%
1 woman

25%
2 women

2017

Looking at the categorised data from an ethnicity perspective shows a slightly
different story as shown in Figure 42 below. As there is only one company with
2 BAME individuals on the c-suite in both years, little can be drawn from this
aspect of the data. However, in respect of the boards with 0 and 1 BAME
individuals, it is notable that the proportion of Deniers in companies with 1 BAME
individual in the c-suite has fallen substantially since 2016. In a similar way to
the gender analysis above, Embracers make up a larger proportion of companies
with 0 BAME individuals on the c-suite than those that have 1 BAME individual.
Again, consistent with the gender data, there is a larger proportion of Deniers in
companies with 1 BAME individual than none.
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Figure 42: Diversity policy categories by number of BAME in c-suite: 2016 and 2017
Embracer
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2.3. Measurable objectives
The 2016 Code required companies to report on whether they have any
measurable objectives in place to support their diversity policy.36 These are
typically found in the form of a gender-based board targets, matching the 33%
by 2020 as suggested by the Hampton-Alexander Review.37 The 2018 Code has
removed the measurable nature of this requirement, instead requiring companies
to describe their “policy on diversity and inclusion, its objectives and linkage to
company strategy, how it has been implemented and progress on achieving the
objectives”.38 It will be interesting to see what impact this has on the content of
the diversity policies going forward but, for the sample under consideration, in
both 2016 and 2017, 40 of the FTSE100 declared they had some form of

36

UK Corporate Governance Code 2016 B.2.4
Sir Philip Hampton and Dame Helen Alexander, Hampton-Alexander Review. FTSE Women
Leaders (2016)
38
UK Corporate Governance Code 2018, Provision 23
37
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measurable objective in place.39 When this is compared to the presence of
women in the c-suite, as can be seen in Figure 43, it is clear that, consistent
across both years, there are more women on the c-suite of companies with no
measurable objectives in place to implement their diversity policy.

Figure 43: Measurable objectives and presence of women in c-suite
women in c-suite

no women in c-suite

41

44

33

28

16
7
measurable objectives

no measurable objectives

20
11
measurable objectives

2016

no measurable objectives

2017

When considered from an ethnicity perspective (as in Figure 44) it is notable that
the proportion of companies with BAME individuals in the c-suite is lower for
companies with no measurable objectives. One might expect this to be the case,
but it is the opposite to the finding in relation to gender.

39

No further detail as to what those measurable objectives were collected in this study.
However, more detail on this can be found in Sealy

263

Figure 44: Measurable objectives and presence of BAME in c-suite
BAME in c-suite

No BAME in c-suite

56

55
33

7
measurable objectives

32

5
no measurable objectives

7
measurable objectives

2017

5
no measurable objectives
2016

2.4. Company engagement with diversity
This part of the study looks at indicators, provided in the annual report and
beyond, that the company is engaging with diversity objectives. The following
four indicators are discussed in turn below:
1) the perceived benefits of board diversity;
2) references to key diversity reports;
3) membership of the 30% club;40 and
4) implementation of unconscious bias training.
These indicators were selected because they were considered the most relevant
ways to assess corporate alignment with diversity objectives. Other indicators
that were considered include workforce diversity policies, workforce diversity
initiatives and external diversity awards. These indicators were rejected on the
basis that they were too varied or broad, making them difficult to compare. Also,

40

The 30% club is a collaboration of CEO and chairmen from leading UK businesses with the
aim of improving boardroom diversity. It started as a UK campaign but has since developed 12
chapters worldwide. '30% Club' <https://30percentclub.org> accessed 21 October 2017
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their more general relevance to the workforce runs counter to the importance this
research places on positions of power.

Indicator 1: The stated benefits of diversity
The benefits of diversity, as assessed by academics and politicians, have been
discussed in Chapter 2. The vast majority of the perceived benefits are related
to business performance.41 This research set out to compare the extent to which
these externally stated reasons correspond to those stated by FTSE100
companies. It also provides insight to the proportion of companies that purport
to perceive a benefit, of any kind, arising from diversity.

As Figure 45 shows, there is considerable variety in the perceived benefits of
diversity across the FTSE 100. Many corporations did not refer to any perceived
benefits of diversity (27% in 2016 and 21% in 2017). Almost as common was to
recognise non-specific benefits of diversity. For example, Burberry “continues to
believe in the importance of a diverse board”.42 Where specific benefits were
provided, the most popular reason in both 2016 and 2017 was related to the
variety of thoughts and perspectives brought by diversity. This reason pertains
to the “outsider” perspective of women and BAME executive directors and
accords with the business case for diversity.43 The more stakeholder-oriented
benefits, such as “good practice” or, to better address the “needs of the
stakeholders”, were the least common benefits cited. The phrases “diversity of

41

See pages 71-80
Annual Report (Burberry plc, 2016)
43
See Chapter 2 pages 71 onwards
42
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thought” and “diversity of perspective” were prevalent. The perceived benefits of
corporations align with what many academics, politicians and businesses claim
to be the benefits of diversity. The question is whether all parties are talking
about the same or even similar definitions of diversity.

Figure 45: Stated benefits of board diversity as specified in FTSE 100 annual reports 2016 and
2017
attract/retain talent
good practice
innovation
needs of stakeholders
better decisions
effectiveness
performance/success

1

2

2017

2
2

2016

5
5
6

13
8

13
17
16
16

21
21
22

thoughts/perspectives/discussion
benefits recognised unspecified

20
21

benefits not mentioned

23
27

Number of companies

Companies who cited explicit benefits to diversity often cited more than one. For
example, AstraZeneca stated that diversity would “foster innovation, harness
different perspectives, talents and ideas and reflect the communities we live in”.44
As can be seen in Figure 46 below, where benefits were cited, it was most
common to cite 2. This is relevant because when considered in conjunction with

44

Office for National Statistics, ‘Childbearing for women born in different years, England and
Wales: 2016’ (2016)
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Figure 45 above, it becomes clear that while there is a significant amount of
variety in perceived benefit, there is also a significant level of overlap because
many of the companies are saying similar things but in different combinations.

Figure 46: Number of benefits cited per company 2017

6%
25%

0 benefits cited
nonspecific benefit

27%

1 benefit cited
2 benefits cited
17%

25%

3+ benefits cited

Indicator 2: Government commissioned diversity reports
As discussed in Chapter 1, there are four prominent reports providing advice to
corporations on next steps and targets for diversity. In respect of gender there
has been the Davies Report45 and the Hampton-Alexander Review46. In respect
of ethnicity there has been the Parker Report.47 As a measure of support for the
positions in those reports, the annual reports were searched for references to
them. Figure 47 shows the companies that referred to 0, 1, 2 and all 3 of the
reports. There were 3 companies who also referred to the McGregor Smith

45

Lord Davies of Abersoch, Women on Boards (2011)
Hampton and Alexander (n 37)
47
Sir John Parker and The Parker Review Committee, A Report into the Ethnic Diversity of UK
Boards (2016)
46
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Review48, however, this was not published in time for the 2016 reports and relates
more generally to workplace ethnic diversity. As such the figures have not been
included here.

The results show that references to the reports increased

between 2016 and 2017. In 2017 there were 17 more companies that made
reference to 2 or more reports than in 2016. The number of companies referring
to no reports at all, decreased by 7 in 2017.

Figure 47: Number of official diversity reports referred to in FTSE100 annual reports
42
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Figure 48 shows that the Davies Review is the report that is most commonly
referred to in 2016, but in 2017 it becomes the report least referred to. Both the
Parker report and the Hampton-Alexander Review see an increase in the amount
they are referred to in 2017. This shows some effort on the part of corporations
to update their diversity position to reflect changes in Government advice.

48

McGregor-Smith (n 2)
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Figure 48: References to Government diversity reports and reviews in 2016 and 2017
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Indicator 3: 30% Club membership
An external indicator of commitment to diversity is to become a member of the
30% Club. The 30% Club is a group of chairmen and other prominent individuals
from business, policy and academia who are “committed to better gender balance
at all levels of their organisation”.49 Data on the membership of the 30% Club by
FTSE100 company data was gathered in relation to the 2017 annual reports. It
is not possible to compare this to 2016 because this research only identified this
as a potentially relevant factor in 2017, and in 2017 it was not possible to gather
this data reliably for FTSE100 companies as of 2016 because the website did
not provide this historic information

Figure 49 below shows that, as of 2017, 28 of the FTSE100 companies have a
c-suite member who is in the 30% Club. In a further 16 companies, both the CEO
and chairman are members of the Club.50

49
50

One company, Standard Life

www.30percentclub.org/about/who-we-are accessed 4 August 2019
Annual Report (Standard Life Aberdeen, 2017)
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Aberdeen Plc, has three members following a merger after which both CEOs
remained in place as co-CEOs.

Figure 49: 30% Club membership in FTSE 100 companies 2017
56
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Number of c-suite in 30% club

50% (5) of the eligible women in the sample (Chairmen and CEOs) are members
of the 30% Club. This compares to 30% (60) of the male CEOs and Chairmen.
16% (1/6) of BAME Chairmen and CEOs are members of the 30% Club. The
correlation between the number of women in the c-suite and the number of
members of the c-suite in the 30% Club is as might be expected, companies with
2 women in the c-suite have the highest proportion of members in the 30% Club.
Similarly, FTSE100 companies with no women in the c-suite have the highest
proportion of companies with no members in the 30% Club.

If 30% Club membership is considered from the point of view of how a company
sets out its appointment policy, the results (as set out in Figure 50) show that
companies who have Merit and Diversity policies are those companies most likely
to have 2 c-suite members belonging to the 30% club.

Correspondingly,

companies with Merit Only policies are most likely to have no members belonging
to the 30% Club.
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Figure 50: Relationship between FTSE 100 diversity policies and c-suite membership of the 30%
Club.
0 members of 30% club
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Indicator 4: Unconscious bias training
An increasingly well-known and commonly discussed response to diversity
issues is for companies to provide staff training in unconscious bias. The training
itself is not specifically focused on the c-suite or board. However, it provides an
indication of awareness of the issues surrounding unconscious bias in the
making of appointments that could impact the gender and ethnic balance
throughout an organisation. As discussed in Chapter 4, unconscious biases are
founded on the stereotypes people hold about other groups of individuals. In
2017, 29 of the FTSE100 companies reported providing unconscious bias
training at some level in the organisation. This was an increase from the 22 that
in 2016, amounting to a 32% increase. However, it must be noted that not
reporting unconscious bias training does not preclude its provision, as there is no
obligation to report it. It also does not speak to the quality or effectiveness of the
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training provided.51 However, it does give some indication of the rise in
prominence of the issue.

Although unconscious bias training may be increasing, Figure 51 shows that it is
considerably more common for there to be women in the c-suite where no
unconscious bias training is reported than when there is.

Figure 51: Women in the c-suite and the provision of unconscious bias training
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No unconcious bias training reported

The same pattern is shown, albeit with less prominence, when considered from
an ethnicity perspective as set out in Figure 52 below.

51

Mike Noon "Pointless diversity training: unconscious bias, new racism and agency." (2018):
Work, employment and society 32.1 198
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Figure 52: BAME in the c-suite and the provision of unconscious bias training
2016

2017
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3. Summary
This chapter has reviewed data gather about each company in the FTSE100 in
2016 and 2017. The findings revealed some variety in the levels of compliance
with the diversity provisions of the Code. It also revealed some counter-intuitive
results regarding the relationship between the number of women in the c-suite
and the respective companies position on board diversity. A number of indicators
of corporate engagement with the need for diversity have also been considered.
The results of all these findings are considered in detail in the following chapter.
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Chapter 8
A discussion of the key findings
Using the empirical research results set out in the previous two chapters, this
chapter will address each of the research questions set out in Chapter 5.1 In
doing so, the theories of appointment processes and human capital
(discussed in Chapters 3) and the concepts of merit and power (discussed in
Chapter 4) will be considered in order to determine the extent to which they
are supported by the empirical findings. It also provides a basis for further
critical examination of the theories of boardroom diversity discussed in
Chapter 2. In addition, it develops a theory of One Deviation, which suggests
that where an individual differs from the norm in either gender or ethnicity, they
are less likely to stray from the norm in other respects. This supports research
by Zhu et al, claiming that women and ethnic minorities have to display more
similarities than White men, in order that they might be recategorized from the
out-group to the in-group.2

It also supports research suggesting that

nomination committees are exposed to pressure to counter balance diversity
of one type on the board with lack of diversity of another type.3 The One
Deviation theory can be differentiated because it is focused at the individual
and not the board level.

1

See page 166
David H Zhu, Wei Shen and Amy J Hillman, 'Recategorization into the In-group The
Appointment of Demographically Different New Directors and Their Subsequent Positions
on Corporate Boards' (2014); Administrative Science Quarterly 264
3
Winfried Ruigrok and others, 'The Determinants and Effects of Board Nomination
Committees' (2006) 10 Journal of Management and Governance 119 121142
2

1. C-suite research questions
1.1. Gender and ethnic representation
Research Question 1: What are the differences in representation of gender
and ethnicity in the FTSE100 c-suite in terms of numbers, roles and
representation?
During the sample period, women constituted 9% and BAME individuals
constituted 4% of the c-suite. When compared with population data, both
categories are significantly underrepresented. Proportionally, women remain
more underrepresented than BAME individuals and BAME women are the
most underrepresented. The absence of BAME women in the study (with the
exception of Manjit Wolstenholme, Chair of Provident in 2016), suggests that
minority women are at the greatest disadvantage in accessing appointments.4
This

corroborates

the

findings

of

research

into

the

compounded

disadvantages faced by minority women.5

Roles
When found in the c-suite, women are most commonly in Chief Financial
Officer (“CFO”) roles and BAME individuals in other board executive (“CXO”)
roles. Empirical research in the US has shown that investors react positively
to the appointment of a woman CFO for firms in low growth industries, and it
is claimed that the cause of this is a perception that women are less

4

Margaret Yap and Alison M Konrad, 'Gender and Racial Differentials in Promotions: Is
there a sticky floor, a mid-level bottleneck, or a glass ceiling?' (2009) Journal of Industrial
Relations 593 609
5
See page 33
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overconfident than men.6

In contrast, White men are relatively evenly

distributed between Chief Executive Officer (“CEO”), CFO and Chairman
roles. This indicates that there is a tendency to confine women and BAME
individuals to the least powerful roles. This mirrors the “prestige effect” seen
in the judiciary, where women and minorities are mostly found in the lower
levels of the judiciary.7

Remuneration
Once women attain board seats their mean remuneration, across all roles, is
substantially lower than it is for men. In market terms, the clear indication is
that men are perceived to be more valuable than women when in the c-suite.
There are three potential explanations for this: (1) there is an actual
competence difference between genders; (2) there is a perceived competence
difference between genders; or (3) regardless of actual or perceived
competence, women do not wield as much bargaining power as men do in
similar situations.

Regarding actual competence, an analysis of the share price for the 5
companies in this study that have a women CEO in both 2016 and 2017,
shows a slight decline in performance for 3 companies, an increase for one
and a stable result for another. These findings arguably point to a possible
competence difference but this is refuted on the basis that such a conclusion

6

Trang Doan and Mai Iskandar-Datta, 'Does Gender in the C-Suite Really Matter?' (2018)
Journal of Accounting, Auditing & Finance 24
7
Cheryl Thomas, 'Understanding Judicial Diversity. A Research Report for the Advisory
Panel on Judicial Diversity' (2009)
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would require a more detailed analysis of the share performance of all
companies in the FTSE100 during the period. 8 Furthermore, for a sufficient
degree of reliability, it would need a much larger sample. Research in this
area has had mixed findings as to the relationship between gender and CEO
performance.9 This is perhaps because the wrong question is being asked. In
contrast, research by Dwivedi et al asked “what are the factors that determine
success for women CEOs” and they found that “the long tenure of the male
predecessor and the insider origin of the female successor are both enablers
of female success.”10 The majority of the women CEOs in this research
sample were external appointees. If the “glass cliff” theory (whereby women
are appointed to precarious positions) is true, any results of a share price to
gender analysis would be skewed.11 More research is needed here.

Regarding perception of competence, women are at a disadvantage when
assessed on a typical understanding of merit because it is based on a concept
of human capital that favours men and because its inherent flexibility allows
human biases, which again favour men, to enter into the decision making

8

Share performance is a crude indicator of CEO performance given the number of external
factors that can influence it.
9
Seung-Hwan Jeong and David A. Harrison, 'Glass Breaking, Strategy Making, and Value
Creating: Meta-Analytic Outcomes of Women as CEOs and TMT members' (2017) 60
Academy of Management Journal 1219, Jason Q Zhang, Hong Zhu and Hung-bin Ding,
'Board composition and corporate social responsibility: An empirical investigation in the post
Sarbanes-Oxley era' (2013) 114 Journal of Business Ethics 381, Walayet A. Khan and Joao
Paulo Vieito, 'CEO Gender and Firm Performance' (2013) 67 Journal of Economics and
Business 55,
10
Priyanka Dwivedi, Aparna Joshi and Vilmos F Misangyi, 'Gender-inclusive Gatekeeping:
How (mostly male) predecessors influence the success of female CEOs' (2018) 61
Academy of Management Journal 379
11
Michelle K Ryan and S Alexander Haslam, 'The Glass Cliff: Evidence that women are
over-represented in precarious leadership positions' (2005) 16 British Journal of
Management 81
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process.12 This may explain the data showing men being paid more than
women in all roles. If remuneration is linked to merit, it suggests that men are
considered to have more merit than women in all roles. As there is no evidence
of a difference in levels of merit the suggestion must be one or a combination
of the following reasons: (1) remuneration is not linked to merit; (2) merit is not
a sufficiently definitive concept; or (3) women are paid less than men for the
same work. Regarding (1), research suggests that the link between merit and
remuneration is questionable and that cronyism plays an important role in
determining levels of remuneration.13 In relation to (2), Malleson argues that
merit cannot be legitimately or fairly constructed without reference to the
potential candidate pool.14 This means that the definition of merit against
which each gender and ethnicity is measured should be one that accounts for
the skills of all of the entire pool, and merit based remuneration should reflect
this.

If it is a question of bargaining power, as in (3), this runs counter to a typical
supply and demand situation whereby the holder of that which is in demand
has a good bargaining position. In a functioning market, where women are
desired by companies but there are fewer of them, their remuneration ought
to at least match men’s remuneration on the basis of their rarity combined with
a purported desire for companies to diversify management.

12

This is unless,

Human capital and its flaws are discussed in detail in Chapter 3 page 115 onwards and
the flexibility of merit is discussed in Chapter 4 133 onwards
13
Lars Oxelheim and Kevin Clarkson, 'Cronyism and the determinants of chairman
compensation' (2015) 131 Journal of Business Ethics 69 86
14
Kate Malleson, 'Rethinking the Merit Principle in Judicial Selection' (2006) 33 Journal of
Law and Society 126
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contrary to common argument, the pipeline is inundated with capable and
available women.15 Consequently, either the pipeline argument is inaccurate
(in which case the question returns to why are there not more women in the
c-suite) or women should have better bargaining power than they do. Either
way, women are evidently disadvantaged on the basis of an assessment of
merit or the reality of their power.

If remuneration is considered from an ethnicity perspective, the picture is not
clear. The data suggest that BAME individuals are paid more, on average,
than White individuals. This could be a consequence of a combination of
exceptional merit and power (a significant proportion of them are founder
members) within this small sample, bringing up the group average. Due to
sample size, no reliable conclusions can be drawn from this data.

Who’s who
Both women and BAME individuals appear to be less visible in their prominent
roles based on their proportional representation in Who’s Who. Who’s Who is
a database of influential people in the UK selected by a secret panel in order
to present a picture of “the people of influence, or distinction and interest in
contemporary British Society”.16 Given the uniqueness of their position, the
lack of BAME membership in Who’s Who is surprising. It is also surprising

15

Nancy M Carter and Christine Silva, Pipeline's Broken Promise (Catalyst New York
2010),
16
Neil Tweedie, 'Who’s Who and Why oh Why?' The Telegraph (1 December 2008)
accessed 26 October 2018ort
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that so few women are featured. What we do not know from this statistic is
whether any of this sample were invited but declined to be included.

1.2. Commonalities and differences in personal characteristics
Research question 2: What are the similarities and differences in the
personal characteristics of the individuals who make up the c-suite of the
FTSE100 in 2016 and 2017?
Age
The data revealed few characteristics with high levels of diversity in them.
However, one such characteristic was age. The age range for men was from
40 to 86 and for women, from 42 to 70. The most common age bracket for
both genders was between 50 and 60. While diversity of age is positive and
should add a range of boardroom perspectives, it is disheartening to see that
the age range for women is 18 years smaller than it is for men, indicating a
smaller pool from which women are considered. It is also surprising that the
average age for women c-suite directors is 52, whereas for men it is 58. This
is counter-intuitive because women are more likely than men to take career
breaks for family reasons.17 This may be a consequence of the paucity of
women Chairs (there are only 5). The nature of the chairmanship, as it is
currently constructed, means the role is typically filled by the most experienced
individuals in the team. The majority of them are aged 65 and above, and 95%
are male. This has the effect of lifting the average age of c-suite men up
considerably. This is not true of the BAME men, as there are just 2 BAME
Chairmen. As such the results suggest that BAME men are appointed to the

17

The Female FTSE Board Report 2019: Moving beyond the numbers (Cranfield University,
2019) 7
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c-suite later in their career, on average, than women or White men. A closer
look at age by gender can be seen in Figure 6 in Chapter 6.

Nationality
There were many characteristics displaying high levels of similarity.

In

Kanter’s 1977 empirical research, one of her participants asked “do all
companies have an ethnic flavour? Our top men all seem to be Scotch-Irish”.18
Kanter attributed having an “ethnic flavour” to the process of homosocial
reproduction i.e. the appointment of others in the image of the appointees.19
The results of the present study show that there is still some truth in this as
the nationality of the c-suite showed interesting patterns of similarity. NonBritish nationals constituted 35% of the sample. This supports research in
2016 which found 60% of FTSE100 CEOs were British.20

This may be

decreasing as 2019 research shows 55% of women directors were British;
there were no equivalent statistics provided for men.21 At first glance this may
appear to be a reasonable level of diversity given the listing location, but these
are primarily global companies with only 10% obtaining all their revenue from
the UK and 21% being headquartered overseas.22 Given the knowledge gap
UK nationals are likely to have about other jurisdictions it is arguably
necessary for other jurisdictions to be represented. However, other European
indexes display even less diversity of nationality. For example, in the German

18

Rosabeth Moss Kanter, Men and Women of the Corporation, vol 5049 (Basic books
1977), 54
19
Ibid
20
The Odgers Berndtson Global Corporate Leadership Barometer (2017)
21
The Female FTSE Board Report 2019 (n 17)
22
FTSE100 Stocks listed in London
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DAX 75% of the CEOs are German, and in the French CAC40 86.5% of the
CEOs are French.23

The findings also show that nationalities often group together. Only 17% of
companies have 3 or more nationalities represented on the board, and the
largest proportion (46%) have just one nationality. When considering that the
average number of people in a FTSE100 c-suite over the two-year period of
the study was 4.02, it is surprising that nearly half of the sample companies
have just one nationality.

This supports the theory of homosocial

reproduction, and that the heuristic of representation interferes with the
appointment decision.24 It also corresponds with research that finds firms with
foreign board members are more likely to make foreign appointments.25 This
resemblance magnet effect is problematic because “the values that business
executives bring to their tasks are largely influenced by a national system of
beliefs”.26 A lack of diversity in terms of nationality will very likely impact upon
the many value-based choices made by the c-suite.

Universities
A consideration of which universities c-suite members attended was used as
an indicator of background and privilege. Attendance at elite institutions is

23

Ibid
Kanter (n 18)
25
Sabina Nielsen and Bo Bernhard Nielsen, 'Why Do Firms Employ Foreigners on their
Top Management Team? An exploration of strategic fit, human capital and attractionselection-attrition perspectives' (2010) 10 International Journal of Cross Cultural
Management 195 204
26
Sydney Finkelstein, Donald C Hambrick and Albert A Cannella, Strategic Leadership:
Theory and research on executives, top management teams, and boards (Strategic
Management (Oxford U 2009) 116, 53
24
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thought to be beneficial for making networks that will help retain privilege but
also a likely symbol of the historic privilege of an advantageous upbringing.
Research shows that just 8 schools in the UK have as many students going
to Oxbridge as three-quarters of the rest of UK schools .27

Certain elite institutions were highly represented in the research sample, such
as the universities of Oxford, Cambridge and Harvard.

This supports the

theory of social capital, discussed in Chapter 3.28 This dominance may relate
to the “continuing significance for corporate firms and their clients of the class
cachet conferred by Oxbridge and elite public schools”.29 The dominance of
Oxbridge appears to be more significant for women, as the findings show that
30% of the total women in the sample attended Oxbridge, compared to 15%
of the men. On the wider board, the proportion of women with an Oxbridge
background is 11%.30 From an ethnicity perspective, 9% (1) of the BAME
sample attended Oxbridge, compared to 17% (65) of White individuals.
Considering the disadvantage faced by BAME individuals in gaining places at
these universities, this is perhaps unsurprising.31

Attendance at such

institutions may facilitate the development of both the right connections and
the right cultural markers, thereby increasing a person’s social and cultural
capital respectively. The suggestion is that this is not only important from the

27

The Sutton Trust, ‘Access To Advantage’ (2018)
See page 118 onwards
29
Hilary Sommerland, 'The Social Magic of Merit: Diversity, equity, and inclusion in the
English and Welsh legal profession' (2014) 83 Fordham Law Review 2325 referring to
Galanter and Roberts
30
The Female FTSE Board Report 2019 (n 17) 25
31
In 2017 a White applicant to Oxford University was at least twice as likely to gain entry
than a Black applicant University of Oxford, Annual Admissions Report (May 2018).
Historically this disadvantage would have been considerably greater.
28
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perspective of boardroom elitism and the limitation of diversity of perspectives,
but that this is more important for women than it is for men.
In addition to the high proportion of elite institutions, it was interesting to note
the number of c-suites in which two or more individuals shared an alma mater,
again supporting the theory of homosocial reproduction. It suggests that a
combination of prestige associated with elite institutions and the benefits of
having a network of connections is involved in the determination of merit and
appointment.

Looking at the data at a higher level revealed that, when universities are
classified as elite or non-elite and when a c-suite member’s education is
scored according to attendance at such institutions, 24% of women have
attended 2 or more elite institutions but only 4% of men have. This can be
seen in Figure 53. It is also the case that proportionally more women than
men have attended 1 elite institution. The situations reverse when considering
non-elite institutions.32 This suggests that women must demonstrate a higher
level of social and cultural capital in order to be accepted onto the board. This
supports the One Deviation theory, i.e. where an individual differs from the
norm in respect of gender or ethnicity the individual needs to either be the
same in other characteristics or better.

32

This finding is presented in Figure 10 on page 209
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Figure 53: Gender and attendance at university according to elite/non-elite status
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Family
The marital status data suggest that men and women are similar in terms of
the proportion who are married or unmarried. Looking at the number of
children per individual reveals that c-suite women tend to have fewer children
than men.

Potential causes may include the difficulty of combining

motherhood and high-profile careers and the enduring idea that women
should take on the bulk of the parenting duties.33 Data on children were
collected via media reports and was much more available for women than for
men. This supports research findings that the media have a tendency to prime
gender roles through their greater likelihood of referring to the children and
marital status of women executives.34 However, the data were not available
on this issue for all c-suite members, so it is not possible to draw a definitive

33

Michela Iannotta, Mauro Gatti and Morten Huse, 'Institutional Complementarities and
Gender Diversity on Boards: A configurational approach' (2016) 24 Corporate Governance:
An International Review 406 6, Nina Smith, Valdemar Smith and Mette Verner, 'Why Are So
Few Females Promoted into CEO and Vice President Positions? Danish empirical evidence,
1997–2007' (2013) 66 Industrial & Labor Relations Review 380,
34
Peggy M Lee and Erika Hayes James, 'She'-e-os: gender effects and investor reactions
to the announcements of top executive appointments' (2007) 28 Strategic Management
Journal 227
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conclusion on this. In particular, there was insufficient family data available
for the BAME individuals and therefore no analysis could be conducted along
ethnicity lines.

Hobbies
The most popular hobby for men in the c-suite is golf. None of the women csuite members cited golf as a hobby. Golf is commonly associated with
business, so much so that it is reportedly now common for business schools
to offer golf lessons.35 The stereotypical image of business men on the golf
course is a familiar one, and research has shown a well-established link
between business and golf since the early 20th century.36 In contrast, the most
popular hobbies for women were arts (including theatre, opera and art), music
and reading. Arts and music were in the top five most popular hobbies for
men also. Unlike golf, these are much wider categories, encompassing a wide
array of leisure opportunities, most of which are accessible to all. These
findings are interesting in that they support the business and golf association
and highlights a potential disadvantage to non-golfers if appointments are
considered from the perspective of homosocial reproduction.

1.3. Differences in the professional backgrounds of the c-suite
Research Question 3: Are there any identifiable differences between
genders and ethnicities in the sample in relation to professional
characteristics?

35

Hugo Ceron-Anaya, 'An Approach to the History of Golf: Business, symbolic capital, and
technologies of the self' (2010) 34 Journal of Sport & Social Issues 339 340
36
Ibid
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The findings revealed an interesting gender story in relation to key
professional background factors. Figure 54 summarises the main findings and
shows that, consistently, there is a higher proportion of women at the upper
end of the spectrum in terms of achievements. The suggestion is that barriers
to entry into the c-suite may be higher for women than for men.

Figure 54: Graphical summary of proportions of key professional background factors by
gender
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Education
Taking a closer look into the professional background of each c-suite member
reveals considerable similarity in terms of education. There is a slightly higher
proportion of women with high education scores (i.e. 3 and above,
corresponding to at least a Bachelors degree plus an MBA or an equivalent
variation thereof). This suggests that on average women are just as qualified,
if not more so, than their male counterparts.

This reflects US research

examining Fortune 500 which companies and concluded that an “examination
of the director’s professional backgrounds shows that these females are as
287

70

highly qualified as their male counterparts”.37 It runs counter to any tokenism
arguments that have been used to justify lack of diversity. Correspondingly,
a slightly larger proportion of women than men have professional
qualifications. Noticeably, however, women and BAME individuals almost
always hold accounting qualifications (if they hold any professional
qualifications). This suggests a reluctance to deviate from the norm and
further supports the One Deviation theory.

However, for women this

prominence of accounting qualifications is likely to be related to the proportion
of women CFO’s, even though it is not an official requirement of the role.38
Research shows that there has been an 11% increase in the proportion of
directors with finance backgrounds since 1996, and this is thought to represent
an unwelcome step backwards in diversity of background.39 According to an
Ernst & Young survey conducted across Europe, the Middle East, India and
Africa, 29% of CFOs highest qualification was a finance degree, 27% an MBA
and 27% a chartered accounting qualification.40

Prior board experience
When the c-suites are analysed according to their prior board experience, it is
notable that a substantially higher proportion of women than men have prior
FTSE100 experience. The same is true of FTSE350 experience, although to
a lesser degree. This runs counter to the argument, frequently used to defend

37

Craig A Peterson and James Philpot, 'Women’s roles on US Fortune 500 boards: Director
expertise and committee memberships' (2007) 72 Journal of Business Ethics 177 193
38
Peter Williams, 'The Business Man' Accounting and Business (June 2015)
39
A View at the Top: Boardroom trends in Britain’s Top 100 Companies 19
40
Ernst & Young, ‘The DNA of the CFO’ (2010) 26
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the lack of women on boards, that women have less experience than men.41
It implies that women are more likely than men to need to demonstrate prior
high-level experience in the most relevant markets. They are less likely to
have prior experience in board positions in other stock markets. Again, this
supports the One Deviation theory.42

It also runs counter to research

suggesting women hold more appointments than men because it is harder to
find women perceived to be suitable.43 Often board experience is obtained at
Non-Executive Director (NED) level, where the representation of women is
substantially higher.

For ethnic minorities, 70% have no prior board experience. This suggests
some truth in the argument that there are fewer ethnic minorities with the
relevant board experience.44 However, it is also a natural consequence of
being excluded from high level board appointments. It is relevant to consider
here that BAME individuals have not yet benefited from the same push as
given to women from the Davies Review.45

41

Siri Terjesen, Val Singh and Susan Vinnicombe, 'Do women still lack the ‘‘right’’ kind of
human capital for directorships on the FTSE 100 corporate boards' (2008) Women on
Corporate Boards of Directors: International Research and Practice 152 157, Economic and
Social Research Council, Opening the Black Box of Board Appointments: women’s and
men’s routes to the boardroom (2015) 14
42
Alice Hendrickson Eagly and others, Through the Labyrinth: The truth about how women
become leaders (Harvard Business Press 2007) 102, 112
43
Cathrine Seierstad and Tore Opsahl, 'For the Few Not the Many? The effects of
affirmative action on presence, prominence, and social capital of women directors in
Norway' (2011) 27 Scandinavian Journal of Management 44
44
Sir John Parker and The Parker Review Committee, A Report into the Ethnic Diversity of
UK Boards (2016)
45
The Parker Review was published in 2016 and the Davies Review initial target was set in
2011.

289

External appointments
The guidelines of the Code state full time executives should have no more
than one NED or other significant role.46

Excluding CFOs, women have a

greater number of external appointments than men in all roles but almost
always remain within the guidelines of the Code about having no more than
one NED or other significant role. In contrast, men tend to have slightly fewer
roles, except when it comes to the role of CFO, where men have proportionally
more. Nearly 10% of male CFOs exceed the Code’s external appointments
guidelines.

Again, deviating from the Code appears more acceptable,

whereas women work within the boundaries of what is deemed acceptable,
with a tendency towards as many appointments as possible. This again
accords with the One Deviation theory in that men are more likely to deviate
from what is deemed acceptable.

There are no restrictions in the Code on the number of external appointments
a Chairmen may hold. Women Chairmen have substantially more external
appointments than male Chairmen. This could be a consequence of women
needing to demonstrate a higher level of social capital in order to obtain
appointments.

An alternative theory is that these women are the “golden

skirts”47 of the FTSE100 and are given more appointments because of the
dearth of talented women in the pipeline. The former argument is more
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persuasive, given the evidence and support for the view that there are no
issues with the pipeline of talented women.48

Apart from CXOs, the proportion of external appointments held by BAME
individuals is substantially lower than for White individuals across all roles.
This correlates with the idea (discussed under Entry Route below) that BAME
individuals are more likely to gain their appointments through internal
promotion, thus not needing to demonstrate high levels of external board
membership.

Non-profit appointments
The analysis of non-profit appointments suggests that women tend to have
fewer of these appointments than men and that BAME individuals tend to have
more than White individuals. These results may be a consequence of the
availability of for-profit roles and the amount of time able to dedicate to nonprofit roles given other external commitments. It is possible that the career
benefits of not-for-profit appointments mean women opt for for-profit
appointments. For BAME individuals, the external for-profit appointments may
not be quite as available given their lower levels of representation.
Entry Route
In contrast to research by Doldor et al,49 the findings on entry route into the csuite show a relatively even split between the proportion of c-suite members
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gaining their position through the internal and external routes.

This is

consistent across genders and corresponds to the claim that there has been
a shift in recent years towards more external hiring.50 When considered as a
whole (See Figure 14) Fitzsimmons et al’s theory that women were more likely
than men to gain entry via the external route is not supported here.51 Neither
is the theory that internal pathways are more common for women because
they allow the individual to become known and evaluated on their own merits
instead of on stereotypes.52 However, the data suggest that this may be true
for BAME individuals although it is not conclusive due to the sample size. This
apparent prominence of internal routes for BAME individuals presents a
possible opportunity to research the effectiveness of the executive search
firms’ voluntary code to promote diversity in external appointments for
ethnicity.53

When the entry route is broken down by role, differences begin to emerge.
While the vast majority of male Chairmen are brought in externally, the
opposite is true for women. One of the roles of the Chairman is to reassure
stakeholders about the state of the company, and this may be related to why
the proportion of externally appointed male Chairman is higher than for
women.
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perception may be that it is easier to do this with a high-profile, highly
experienced individual with considerable social capital.

It is suspected that

men are perceived to fit this profile more frequently than women. In contrast,
for the CEO role, women are more likely to obtain these roles via the external
route and the opposite is true for men. To the extent it is true that women are
appointed to precarious “glass cliff” positions, it is arguably more likely they
would be external hires, thereby knowing less about the precariousness of the
position.54 This may explain the increased likelihood of women CEOs being
externally hired.
1.4. Distribution of power in the c-suite
Research Question 4: Are there any differences in the power of the c-suite
directors by gender or ethnicity?
Using a variation of Finkelstein’s econometric measures for management
power, this study sought to analyse the respective levels of power in the csuite. Structural, ownership and prestige power were examined. On average
women demonstrated substantially lower structural and ownership power than
men, but more prestige power. In contrast, BAME individuals had higher
average power scores than White individuals across all power measures.

Structural power is a combination of the power a person wields by virtue of
their position in the corporate hierarchy, their tenure and their remuneration.
Women are often confined to the lowest power roles in the c-suite and, even
when in comparable roles, are paid considerably less than men. This research
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supports growing evidence that “once women are appointed to boards they
have significantly shorter tenures and are less likely to be promoted into senior
roles”.55 The combination of the gender pay gap, shorter tenures and lower
status position makes it unsurprising that women’s structural power scores are
substantially lower than for men. This could mean that women are less likely
than men to be able to use structural power to retain their board position.

The data suggest that when BAME individuals attain c-suite positions, they
are just as powerful as White individuals. This is echoed in an analysis of
ownership power. However, given the high proportion of BAME founders in
the sample, this is not unexpected. Women’s ownership power is low because
they are neither founders nor substantial shareholders. Again, it is suggested
that lower levels of ownership power could mean a lower likelihood of ability
to use such power to retain board positions.

Prestige power, though arguably less significant than structural and
ownership power, recognises the relevance of individuals’ backgrounds,
connections and status. Women in the c-suite demonstrated higher levels of
prestige power than men, and BAME individuals demonstrate higher levels of
prestige than White individuals in the c-suite. As prestige is an “entirely
cultural and symbolic construct”56, a genuine meritocracy would not afford it
much weight in determining merit.

If it did not impact upon appointments,

there should be very little variation in the levels of prestige power between
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men and women or White and BAME individuals. However, women and
BAME individuals tend to have higher levels of prestige power, perhaps
because it is less important for men and White individuals to demonstrate this
to obtain their position. It may also be because women have higher barriers
to entry into the c-suite, thus having to establish their levels of prestige prior
to appointment more strongly than men by showing more prestigious
experience, education and potential networks. Either way, it is thought that
prestige power is of primary relevance at the appointment stage.

After

appointment, the importance of matters such as educational institution should
begin to diminish as individuals develop relationships and their background
becomes less significant.

2. Company diversity questions
2.1. A comparison of FTSE 100 diversity statistics
Research Question 5: What do the figures presented by each company say
about the reality of diversity within that company and, when considered
collectively, within the FTSE100?
In general, c-suite diversity is a poor reflection of workforce diversity and even
board diversity. Companies appear willing to diversify their NEDs but much
less willing to diversify the c-suite.57 By increasing the number of women on
the wider board, companies appear to believe they can satisfy diversity critics,
while not really changing anything substantive in the company’s leadership.
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The analysis of diversity statistics presented in the FTSE 100 companies
annual reports reveals that men outnumber women and White individuals
outnumber BAME individuals in the corporate c-suite in all industries. In the
Technology industry, there were no women or BAME individuals in the c-suite
in both years of the study (2016 and 2017). The industries with greatest csuite diversity in both years are Consumer Goods and Consumer Services.
This supports research suggesting that reputational benefits resulting from
having women on boards are most evident in these industries.58

Almost every executive management role has seen an increase in the
number of women from 2016 to 2017. The increase may bode well for future
appointments of women in the c-suite, as the executive management team is
often considered to be the pool from which internal c-suite candidates are
chosen.

However, the roles women executives occupy tend to follow

stereotypical paths, with the majority finding roles in human resources, legal
or corporate relations. There is a distinct lack of women in the more strategic
roles such as Chief Operating Officer. These results suggest women may be
being stereotyped into roles which have a human element. There is similarity
here with the “caring role effect” found in the legal profession and the judiciary,
in which women are most commonly found in family law-related posts.59 It is
not uncommon for women to be grouped this way. Research has found that
women are more likely than men to be on public affairs committees and less
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likely than men to be on executive committees.60 Discussing occupations more
generally, Padavic and Reskin have found that women are limited to fewer
occupations than men, and those occupations conform to stereotypes of
women as “caring, patient, nimble-fingered, skilled at household tasks and
docile”.61 While none of the executive roles fit that description, there does
appear to be a pattern in the employment of women at executive level that
reflects the caring role effect.

The analysis of the gender pay gap statistics was also revealing.62 Despite
flaws in the first year of reporting63 (arguably putting companies in their most
favourable light), there are extensive differences in the amounts women and
men are paid, particularly when it comes to bonuses.

The most common

argument for the pay differential is that there are more men in senior
positions.64 This may be one of the key reasons, but it does not amount to a
justification.

It is not even consistently true. There are a small number of

companies in which women outnumber men in the c-suite, and yet only one
of those companies (Severn Trent plc) has a bonus gap which is (marginally)
in favour of women65, and even then the pay gap continues to favour men.66
Despite the evident issues with accuracy of the data, it is clear that there are
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major disparities in pay across the workforce of the FTSE100. If women are
paid unequally to men, their incentives and ability to climb the ladder will also
be unequal.

2.2. A comparison of FTSE100 diversity policies
Research question 6: how do the companies present their position on
diversity, how does they compare with each other and how does this
correspond with their statistics?
The analysis of diversity text in FTSE100 annual reports revealed a number
of trends and inconsistencies. First, in relation to how diversity is defined, the
vast majority of companies include professional characteristics such as skills
and experience in their definition of diversity.

The Cambridge Business

English Dictionary defines diversity as “the fact of there being people of many
different groups in a society, within an organization”.67 It is doubtful that many
would agree that “FTSE350 industry experience” forms a “group in society” for
diversity purposes.

The consequence of including professional characteristics in a definition of
diversity is that, when companies claim to make appointments with regard to
the benefits of diversity, they are saying very little, if anything. This supports
the view that “diversity has become a smorgasbord from which companies are
taking what they desire and leaving the rest”.68 While most people would
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define diversity in terms of legally protected characteristics (such as gender
and ethnicity), FTSE100 companies appear free to define it as they like, more
often than not choosing to include non-protected characteristics (such as skills
and industry experience). According to Edelman et al, this move to broaden
the definition of diversity is a double-edged sword in that it “is less threatening
to managerial interests in competitiveness but it tends to divest law of its moral
component”.69 In other words, it is easier for management to commit to such
a definition but it does little to forward the objective or spirit of the Code in
respect of diversity.

None of the diversity definitions are without issue because even when they
only list protected characteristics it can be considered to undervalue
individuals.

Diversity as a list of factors suggests everyone can be

categorised, and this approach is difficult to reconcile with a genuine belief in
the value of individual uniqueness.70 It “simultaneously acknowledges racial
and other differences while down-playing and disavowing related social
problems”.71

The analysis of each company’s board appointment policy is set out in
Table 17 below. This revealed that there are five potential paths a company
may take, only some of which are compliant with the Code. The numbers in
brackets within each category represent the total number of companies
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within that category in 2017.
Table 17: Company diversity policy categorisation

Does policy accord with Code guidance?
Is company
Code
compliant? Yes

No

Yes
Embracer companies
(16)
Policy accords with
Code and there is a
meaningful definition of
diversity
Sweet talker
companies (51)
Policy prima facie
accords with the Code,
but definition of
diversity is such that
the policy places no
burden on the
company. 72

No
Explainer companies (0)
Policy does not accord with
the Code, but this is stated
and explained in the report.
Denier companies (15)
Policy does not accord with
the Code. No statement or
explanation is made
anywhere in the annual
report.
Concealer companies
(18)
Appointment policy is
unclear. No statement or
explanation is made
anywhere in the annual
report.

The largest proportion of companies fall within the category of Sweet talkers.
These companies claim to make board appointments according to the
guidance of the Code but, given their definition of diversity, they are not
obligating themselves to do so in any meaningful way. This implies that they
seek the benefits of appearing to support diversity without any of the
concomitant responsibilities. An alternative interpretation is that they are
unaware of the effect of their wording.

72

This group of companies appear to comply with the Code, but it is argued that they do not
because their definition of diversity renders their policy virtually meaningless.
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The second largest group of companies are classified Concealers. With
these companies the wording of their policy is unclear or absent, and therefore
no determination of their position on board diversity can be made.

The

absence of policy description is not compliant with the Code and these
companies make no attempt to appear compliant.

Perhaps the most pertinent example of the failure of the Code to engender
compliance amongst the FTSE100 can be seen in Deniers, of which there are
a similar number to the number of Embracer companies. Denier companies
openly reject the guidance of the Code in relation to the basis upon which
companies should appoint their board members. The indication from this is
that those companies openly do not value diversity in leadership positions,
claiming that appointments are made “regardless of gender and ethnicity”.
This language is in direct contradiction to the language of the Code. As none
of these companies report any diversity related deviations from the Code they
are, prima facie, in contravention of the Listing Rules which require them to
disclose non-compliance with Code provisions.73

Embracers companies adopt a policy that accords with the Code as well as
a definition of diversity that relates only to protected characteristics. They
have seen an increase in their number between 2016 and 2017 which may be
due to an increasing pressure or awareness of the diversity issue.

73
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The final group of companies are the Explainers. These are companies who
reject the Code’s diversity appointment policy but explain why they do so in
their report. To do so would be in accordance with the Listing Rules and
companies who do this would remain Code compliant, despite their lack of
compliance with Code principles. No companies chose to do this.

The variety of approaches to the Code is concerning because it suggests
inconsistency in agreement and cooperation with the guidelines. Overlaying
the categories with statistics about the gender and ethnic make-up of the csuite reveals counter-intuitive results. The majority of the Embracers (those
who appear to embrace diversity openly and in accordance with the Code) are
companies with no women in the c-suite.

This is suggestive of a desire to

promote an image that may not be adhered to, and it inspires little faith in the
authenticity of their commitment to diversity. For example, at Rio Tinto plc
there are no women in the c-suite, but their appointment policy is categorised
as a Diversity and Merit one.74

A generous explanation for this inconsistency is provided by the “paradox of
meritocracy” discussed in Chapter 4, whereby those who feel they have
established themselves as unbiased have a tendency to then behave in more
biased ways.75 This echoes research showing that “88% of FTSE500 bosses
say they are committed to championing diversity in their workforce [….], this
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number includes 89% of the large group of companies that have no women at
all on their executive board”.76

A less generous explanation for this inconsistency may be that this is a form
of “organised hypocrisy”, whereby procedures are manipulated to prevent any
impact on corporate culture77 or negative associations that may result from a
more honest report. It is certainly clear that companies are facing investor
pressure to be more diverse and more proactive in seeking diversity.78 The
findings of this research suggest that companies want to appease investors
without making significant changes.

In contrast, the vast majority of companies with 2 or more women in the csuite fall into the category of Deniers (those who claim not to consider the
diversity of their candidates when making appointments). This implies that
companies with women dominating the c-suite find it necessary to openly
reject the benefits of diversity and defend their appointments by pointing to
merit. This accords with the comment of Alison Cooper, CEO of Imperial
Brands (a FTSE 100 company) that “boards should make selections on the
basis of merit […]. I’m appalled by the idea of forced distribution on boards, I
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find that rude to women”.79 It indicates a perception that diversity is not a
genuine merit factor and that people still feel it is necessary to compensate for
diverging from the White male norm.

It is also more evidence that the

information that can be obtained from the diversity-related additions to the
annual report is inconsistent and of questionable value.

2.3. Engagement with the diversity issue

There is a suggestion that diversity, at least in the US, is “yesterday’s topic”
and no longer of critical interest to corporations, who now favour
“sustainability” as the corporate social responsibility topic of choice.80

A

review of the reports of the FTSE100 does not support this argument, all of
which discuss diversity in varying degrees. In order to better understand the
FTSE100 commitment to diversity, this research sought to gather indications
of corporate engagement with diversity using four separate indicators
considered in turn below. These indicators were: (1) citing of specific
perceived diversity benefits; (2) reference to key diversity reports; (3)
membership of the 30% Club81; and (4) the provision of unconscious bias
training.
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Perceived benefits
Looking at the statement of perceived benefits, it was clear that, to the extent
companies perceive benefits to diversity, those benefits align strongly with the
business case for diversity. Such perceived benefits focus on performance,
effectiveness and decision-making improvements. There is limited recourse
to benefits associated with the stakeholder basis for improving diversity (e.g.
needs of stakeholders or to attract and retain talent) and no engagement with
the societal basis. Although identifying the benefits of diversity may suggest
that companies are committed to having a diverse board, the benefits given
need to be read in conjunction with the company’s definition of diversity. If a
company claims that diversity improves board effectiveness but defines
diversity to include skills and experience, then this perceived benefit adds little
information of value. Of the 12 companies who claim diversity improves board
effectiveness, 8 are Sweet Talker companies, 3 are Denier companies and 1
is a Concealer. For such companies, particularly Denier companies, these
claims may relate more to the board’s public relations desires than to an
authentic representation of their views. There are no Embracers in this group.
This is counter-intuitive and inconsistent. A genuine belief that diversity can
improve board effectiveness arguably requires companies to embrace
diversity.

Key diversity reports
Looking at the second indicator, it is clear that companies are taking note of
the relevant reviews and associated targets because the majority of
companies referred to at least one of the three key diversity reports (i.e. the
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Davies Review, the Hampton-Alexander Review and the Parker Report).82
This suggests that more companies are engaging with the diversity issue.
Another interpretation could be that this simply reflects an increased
awareness of the need to declare a commitment to diversity.

30% Club
The majority of companies still do not have either their Chairman or CEO as
a member of the 30% Club. This is despite their eligibility to join as a
consequence of their position. The data indicate that proportionally more
women join the club than men, and that eligible BAME individuals are less
likely to do so than eligible White individuals. However, given the small size
of the BAME sample, this is far from conclusive.

When the 30% club membership data are considered in light of the number of
women in the c-suite, the picture is unsurprising: those companies with more
women in the c-suite have more members of the 30% Club and those with no
women have the highest proportion of companies without any members of the
30% Club. Similarly, when the data are analysed in light of the appointment
policies, those companies that have Merit Only appointment policies have
proportionally the largest number of companies with no members in the 30%
Club.
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Unconscious bias training
The final indicator of engagement considered was that of unconscious bias
training. There was a 32% increase in the number of companies reporting the
provision of this training between 2016 and 2017.

This suggest that

unconscious bias training is gaining in prominence. However, the benefits of
such training remain questionable, particularly when considered in light of the
finding that women were more likely to be in the c-suite in companies that did
not report having any unconscious bias training. There is support here for the
“paradox of meritocracy”83 in that, those companies who have provided the
training feel comfortable that they have done enough to prevent them from
making unconsciously biased decisions. Leaving them free to go ahead and
make them with abandon.

3. Conclusion
An analysis of the director data reveal that there are a number of similarities
amongst the c-suite that continue to support Kanter’s theory of homosocial
reproduction.84

There are substantial similarities in gender, ethnicity,

nationality, education institution, family and hobbies. Where an individual
differs in either gender or ethnicity, they are less likely to stray far from the
norm along the other characteristics, giving rise to a theory of One Deviation.
The effect is that, where exceptions to the unofficial requirements of a role
may be made for White men, they are less likely to be made for women or
BAME individuals. This effectively increases women’s barriers to entry.

83
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Notable differences between genders do arise in relation to a couple of factors.
First is remuneration, with women being paid, on average, substantially less
than men across all c-suite roles. Also, women c-suite members’ education
and achievements match or exceed those of men, suggesting a higher hurdle
is in place for women than for men to attain c-suite positions. The same is not
true in relation to the ethnicity of c-suite members, but the small numbers of
BAME c-suite members make similar analysis problematic.

When the data are considered econometrically and a power analysis is
produced, it is revealed than men have higher levels of structural and
ownership power than women, while women tend to have higher levels of
prestige power.

As only structural and ownership power are likely to affect

the retention of appointments (prestige power is only likely to have a significant
impact upon appointment), it is argued that men are more likely to be able to
exert sufficient power to retain their appointments than women.

There are little substantial differences in levels of structural power between
White and BAME individuals, but BAME individuals have proportionally higher
levels of ownership and prestige power than White individuals.

Due to the

size of the BAME sample little can be drawn from this, but there is the
suggestion that BAME individuals are more likely to obtain and retain their
appointments if they have ownership power (i.e. are founders) or, in the case
of appointments, prestige power.
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One of the most striking revelations from the company data is the
inconsistency between actual diversity and stated commitment to diversity.
The analysis reveals that annual reports are not a reliable indicator of a
company’s diversity position. The wording of the policies is often specious
and oblique; 57% of companies in 2016 and 53% in 2017 adopt a board
diversity policy in which diversity is defined to preclude any discernible impact
from its reference. The suggestion is that there is a great deal of talk, perhaps
for the benefit of investors and public reputation, but little action corresponding
to change within the c-suite.

This finding leads to concerns about whether companies genuinely do believe
in the benefits of diversity, whether the diversity-based values commonly
espoused by many companies are authentic and what, in reality, is the point
of the Code’s diversity provisions as they stand. One could argue that the
current effect of the Code is to facilitate companies generating diversity “spin”
in order to appease investors and stakeholders.

This would be

counterproductive because as long as parties do not take diversity
requirements seriously, the position of women and BAME individuals remains
undermined. This is evidenced by their lack of representation in the positions
of real power in the c-suite and their significantly lower pay once they get
there.

When these three streams of analysis are considered together the picture it
paints is one of layered inequality. In the first instance, women and BAME
individuals are subject to higher hurdles to obtain c-suite positions than men
309

and White individuals. Once they reach the c-suite, women are substantially
underpaid relative to men and less likely to be able to retain their position
through the exertion of power.

This does not correspond with the picture

painted in corporate reporting, and it could be argued that the Code has
created a system which permits the continuation of homosocial reproduction
under a façade of “happy talk”.85
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Chapter 9
The possible paths towards achieving c-suite diversity
“Only those programmes which do not impact on the core of the meritbased system – the construction of what is meant by merit - can claim to
have legitimacy, yet only those which fully engage with the construction
of merit have any hope of being effective”1
The first of two key findings from the empirical research is that appointments
in the c-suite continue to be made in the image of the incumbents. There is
little diversity along the many potential axes of difference, and minorities show
less divergence (aside from their gender or ethnicity) from the traditional
image than do White males. There is much research that confirms that people
are confined by their knowledge, beliefs and experiences, no matter the effort
to be open-minded and objective.2

If the c-suite continues to remain

homogenous, the decisions made therein will reflect this. It has been argued
here that this is problematic for society, particularly when considering such
prominent institutions as the FTSE100.3

The second key finding is that the image that companies portray of their
diversity position is often misleading. Diversity policies often have little to no
discernible impact and this was surely not the intention of the UK Corporate
Governance Code (“Code”) when drafting its diversity related provisions. In
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3
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this way, the two key findings are related; the c-suite is not diverse in part
because the Code is not effective in engaging the FTSE100 with its guidance.

This chapter considers these key findings in relation to the Code’s method of
seeking diverse appointments premised on merit. As discussed in Chapter 4,
merit is a problematic concept in part because of its reliance upon the flawed
concepts of human capital, but mainly because of its inherent plasticity4 and
consequent use as a tool for maintaining the status quo. It is argued here that
so long as merit remains the route we take towards diversity, without further
measures being taken change will not occur at an acceptable rate. The
problem, as identified by Malleson in relation to the judiciary in the above
quote, is that impacting upon the merit principle impacts upon perceived
legitimacy and yet not impacting on the merit principle will have little effect on
diversity. In light of this analysis, the chapter considers methods of improving
c-suite diversity.

These include soft law changes to the Code, the

implementation of regulatory quotas and non-regulatory measures.

The

conclusion summarises the findings of this research and assesses what is
likely to be the best course of action for improving c-suite diversity.

4
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1. Regulating by mandatory disclosure
1.1. Is disclosure an effective tool?
It is commonly said that “sunlight is the best disinfectant”.5 Whether or not this
is the case, it is embraced as a key policy tool for regulating companies in the
UK and globally. Mandatory disclosure is thought to be a way to “empower
stakeholders and civil society to engage with companies at an input level,
influencing companies to adopt more socially infused frameworks”.6 Requiring
companies to disclose their board appointment policies is a key part of the
boardroom diversity approach. Disclosure is critical to the operation of the
Code. However, doubts have been raised as to the efficacy of disclosure in
creating

accountability,7

particularly

in

relation

to

corporate

social

responsibility matters.8 For disclosure to be an effective method of regulating
behaviour this thesis argues that it should not be susceptible to manipulation.
It

must

be

transparent

and

enforced.9

Writing about transparency, Etzioni states that “disclosure cannot fulfil its
communicative purpose if investors find it impenetrable and therefore ignore

5

Justice Louis D. Brandeis, 'Justice Louis D. Brandeis'
<https://www.brandeis.edu/legacyfund/bio.html> accessed 16 April 2019
6
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7
Jonathan Fox, 'The Uncertain Relationship Between Transparency and Accountability'
(2007) 17 Development in Practice 663
8
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Problems 279 325
9
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it.”10 The concept of merit is a good example of this as it is impossible to know
what it means from the perspectives of the decision makers.

In order to react to disclosure, the information disclosed must be able to be
processed by relevant individuals in a way that allows them to draw accurate
conclusions and take enforcement action if necessary. Even to the extent
the information is accurate and easily understood, its impact on behaviour will
be limited to how much the company cares about what can be done with that
information, and how much the relevant individuals care to pursue
enforcement. Research by Fox suggests that “if the power of transparency is
based on the power of shame, then its influence over the really shameless
could be quite limited”.11 Shame alone may not be enough to get companies
to do the right thing.

Considering whether or not disclosures are manipulated, Danish research
suggests that investors are more positive about the contents of corporate
communication than management.12 If the well-known practice of “window
dressing” can be used on financial and operating information13, it would be
fairly easy to apply the same approach to reports on corporate appointment
policies.

10

Ibid 11
Fox (n 7) 665
12
Eva Parum, 'Does disclosure on corporate governance lead to openness and
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13
Etzioni (n 9) 9
11
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Applying this framework to the Code’s diversity provisions it is arguable that
they do not promote transparency, are largely unenforced and are easily
manipulated.

1.2.

The failure of the Code’s diversity objective

The Code has two main diversity requirements. Firstly, companies must
appoint directors on merit, against objective criteria with due regard for the
benefits of diversity.14 Secondly, companies must set out their board diversity
policy in their annual report.15 The Code’s objective in this regard is claimed
to be the improvement of diversity in the boardroom.16 But while there has
been an increase in numbers of women NEDs, any substantive changes to
the c-suite have been “glacial”.17

As discussed in Chapter 6 and 7, members of the FTSE100 c-suite show
remarkable profile similarities.

The data support the One Deviation theory

(set out in Chapter 7), in which individuals who differ from the c-suite norm in
one way, such as gender, often do not deviate in a significant way from the
other expected characteristics such as ethnicity, qualifications and external
appointments. Women and ethnic minorities are also more restricted in the
range of roles they occupy. On this account then, it can be argued that the
objective of the Code has failed in relation to the c-suite. Furthermore, as

14
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16
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shown in Chapter 7, what the FTSE100 annual reports say about corporate
board diversity often lacks both meaning (when considered literally) and truth
(when considered in light of their diversity statistics).

It is a discouraging position, particularly as most companies prima facie fall
within the remit of the requirements of the Code on diversity. If genuine
change is sought in the demography of those who wield significant power over
the general population, by virtue of the power they wield in the largest of
companies, the flaws in the Code need to be addressed. But addressing
diversity ex post facto is challenging because, in many ways, boards are
constrained by the people, decisions and characteristics that have made them
what they are today.18 Whether this can be done within the confines of the
Code or whether more concrete Government intervention is needed is
considered below.

1.3. Improving the Code
There are at least two sources of uncertainty within the Code: (1) the concept
of merit; and (2) the meaning of diversity.

As has been discussed, the

meaning and application of the concept of merit is flawed because of its
flexibility and lack of definition, allowing it to be used as a tool to justify bias,
unconscious or otherwise. Combining the use of merit with a requirement for
diversity might place constraints on this flexibility, but only if diversity is taken

18

Scott G Johnson, Karen Schnatterly and Aaron D Hill, 'Board Composition Beyond
Independence: Social capital, human capital, and demographics' (2013) 39 Journal of
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seriously. As revealed in Chapter 7, many companies define diversity to
incorporate any personal or professional characteristic, and they are therefore
not applying diversity seriously. Unless this is clarified, merit will remain
problematic with respect to diversity, and the impact of the Code will be
minimal. The following section considers a number of options for improving
the Code’s diversity related provisions, but ultimately suggests three key
changes. Firstly, to abandon the requirement to report on appointment policy;
secondly, to require more detailed disclosure as to the diversity of the board
and c-suite; and finally, to charge the Chairman with the responsibility for
overseeing the progress of board diversity.

Addressing transparency
In a practical sense, ensuring that diversity is central to c-suite appointments
is challenging. Greater transparency in the FSTE 100 c-suite appointment
system is necessary, but this is difficult because of the sensitive nature of
those appointments. A number of potential ways to increase transparency are
considered below

An extreme option is to create specific context driven criteria to determine
merit (e.g. qualifications and experience applicable to circumstances, gender
and ethnicity according to what a board might be lacking). The criteria could
be democratically agreed upon by stakeholders, as being the most important
factors.19 This would not prevent the possibility of partiality, but it may put the
criteria for diversity on a fairer footing, albeit a highly administratively

19

Ibid
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burdensome one. There has been a similar suggestion in the judicial context
where, to make merit more transparent, it was suggested that objective
measures such as productivity, opinion quality and judicial independence
should be put in place.20 Importantly, the criteria would need to be
unambiguous and decided before those making the appointments know the
gender and ethnicity of the applicants.21
predetermined

questions,

asked

in

Research suggests that using
a

fixed

order,

can

decrease

discrimination.22 But despite indications of potential for diversity progress, this
option must be ruled out.

Not only would such a proposal make the

appointment process more administratively burdensome, it is arguable that
being more prescriptive about criteria in advance would not improve matters.
If the criteria were too prescriptive, companies run the risk of bureaucratically
ruling out candidates who might be good at the job. If the criteria were too
broad, they would not significantly improve the problematic plasticity of merit.
Furthermore, there is a danger that, instead of relying on merit terminology to
justify appointments along typical lines, another form of rhetoric will develop.
One would hope that, at some point, it will become easier to genuinely see the
benefits and importance of diversity, instead of circumventing it. But relying on
such a hope is not a feasible choice if change is desired soon.

20
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In a different attempt at clarifying the relationship between merit and diversity,
the UK judiciary recently introduced the use of diversity as a “tie-breaker”
when 2 or more candidates have equal merit.23 Such a system has little more
to recommend it than the Code’s current system because it assumes that merit
is a science and can be calculated without bias. Furthermore, it is nonsensical
to imagine two potential CEO’s, for example, with exactly the same amount of
merit. Individuals with over 40 years of experience behind them cannot be
found indistinguishable from each other.

They will differ in their skills,

backgrounds or experience and determining merit involves subjective
judgements on these. In addition, this method continues to place diversity
outside of the definition of merit when what is needed is an understanding of
diversity that is inclusive of merit. Including diversity within the meaning of
merit would prohibit the use of merit-based appointment systems as
justification for lack of diversity, as is so often the case in annual reports and
beyond.24

Research into disclosure as a regulatory method suggests that diversity may
be better served by removing the obligation to report on board appointment
policies and instead focus efforts on requiring companies to report more on
the consequences of the appointment policies.25 As set out in Chapter 4, merit

23
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24
'Merit vs Equality? The argument that gender quotas violate meritocracy is based on
fallacies' 2015) <https://blogs.lse.ac.uk/politicsandpolicy/merit-vs-equality-argument/>
accessed 29 July 2019
25
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cannot be defined, and it cannot be impartially applied.26 Yet there is no viable
alternative. For all of its flaws, the concept of merit does provide some
incentive to work hard because the ideology suggests that hard work is
rewarded. It is also an attempt to make appointments appear justifiable. If
merit can’t be defined and there is no viable alternative, perhaps the best
course of action is to stop referring to it, trust that it will form part of the
appointment decision and that there is little that can be done to define the
shape it takes in each individual appointment. Instead the focus should be
shifted from the action, and attention should be diverted to the outcome.

There is a difference between transparency of consequence and transparency
of action.27 Prat found that when an agent had to disclose their action to their
principal this often had a detrimental effect on performance, because their
actions were inhibited by a desire to conform.28 In contrast, transparency of
consequences had a positive effect29, perhaps because actions are taken with
a view to performance. The requirement to disclose a company’s board
appointment policy can be considered a disclosure of action, whereas the
requirement to disclose gender statistics of the board and workforce is a
disclosure of consequence. The results of the data collected in this thesis on
the diversity policies and diversity statistics support the idea that disclosure of
action is ineffective, if not detrimental.

26

Iris Marion Young, Justice and the Politics of Difference (Princeton University Press 2011)
202
27
Prat (n 34) 862
28
Ibid 863
29
Ibid

320

One way to move towards transparency of outcome is by adapting a version
of the Supreme Court judicial selection criteria in Canada. Canadian Supreme
Court Judges are chosen on the basis of a variety of specific professional and
personal characteristics and their appointment should “address the extent to
which the composition of the Court appropriately reflects the diversity of
Canadian society”.30 The Ontario Judicial Appointments Advisory Commission
includes demographics as one of 4 main criteria for making judicial
appointments.31 The consequence of this is that “the appointment body must
see the appointment process at both the individual judge level and the
institutional level of the judiciary”.32 This is arguably more effective than
“having due regard to the benefits of diversity” as required by the Code
because it applies diversity as part of merit, whereas the Code implies merit
and diversity are distinct. Although this judicial selection criteria is focused on
the action of appointments, the same question can be asked in the context of
consequences. Asking how the board reflects the wider company and society,
alongside other specific merit-based questions, has the benefit of focusing on
outcome whilst including diversity within the understanding of merit.

30
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Addressing manipulation
The addition of professional characteristics to the standard understanding of
diversity, as made by much of the FTSE100, seems to be a clear manipulation.
It constitutes an attempt to mislead the reader who would expect a definition
to include only protected characteristics. This research suggests that the
consequence of these adaptations to the meaning of diversity results in the
majority of appointment policies in the FTSE100 annual reports amounting to
little more than lip service or “happy talk”.33 A seemingly simple solution would
be to clarify the definition of diversity within the Code. The Code could adopt
a universal meaning of the term to promote consistency in approach. This
would help close the loophole in which companies value laden their diversity
definition with professional characteristics.

Unfortunately, defining diversity is far from simple. If the meaning of diversity
is disaggregated in order to bring focus back to protected characteristics,
diversity of professional characteristics is seemingly removed from
appointment policies.

‘Cognitive diversity’, i.e. diversity of professional

characteristics, is clearly of importance to company boards and will, inevitably
and rightfully, form part of their definition of merit. One potential solution is to
differentiate between diversity and cognitive diversity in order to prevent
companies from claiming they consider diversity when they only consider
cognitive diversity.

33
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prescriptive about what constitutes diversity and cognitive diversity. The more
prescriptive the definition, the more care needs to be taken to account for all
types of diversity. For example, if protected characteristics were defined
according to the Equality Act 2010, socio-economic diversity, for example,
would not be accounted for. This could result in boards which are gender and
ethnically diverse, but on which all the board members were privately
educated. This would not be much of an improvement.

There are other concerns. To the extent that the corporate definitions of
diversity studied here had any meaning, they often appeared as categories of
difference. This can be considered at odds with an understanding of diversity
which appreciates uniqueness and individualism. A list of factors suggests
everyone can be categorised. It “simultaneously acknowledges racial and
other differences while down-playing and disavowing related social
problems”.34 The challenge is defining diversity to appreciate uniqueness
while maintaining sufficient specificity to avoid exploitation of the term.

If, as discussed above, focus moved away from action and onto consequence,
many of these issues disappear. Instead of requiring companies to disclose
the actions they are taking in the interests of diversity, companies would be
required to disclose how their board and c-suite fulfil specific categories of
diversity. This combines the approach of the Ontario judicial selection process
with the principle that transparency of outcome is more effective. The specific
diversity disclosure requirements would be a matter for debate but should, as

34
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a minimum, include gender, ethnicity, socio economic background alongside
cognitive diversity.

Addressing enforceability
One of the key responsibilities of the Chairman is to chair the nomination
committee. This puts the Chairman in the best position to bring the board’s
focus onto diversity.

It is also the Chairman who is responsible for a

harmonious board, ensuring all voices are heard. Research by Kanadli et al
found “a negative association between chairperson tenure and women
directors’ influence on board decisions”.35 Consequently, women and BAME
individuals depend upon the Chairman to attain their board positions and,
once in place, to give them the chance to be heard. This latter point is not as
relevant for the CEO, who should be in a position to make themselves heard,
but it is relevant for all other roles, including CFO and CXO. If the Chairman
were held to account for the progress of diversity, they may place greater
weight on seeking and maintaining change. One method for holding the
Chairman to account for diversity was suggested in Cranfields 2019 report,
under which “Chairmen with less than 20% women on their boards and
executive committees need to explain why this is the case”.36
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In order to take on such an important role, it is highly arguable that Chairmen
should be more diverse. Given their prominent and important role in diversity,
it is surprising that there are still so few Chairmen who are women or ethnic
minorities.

As has been demonstrated in Chapter 6, the position of the

Chairman is the least diverse of all the c-suite roles. During the two-year
sample period there were only 6 women and 3 BAME chairs (2 of the BAME
chairs were no longer in position in 2017 and the third acts as a co-chair with
a white male). A potentially effective way to achieve meaningful diversity in
the c-suite and wider board is for the Code to be more prescriptive about the
appointment of chairs. The new 2018 Code requirement that Chairmen do
not serve more than 9 years may help with this.37 At present the Code says
little about Chairman appointment, arguably leaving potential for additional
guidance aimed at encouraging more diverse appointments - whether that be
younger, BAME, female or all three and more.

On a broader level, the enforceability of the Code itself presents an obstacle
for improving c-suite diversity. Critical to the success of a comply-or-explain
system of regulation, such as the Code, is the level of non-compliance. If
many companies do not comply with its provisions, pressure to comply is
limited.38 If investors do not appear to react negatively to non-compliance,
pressure to comply is further reduced.39 Overt non-compliance does not
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necessarily cause a reaction, unless there is a triggering event.40 But if
investors do pick up on non-compliance, the consequence for the company
can be damaging.41

Where companies choose not to comply, there is a tendency for companies
to opt for deficient explanations.42 Empirical research has shown that where
companies deviate from the Code provisions only 39% of the explanations
were informative.43 All other explanations were either invalid, general or
limited.44 This may be because the principle of comply-or-explain is predicated
on shareholder involvement and oversight. And although this appears to be
increasing, it seems that shareholders are still not engaged enough to be
effective monitors.45 Returning to the categorisations of companies from
Chapter 7, Code non-compliance but with an explanation corresponds with
the Explainer category of company. As there are no Explainer companies this

40
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suggests that companies do not feel investor pressure to explain their lack of
compliance or they do not feel it will be picked up on.

In contrast, Sweet Talker companies exhibit false compliance, and this
research shows that such “full compliance” with the Code is common. This
may be because apparent compliance is very important to investors.46 The
problem is the authenticity of those compliance claims. As Seidl says “there
is no schema for assessing whether stated compliance tally up with the
truth”.47 Keay has suggested that a potential solution to this problem is to set
up a regulator to oversee compliance with the Code.48 This is worth
considering if persistent non-compliance with the spirit of the Code remains.
It seems that for some Sweet Talker companies, complying with the Code
provisions may be little more than window dressing; while for others, they may
believe they are in compliance when in reality they are not. Either way if what
is being sought is compliance with the objective of the Code, more needs to
be done. According to Hooghiemstra et al, “regulators need to be restrictive
if they want companies to comply not only with the letter but also with the spirit
of the Code”.49 Importantly, false compliance should no longer be an issue if
disclosure was based on outcome as opposed to disclosure of appointment
process.
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Going beyond a lack of compliance with the spirit of the Code are those
companies categorised as Deniers and Concealers. These companies are
either overtly at odds with the provisions of the Code or do not disclose what
they are required to. In both cases there is a breach of the Listing Rules
disclosure requirements because they do not explain their lack of
compliance.50 This appears to be widely overlooked. This could be because
the lack of compliance is obfuscated by the terminology, or perhaps because
boards have seen increasing diversity at the NED level, giving the impression
that the situation is improving. Again, a move to abandon reporting on the
appointment policy would remove this issue and a focus on outcome would be
easier to hold companies accountable to.

Some external monitoring and/or some incentive to comply may be necessary
to improve the levels of actual and authentic compliance with the Code’s
diversity provisions. At present, incentives to comply come in the form of
encouragement on the basis that it makes business sense to do so. Given
the low levels of genuine compliance, this does not appear to be sufficient. As
argued in Chapter 2, the business case is an unreliable and ultimately
unhelpful incentive.

One alternative is to disincentivise non-compliance.

Some argue that credible sanctions for non-compliance are critical if a complyor-explain system is to work.51 In contrast, others claim that threatening to
punish non-compliance is demotivating because it undermines cooperation
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and implies a want of ethics on the part of the non-complier.52 It is difficult to
see what form of non-regulatory punishment could be effectively used. If the
goal is for companies to make authentic diversity changes at the top and
throughout, it is doubtful whether threats will engender such a commitment to
change. Even without punishment, boards respond negatively to rules they
do not see the sense in.53 Adding punishment into the mix may breed
resentment and may damage any authentic progress towards a more diverse
c-suite.

One action-based alternative is to make “compliance with the Code a default
rule which can be opted out of on the basis of shareholder resolution”.54 This
would not have to apply to all of the provisions of the Code, but it would have
the benefit, in relation to diversity provisions, of ensuring the company gives
some ex ante thought to board diversity. This would allow shareholders to
consider non-compliance before it is implemented in policy. However, such a
change would again introduce more administrative burden and, in order to
have any effect, would need to be made in conjunction with the changes to
the Code diversity provisions in relation to merit and the meaning of diversity.

Enacting a Rooney Rule is another action-based alternative.55 This could be
in the form of a requirement for executive search firms to notify the authorities
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where they see firms failing to interview sufficiently diverse candidates. Or,
as suggested by Choudhury, firms with low levels of board diversity could be
required to have their appointment practices audited.56 Again, this would need
to be in conjunction with a change in the terminology of the appointment
provisions of the Code because, at present, proving lack of compliance is all
but impossible.

The major downside to all of these action-based options is that they increase
the bureaucratic nature of the Code, so they are unlikely to create the right
attitudes to compliance or foster the Code’s long-term effectiveness.57 It is
claimed here that a shift in focus from action to outcomes reduces
bureaucracy and would foster a genuine change in approach.

2. Regulatory remedies
2.1. The market failure argument
Tackling diversity in the c-suite by introducing regulation is controversial.
Some reject the idea of legislative intervention in the private world of
business.58 Many more are sceptical.59

According to Malleson, “the

development and application of effective affirmative action programmes in
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public and professional selection processes has been paralysed by the fear
that such action will corrupt the merit principle”.60 Yet the argument suggesting
regulation is necessary is strong where the market is failing.

Considering the c-suite diversity issue using economic terminology, if the
appointment market was operating as it should, the best candidate would go
to the party offering the best reward. The suggestion that there are not enough
women and BAME individuals capable of these roles has been shown to be
false.61 Unless none of these women or BAME individuals are better than any
of the 361 white males in the c-suite sample, it follows that the market is failing.
Further, unless some directors are staggeringly better at their jobs than others,
warranting pay packages several times those of most other c-suite directors,
the market is again demonstrably failing.62

Government intervention into a market scenario is arguably justifiable when it
is evident that there are insurmountable hurdles to overcome in order to get
the market running as it should. According to Elster, “in the absence of
externalities, the market system is collectively rational in the economic sense.
Since, however, externalities are in fact all pervasive, the state appears as a
collectively rational political solution”.63

The externalities in the market
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scenario described here include all conscious and unconscious biases and
the institutional structures that benefit men over women and whites over ethnic
minorities preventing the identification of the best person for the job, as
discussed in Chapters 3 and 4.

While perpetuated by business, these

externalities are not entirely of their making. Consequently, the responsibility
for changing the status quo cannot be solely the responsibility of business.
But there is a big part for them to play.64

The historical lack of relevant experience levelled against board-capable
women and BAME individuals as a reason for their low boardroom
representation when compared to white males is an externality that should be
addressed. If women and BAME individuals are not getting appointments
because they do not have as much board experience as their male
counterparts, how are they to get that experience? It seems clear that the
market cannot address this because it does not take account of historical
inequality. In contrast, the political process could do this by, for example,
introducing quotas. A democratic government may be able to judge the
legitimacy of preferences in a way that the market cannot. For example, it
may be economically most sensible for a company to employ only White men
because of the tastes of its current employees or customers. The market will
react to these tastes by appointing White men, whereas the political process
could overrule them.65 When inertia or self-interest prevents managers from
implementing effective diversity changes, even where there is no desire to
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discriminate, government can apply pressure for the pursuance of inclusionary
practices.66 The question is, should they? Social enterprise theory states that,
since public interest is the foundation of the legitimacy of companies, society
should be entitled to government intervention to ensure companies operate
consistently with the public interest.67 Certainly, it would be possible to make
real and tangible changes to the diversity of the c-suite in a relatively short
space of time if such a method was adopted. But there remains a lack of
clarity as to the normative basis for such intervention.

Normative concerns with regulating market failure
Some fear that if the domain of the market is continually eroded by
government intervention, more and more such erosion may follow. According
to Hayek, this erosion has been the cause of the UK’s “rapid growth of very
imperfectly checked powers of administrative agencies over the private life
and property of citizens”.68 Many feel that government intervention into who
is appointed to the most influential positions in the UK’s largest companies is
unacceptably coercive, on the basis that businesses, not governments, know
best what to do to remain competitive.69 This is especially convincing for the
c-suite where roles are individualized, context dependent and highly
scrutinized. The roles have an impact on employment, the stock market and
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the economy to name a few.

Government involvement at this level is

undesirable for reasons of efficiency, the potential for scapegoating and,
ultimately, national economic success. Faith in the government’s ability to
make the right decisions for society is unstable. Some argue that CEOs are
held to a higher level of accountability than politicians.70

The boardroom diversity rhetoric focuses on the business performance impact
of diversity, but it has been argued here that social reasons are a more
sustainable basis on which to make a change.71

Both justifications are

contentious. Any regulatory intervention would need to be clear where it
stands in relation to them. This goes to the heart of the most debated question
in corporate governance: i.e. whose interests should corporate governance
favour? Any assessment of proposed regulation seeking to take account of
the costs and benefits of such an intervention would be fraught with
uncertainty of impact and contentiousness of basis.72

It is arguable that, even if the definition of merit is unclear, a mandated
requirement for diversity would act as a control mechanism for the flexibility
issues arising from the use of merit as a basis for appointment. For diversity
purposes this seems intuitive. Women and BAME individuals may not be
disadvantaged by the use of merit if there is a regulated obligation to properly
consider all genders and ethnicities. The question then becomes whether or
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not the outcome justifies and requires regulatory intervention. It is argued
here that, on balance, it does not. The next section will consider specific
concerns with regulating diversity.

2.2. Quotas
The most widely known regulatory tool for improving diversity is the quota.
This would be a drastic course of action, and there are those who are strongly
opposed.73 For the c-suite, quotas are impractical. Looking at gender, it is
very hard to be prescriptive about the gender balance of such a small group
of distinct and highly specialised positions. If ethnicity is considered, this
becomes all but impossible. However, if quotas are put in place for the whole
board, it is arguable that diversity may trickle up.

As set out in Chapter 1, a number of jurisdictions have implemented quotas.
Norway was the first to introduce a board quota, which was set at 40% with a
2007 deadline.

When the deadline passed, 77 companies were not in

compliance but, against the threat of dissolution, all relevant companies were
in compliance by 2008.74

Most recently, in 2018 a gender quota was

introduced in California for all companies headquartered in that state.75
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The effect of the quotas on how boards function is little understood, but there
are some deeply held concerns.76 Conceptually, the arguments against are
usually based on the notion that quotas are non-meritocratic. As has been
discussed, merit is a problematic concept. The advantages attributed to a
merit-based system stem from market theories and ideas of economic
individualism. But, given the flaws identified with the concept of merit, any
arguments against the use of quotas based on merit are weak unless the
understanding of merit in this context is clarified considerably.

Mediocrity concerns
One of the fears commonly cited about quotas is that, if women or BAME
individuals are promised positions, there will be a consequential loss of high
performing men.77 It is claimed this will create a significant cost to
organisations.78 The concern is that gender quotas serve only to replace
competent men with mediocre women. Attempts to introduce gender quotas
in politics in India, Pakistan and Bangladesh failed due to the inequality in
education between men and women.79 Education inequality is not a factor in
the UK. One could argue that high performing women will replace mediocre
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men.80 From the perspective of the company, the impact of affirmative action
on obtaining high performing individuals is questionable.

Experimental

research by Nierderle et al, found that: “While some high performing men drop
out of the competition, many women come in, and the overall number of high
performing participants in the entry pool is barely affected”.81

Looking at the impact of the Norwegian quota on firm performance, Ahern and
Ditmar found the quota had a large negative impact on firm value.82 This
conclusion is supported by research indicating that the quota introduced in
California produced “a robust and significant negative valuation effect on stock
returns”.83 One of the reasons suggested for this effect in Norway is that,
following the quota, the men who remained were the older ones with more
experience and this meant that age and experience were what companies
really wanted but what women lack.84 Such a view neglects to consider that
age and experience may not be as relevant as the power wielded by the
remaining males relative to other board members.

Power does not

necessarily correspond to organisational need, particularly when a job is at
stake. This issue was not present to the same extent in California, as there
was no requirement to remove male directors, only to add women.85 Despite
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this, the negative effect was present, arguably because investors react
negatively to states willing “to impose non-economic legislation”.86

Other research claims that quotas have a negative impact on company
performance.87 One reason claimed is that quota firms do not make as many
people redundant as non-quota firms.88 The suggestion is that women are
more benevolent than men.89

This analysis is problematic because it relies

on stereotypes and generalisations. However, while the reasons may be
disputed, there is evidently some empirical support to the idea that quotas are
not good for business.

Discrimination
If more women and BAME individuals are appointed to the c-suite either the
c-suite will increase in size (thus only changing and not solving the diversity
problem), or fewer men will be appointed based on decisions relating to their
gender.

This leads to the objection that solving discrimination with

discrimination is morally wrong and, some would argue, illegal. In California,
30 business groups have indicated their willingness to challenge the recently
introduced quota on the grounds of non-compliance with corporate doctrines
and federal civil laws.90 In the political arena, a similar method was attempted
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by the Labour party in 1993 when they implemented all-women shortlists.
These were successfully challenged on the grounds of sex discrimination.91
But they had already reduced the proportion of male Labour seats in the
House of Commons from 90% to 82%.92 In consequence of the evident
success of the shortlists the Sex Discrimination (Election Candidates) Act
2002 was introduced, allowing political parties to use them for the purposes of
addressing underrepresentation for a period that has been extended until
2030.93 This made legal what had previously been judged by the courts to be
discrimination, at least for a period of time under previous law.

Some argue that to frame affirmative action as discrimination against men is
to imply that the current and preceding social roles are fair.94 No matter how
one frames it and whether or not what precedes discrimination is fair, actions
which advantage one group over another group for reasons related to
characteristics they have no control over constitutes discrimination.

The

question is whether that discrimination is acceptable in the context.95 Noon
has highlighted the hypocrisy of White men claiming that, instead of quotas,
appointment practices should be blind to gender, race and other difference,

quota could be based on the way the quota applies to all firms headquartered in California,
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thus appealing to the social justice discourse.96 He highlights that there was
no objection on the grounds of fairness when “accepting the privileges of their
dominance”.97 Nevertheless, a male backlash might be expected and can
already be seen in some form. For example, J Walter Thompson (part of
WPP, a FTSE 100 advertising company) is facing legal action after a number
of men lost their jobs following a diversity drive.98 Given that it is difficult to
discern whether “affirmative action is aimed at preventing unfairness or at
compensating for previous injustices”, it seems the normative argument for
allowing discrimination is unclear.99

Negative reactions
One consequence of the Norwegian quota was that many companies went
out of their way to avoid being subject to the legislation, and it was found that
there were 30% fewer Plcs there in 2009 than there were before the policy
was announced.100 If UK companies reacted in a similar fashion, this could
potentially have severe consequences for the economy and may be
counterproductive to achieving diversity objectives.
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From an individual perspective, reactions to the quota may be unfavourable,
both from those who may benefit from the quota and from those who may be
disadvantaged. Beneficiaries may object on the basis that the very idea of
needing help to get a position implies a deficiency of some kind. These
objections “stem from feelings of being stigmatised, undervalued, under rated
and not promotable”.101

From a male perspective, those who perceive

themselves to have lost out to women as a result of the quota are likely to feel
some resentment. This is important because, to the generation of men who
see women being favoured in order to rebalance the scale of diversity, it
appears they are paying for the injustices from which their predecessors have
benefited. The resulting tension between beneficiaries and non-beneficiaries,
and between the old and the young, may be counter-productive. While there
may be a change in the numbers of women and BAME individuals in the csuite as a result of a quota, a quota on its own is unlikely to impact upon the
attitudes derived from a corporate lifetime of non-diverse c-suites.

It is

arguable that this is evidenced in Norway where, following the quota, the
number of women with influential positions did not increase.102

A necessary evil?
Some argue that affirmative action is a necessary precondition to change, and
it is the only way that new working patterns, processes and values can
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emerge.103 It is certainly arguable that forcing a change in diversity, even if
purely representational, needs to happen in order to break down the norms
upon which the lack of diversity is built. Moss argues that “women rationally
use level of diversity as a proxy for discrimination, since the latter is harder to
observe”.104 If the level of diversity is changed, this apparent discrimination
will diminish. Forcing change may, in time, change cultural assumptions of
what women and BAME individuals are good at. Managing diversity through
regulation instead of soft law is a clear expression of the importance to society
of diversity and could, in itself, help re-set norms.105 However, there is no
convincing evidence that quotas will do this or achieve any of the diversity
goals sought, apart from in relation to the numbers. If companies seek only
to comply with the letter of the law and not the spirit of diversity regulations,
quotas may be counter-productive in the long term.106 Quotas do not even
reliably improve the numbers, as evidenced by Belgium, Spain and Italy.107
This supports research suggesting “outcomes based” regulation (as a quota
would be so categorised) may not be adequate at controlling corporate
behaviour in circumstances of uncertainty surrounding the basis of the legal
duty.108
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It is argued here that while affirmative action may affect change, it may not
ultimately be the change desired and it is unlikely to impact the c-suite. This
is because on top of the highly context dependent nature of these high-profile
roles, it is difficult to envisage what government intervention could look like.
Because of the size and specialisation of the c-suite, quotas would need to be
directed at the wider board. The likelihood is that it would only impact the
number of NEDs. A more subtle and nuanced approach could yield more
stable and ultimately beneficial results for the long term.

3. Non-regulatory changes
Tackling diversity in the c-suite is arguably tackling diversity too late. Other
more holistic or bottom-up methods may be more sustainable.

It is a

persuasive argument that
“the best place to solve inequality isn’t at the end. It’s at the beginning.
Don’t just ask for 50/50 casting; ask for a creche. Don’t hand-wring
vaguely about the lack of working-class voices in the arts. Start an
outreach programme. Introduce training schemes, paid at a level that
allows those whose parents can’t subsidise their early careers to
participate”.109
In Slovenia, Denmark and Sweden, affirmative action to improve the number
of women on boards is unnecessary.110 This leads one to query what it is
about those national institutions that foster diversity, and whether this can be
replicated in the UK. The following section will consider examples from other
jurisdictions, as well as novel non-regulatory suggestions, and apply them to
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the UK.

The particular examples and ideas have been divided into the

following categories: job segregation, specific skills training, adapting board
processes and the attenuation of power.

3.1. Tackling job segregation
Whether it is a consequence or a cause of lack of c-suite diversity, research
suggests that women and BAME individuals suffer from their overrepresentation in low status jobs.111 According to Pager et al: “individuals from
an early age can identify male and female associated jobs.

This has

implications both for the shaping of occupational aspirations and the mapping
of occupational barriers”.112

Job segregation serves both to perpetuate negative stereotypes regarding
competence and aspirations, and it also prevents access to necessary
networks.113 As discussed in Chapters 2 and 3, networks are critical to career
success. The findings in Chapter 6 support the notion that networks are part
of the story leading to the lack of diversity. Negative stereotypes and affected
aspiration lead to self-selection into lower status jobs. Research indicates that
such self-selection issues affect women more than BAME individuals.114
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The problem can be described as one of path dependency, i.e. the market for
c-suite roles has a history which impedes change.115 One method of seeking
to overcome this path dependency is through setting better examples. In New
Zealand the government has committed to the idea that diverse representation
in higher status jobs increases corporate board diversity, and they have
targeted 45% women on public sector boards.116 The UK could replicate this
as there is room for improved diversity in many public areas, such as politics,
the judiciary and the public sector.

A further method of tackling diversity through job segregation is to try to break
down the internal barriers between jobs. Naming it the “relational approach to
stratification”, Kalev shows that companies that adopt training programs
seeking to reduce segregation between jobs and cross-train people has a
positive effect on the number of women and BAME in management
positions.117

In contrast companies who adopt more standard on-the-job

training programs may reinforce the boundaries between jobs.

118

3.2. Specific skills training
The concept of human capital (discussed in Chapter 3) forms part of an
assessment of merit. It is a useful tool to measure the suitability of c-suite
candidates. But this thesis argues that the concept is problematic and forms
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one of the fundamental causes of the lack of c-suite diversity. However, there
may be ways to address the distribution of human capital at a corporate level.

Research suggests that the cause of occupational gender segregation is the
limitation of women to general skills-based jobs.119

Skills training is an

investment in human capital and is often expensive. For general skills, the
investor tends to be the individual in question. In contrast, for specific skills,
companies will often make that investment. Businesses fear spending money
on women who may not return after having children. Specific skills are more
commonly found in men because companies are more willing to make this
investment for men who are less likely to take career breaks.120 Estevez-Abe
describes this as the reason why Scandinavian countries, widely considered
to be the most progressive countries for social policies promoting women’s
work, display high levels of occupational gender segregation.121 The provision
for long periods of paid leave is thought “likely to depress demand for female
labour in the private sector in coordinated market economies that rely on
specific skills”.122

This is in contrast to the public sector, where policy

objectives may surpass the additional costs incurred to ensure that women
have the specific skills needed. In other words, public sector employers may
decide that, despite the additional training costs, the appointment of women
is important. Such a perspective is less likely to be replicated in the profit
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driven world of the private sector. It is therefore important to either impress
upon the private sector the will to train women in firm specific skills or to
promote policies that mean men are just as likely as women to take family
leave or provide more extensive childcare. A combination of these methods
could possibly be most effective.

3.3. Adapting board practices
According to theories of heuristics, discussed in Chapter 4, women and BAME
individuals are disadvantaged in the appointment process because the
assessment of their merit is negatively impacted by their lack of resemblance
to the typical c-suite director. There are methods which may help mitigate
these heuristics. One method is to evaluate appointments jointly, enabling
reason to displace heuristics and make protected characteristics less
significant.123 In symphony orchestras, concealing a candidate’s identity in the
audition led to an increased likelihood that women would be appointed.124
Adopting this blind audition method into boardroom appointment practices is
not practicable as the identity of the candidate is key to the role. What the
research highlights is the importance of reducing the potential impact of a
candidate’s gender and ethnicity on decision makers.
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Research indicates that groups are not good at information sharing because
of the tendency to focus on commonly held information.125 If this is true, a
board constituted of a variety of different backgrounds, ethnicities and genders
may fare worse because their variety of perspectives and expertise may mean
they share less common knowledge than a homogenous group, and will
therefore be less likely to utilise their individual expertise.126 Training and
research into how non-homogenous groups share information may help
improve the effectiveness of diverse boards and fully reap the benefits that
may arise from diversity of perspective.

At a more practical level, it has been shown that mentoring is critical to career
success, but that women are less likely to be mentored.127 Encouraging senior
management to mentor women may have a positive impact on their careers
and see an increase in diversity in the c-suite. Roth had a number of ideas of
how this could be done based around the development of incentives for senior
individuals to choose to mentor more junior staff of a different gender and/or
ethnicity.128 More generally, ensuring that the learning environment on the
board and across the company is viewed as supportive by all ethnicities and
genders is thought to increase firm performance.129
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environment is more likely to promote ethnic and gender diversity by virtue of
its inclusiveness, making it attractive to employees of all backgrounds.

3.4. Attenuating power
As has been set out in Chapters 4 and 6, the power of members of the c-suite
can affect their ability to retain their position. The findings of this research
suggest that men have the highest levels of power at present. This not only
keeps them in their roles but prevents another opportunity becoming available
to women or BAME individuals.

Research has divided boards into 4

categories according to their power balance: (1) caretaker boards, where
neither the CEO nor the board are powerful and the company is dominated by
its executives; (2) statutory boards, in which the CEO is powerful and the
board acts as “rubber stamps”; (3) proactive boards in which the board is
more powerful than the CEO; and (4) participative boards in which CEOs and
boards have equal power.130 One of the conclusions made by Pearce was that
participative boards were most likely to perform well financially. This was on
the basis that an equal power footing led to better decisions because more
discussion and negotiations were needed to reach consensus.131 If this is true,
it follows that boards are likely to be unbalanced having just one or two
powerful individuals. An increase in the power of the board may help to
attenuate the power of dominant executives. A reduction in the power of the
c-suite members is also possible and could be achieved by introducing a
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maximum tenure.132 This may be particularly helpful to diversity objectives in
light of research suggesting that long serving board leaders “limit positive
effects of diversity on strategic change”.133 Further research is required to
determine other methods of addressing the power imbalance.

4. Conclusion
There is a problem in the diversity of the FTSE100 c-suite. At present this
problem is largely overlooked under the glow of the apparent progress made
in gender diversity on the wider board. The Code is proving to be ineffective
in addressing the issue, and this inadequacy stems from the Code’s reliance
on the concept of merit. The problem is perpetuated by an uneven distribution
of power among the members of the c-suite. It is important to address these
issues for reasons of social justice. The c-suite represent corporations most
powerful voices, reverberating throughout many aspects of society.

The

people occupying these roles are selected from a pool of privileged individuals
to the exclusion of other possible candidates.

This is unfair to the

disadvantaged individuals and to the society the companies operate in.
Furthermore, as long as mainly White men are seen to dominate leadership
roles, the aspirations and actions of the generations that follow will be
impacted.
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It is understood and acknowledged that, in terms of the empirical part of this
study, the size of the sample, the small proportions of which being women and
ethnic minorities, raises questions as to the reliability of the conclusions.
Without a doubt it will be important to continue this research over the coming
years in order to test the theories suggested here, as well as investigate the
impact of ongoing change to the regulatory environment. Extending the
research into the FTSE350 would be desirable. In relation to the theoretical
aspects of the research, a qualitative study into what merit means to board
members and beyond, would be of significant interest.

The path to greater diversity depends upon what is considered the priority in
light of all the information.

If speed is prioritised, quotas would be the

answer.134 If what is sought is progress that is enduring and authentic, quotas
must be discounted as they are too blunt an instrument to affect a change that
will be embraced, particularly at c-suite level. Quotas risk creating more
problems than they solve, such as resentments, board tension and an
undermining of belief in the abilities of women and BAME individuals.
Practically, it is extremely complex to use quotas in the c-suite, given the roles
are so few and so context driven. The corporate pushback would be immense.

Having ruled out quotas, the focus can return to soft law and the use of
merit as the key appointment determinant. As this research has sought to
establish, merit is a flawed and problematic concept, often working against
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diversity objectives. But despite its flaws, merit does have advantages, not
least of which being the lack of feasible alternatives. Merit cannot be
abandoned as an appointment basis, but there needs to be an
understanding of its inherent plasticity. The Code needs to accept its
limitations regarding its ability to define how companies determine merit
and move away from requiring disclosure of appointment policies towards
enhanced disclosure of consequence. In a broad sense, it is important that
diversity is considered a core component of merit, not an add-on. In this
way, it should not be possible to use merit as a justification for lack of
diversity.

A new understanding of merit should also develop awareness that the
application of human capital theory disadvantages women and BAME
individuals. When combined with decision-making biases, women and
ethnic minorities are in an unacceptably disadvantaged position.

The

continued development of training and awareness on the impact of these
factors could help to mitigate this effect. Other ways to help improve
diversity would be for the Code to encourage companies to more carefully
reflect on their Chairman appointments. Chairmen are the door to more
diverse boards, and they should be held to account to this. To the extent
that any of the abovementioned changes are sought through the Code, their
effect will be nullified unless the lack of meaningful Code compliance is
addressed.
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Some consideration has also been given to other, more holistic, ways that
companies could change their c-suite diversity, perhaps in conjunction with
Code amendments, but without the use of quotas. Tackling job segregation
from the beginning of careers and ensuring specific skills training is
provided to women as frequently as men could see the pool of potential
women and BAME candidates swell considerably in the long term. This
does not contradict what has been claimed in this thesis about the falsity of
the argument that the pipeline is the reason why more women are not
appointed to the board. It is still the case that there are plenty of suitable
women and BAME in the pipeline to considerably improve c-suite diversity.
Yet more could be done. Changes to job segregation and specific skills
training may increase the pipeline so that it matches the male pipeline.
Many of these changes would be of minimal cost. If companies really do
believe in the business case for diversity, it is perhaps strange these actions
are not more commonly seen.

What has not been considered in any detail are the societal changes
relating to family life.

These include childcare support, changes to

education, parental leave and many more. Changes in these areas could
have a substantial impact on aspirations, incentives and abilities for the
under-represented. There is much that can be done by businesses to
change the way home and family norms fall disproportionaly on women.
This remains an important avenue for future research.
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Although the diversity problem is one that endures, the situation is not so
desperate as to require the implementation of potentially damaging quotas.
There are several far less drastic measures which, it is argued, will be more
effective in the long run if implemented in conjunction with a redrafting of
the Code. So long as the Code remains as drafted, there is little real
pressure on companies to change their c-suites. In contrast, if these holistic
measures are combined with changes to the Code, there is the possibility
of a shift in acceptance of the benefits of a more diverse pool of candidates.
Critical to this change is acknowledgement that merit is an ideology and not
a science. According to this research, it is the reliance on merit rhetoric
that stops women and ethnic minorities entering the c-suite, and it is the
use of power that prevents White men from leaving.
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