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"A board composed of directors representing a range of perspectives leads to an environment of 

collaborative tension that is the essence of good governance. In a room where everyone has 

different points of view and there is a greater opportunity for cross-pollination of ideas, there are 

fewer unspoken assumptions, less "group think" and a greater likelihood of innovation. This allows 

the board to ask the probing questions and tackle the challenging issues, such as risk management 

and succession planning, which are at the center of good corporate governance."1 

 

Gender diversity on public company boards—and meaningful participation by women directors in the 

boardroom—is steadily increasing. Although the number of women on boards in the United States is 

growing more slowly than in some other countries, there has never been such consensus and 
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collective effort toward gender diversity at the upper echelons of corporate America. A combination 

of regulatory, legislative, and investor-driven efforts is likely to accelerate the progress that has been 

made to date toward greater gender diversity and perhaps, one day, gender parity. 

 
Progress to Date 
The latest data shows that the number of women on U.S. public company boards continues to grow 

slowly and steadily. According to the 2020 Gender Diversity Index, women represented 17.9 percent 

of Fortune 1000 company directors, 19.7 percent of Fortune 500 company directors, and 22.3 

percent of Fortune 100 company directors in 2015.2 Larger companies tend to have greater diversity 

as well as larger boards. Representation of women on key board committees (audit, compensation, 

and nominating) roughly tracks their representation on boards generally.3 

As women gain public company board positions, target goal representation levels that once seemed 

overly optimistic are beginning to seem realistic. Targets set by various groups range from 20 

percent4 to 40 percent,5 and they are being achieved in a number of countries around the world. 

Some countries have used quotas to achieve their goals; mandatory percentages of female 

participation on boards have been implemented to date in Iceland (40 percent), Israel and India (at 

least one woman on each board), Italy (33 percent), and Norway (40 percent or higher, depending 

on the size of the board). By the end of 2016, several other nations will have fully phased in their 

mandatory quotas, such as France (40 percent), Germany (30 percent), and Malaysia (30 percent 

for new appointments).6 Moreover, many countries have mandatory requirements for the boards of 

state-owned companies, all in the range of 30 percent to 50 percent female participation.7 The 

question for these countries is how well these quotas work in practice and whether they are indeed 

forces for positive change at the individual, board, corporate, and societal levels. Recent research 

indicates that quotas are less effective than other elements—such as a corporate governance code 

that mentions diversity—in producing long-term female board representation.8 One study of 

Norwegian boards, which have been integrated by mandatory quota since 2008—longer than those 

in any other country—found that, after a difficult adjustment period, support for the requirement has 

increased over time, as participants in the corporate culture experienced many positive effects of the 

law.9 

 

While quotas are prevalent around the world, they remain unpopular in the United States and 

Commonwealth countries, including Australia and Canada. Fortunately, quotas are not necessary to 

produce meaningful change. The United Kingdom is an excellent example of change achieved 

through voluntary participation. Several years ago, Lord Mervyn Davies began an inquiry, on behalf 

of the U.K. government, into gender diversity on public boards. His initial paper, published in 
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February 2011, found that only 12.5 percent of the FTSE 100 directors were women and suggested 

that at the rate of change in effect at that time, it would take many decades to achieve "gender-

balanced" boardrooms.10 The paper did not recommend quotas but instead encouraged companies 

to set their own goals and work to reach them. The aspirational goal set forth in the paper itself was 

for FTSE 100 companies to have 25 percent female board members by 2015. The follow-up paper, 

published in October 2015, reported that in the five years since the initial inquiry, self-directed efforts 

by U.K. companies had surpassed this goal, resulting in 26.1 percent women directors in the FTSE 

100 and 19.6 percent in the FTSE 250.11Notably, the number of all-male boards declined during this 

time frame from 152 in the FTSE 350 to none in the FTSE 100 and only 15 in the FTSE 250. Lord 

Davies described these developments as a "near revolution that has taken place in the boardroom 

and profound culture change at the heart of British business."12 His 2015 paper calls for FTSE 350 

companies to achieve 33 percent female board representation by 2020, a goal which would entail 

adding roughly 350 women directors. 

 

Legislative and Regulatory Actions 
In a 2015 speech at the Women's Forum of New York, SEC Chair Mary Jo White fully endorsed that 

organization's goal of 40 percent female representation on boards of all Fortune 1000 and S&P 500 

companies by 2025, emphasizing that there is no shortage of highly qualified candidates and stating 

her view that the 40 percent target is not only "attainable," but "also a business and moral 

imperative."13 More recently, in January 2016, Chair White stated that SEC staff is currently 

reviewing the disclosures regarding board diversity and considering whether additional guidance or 

rulemaking would be appropriate.14 

 

Nevertheless, Chair White has been criticized for moving too slowly to amend the disclosure 

requirements regarding board diversity. Ten Democratic lawmakers, led by Sen. Sherrod Brown, D-

Ohio, and Rep. Maxine Waters, D-Calif., released a letter earlier this month expressing 

"disappointment" that the SEC had not taken action on this issue in the past year.15 The letter 

references a prior request by Rep. Carolyn Maloney, D-N.Y., asking the SEC to expand proxy 

disclosure requirements to include information about director candidates' gender, race, and ethnicity. 

Rep. Maloney's January 2016 letter to Chair White highlights a contemporaneously released report 

from the Government Accountability Office (GAO) that addresses gender diversity on boards.16 The 

GAO report found that women held about 16 percent of board seats in the S&P 500 in 2014, an 

increase from eight percent in 1997.17 The GAO report estimated that it will be decades before 

women's board participation equals men's. 
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The GAO report identified several potential strategies that could help boards increase their gender 

diversity, including requiring diverse slates of candidates (including at least one woman), setting 

voluntary targets, expanding board searches, expanding board size, and increasing seat turnover by 

adopting term or age limits and conducting board performance evaluations. The report noted that the 

stakeholders interviewed generally expressed a strong preference for voluntary efforts over 

government mandates such as quotas. 

 

The Democratic lawmakers' letters reiterate a proposal made in March 2015 by nine large pension 

funds to enhance federal disclosure requirements as a means to increasing the diversity of director 

candidates.18 The pension funds' petition to the SEC called for candidates' gender, race, and 

ethnicity to be presented in a chart or matrix form. While companies currently are required to discuss 

board diversity in their proxy statements, the SEC does not define "diversity," thus allowing 

companies wide latitude in their disclosures. The petition argues that under the current disclosure 

requirements, it is difficult for investors to ascertain the gender, racial, and ethnic diversity of 

directors, particularly if pictures and first names or pronouns are not used in the proxy materials. 

According to the GAO report, the SEC has indicated that it intends to consider the requested change 

as part of its Disclosure Effectiveness Initiative, an ongoing, broad-based review of disclosure 

requirements. 

 

One analysis of the proxy statements of the S&P 100 companies found that companies "most 

frequently define diversity with reference to a director's prior experience or other non-identity-based 

factors rather than his or her socio-demographic characteristics."19 The author found that more than 

80 percent of the companies consistently cited background and experience as sources of diversity, 

while about half described diversity in terms of gender, race, or ethnicity. Indeed, many types of 

diversity are valuable to boards, and the range of experience and variety of backgrounds among 

directors is valuable information for shareholders. That said, demographic diversity is also highly 

relevant to investors and easily can be disclosed along with other elements of diversity. 

In addition to SEC action, there have been state-level initiatives of a precatory nature. In May 2015, 

the Illinois state legislature—citing studies showing the business benefits to companies of having 

women directors—passed a non-binding resolution urging public companies to have at least three 

women directors on boards of nine or more members, at least two on boards of five to nine 

members, and at least one on boards with fewer than five members, by 2018.20 In substance, the 

Illinois resolution was modeled on a California resolution adopted in 2013.21 A similar resolution was 

passed in Massachusetts in 2015.22 
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Investor-Driven Efforts 
Institutional investors have become increasingly focused on environmental, social, and governance 

(ESG) practices in recent years. This is driven by a growing sense among these investors that 

corporate investment in ESG enhances a company's performance and reputation, fosters revenue 

growth, and represents an avenue for shareholder engagement.23 In particular, institutional investors 

have prioritized corporate governance matters, and, as Martin Lipton has observed, "not as an 

afterthought in the shadow of business and financial matters addressed by their portfolio managers, 

but rather as a standalone priority in its own right. Corporate governance is not just a means-to-an-

end administrative or procedural framework; it is about the basic rules of the game and can be an 

overarching value driver."24Gender diversity on boards is an issue that touches various elements of 

ESG practices, and—as the efforts of the nine pensions funds described above indicate—investors 

have begun to prioritize it accordingly.25 

 

One prominent investor-led effort is the Thirty Percent Coalition, an organization founded in 2011 

with a goal of attaining 30 percent female representation on U.S. public company boards.26 Its 

diverse membership of corporate leaders includes companies, foundations, individuals, funds, and 

major institutional investors such as CalPERS and CalSTRS. The Coalition pursues a three-pronged 

strategy for achieving its goal. First, its "Institutional Investors Committee" works with companies 

directly to amend their corporate governance standards and enhance their recruitment efforts for 

female directors. Second, its "Public Sector Initiatives Committee" supports legislative efforts at all 

levels of government and seeks improved disclosure requirements through the SEC to encourage 

gender diversity. Third, its "Corporate Leaders Committee" mobilizes executives to publicly and 

privately advocate for gender diversity on boards. These three avenues cover the waterfront in terms 

of activism on this issue, and the organization has seen some success to date, though its ultimate 

goal has not yet been achieved. According to the Coalition, its efforts in targeting companies through 

direct shareholder contact produced the election of a female director at 62 companies with 

previously all-male boards. 

 

In Australia, the Australian Council of Superannuation Investors (ACSI), a collaboration of funds and 

asset owners, launched an initiative in early 2015 to achieve 30 percent female representation on 

ASX 200 boards by 2017.27 The ACSI indicated that its investors—representing AU$1.6 trillion in 

investments and owning roughly 10 percent of the ASX 200—had provided a "strong mandate" for 

this initiative and that the issue would be a "key priority of ACSI's engagement." The ACSI indicated 

that it would target companies with all-male boards, that it would begin with private meetings with 

company representatives, and that, if necessary, it would recommend that its members vote against 
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the re-election of directors at companies with limited gender diversity on the board. The chairman of 

the ACSI stated that the initiative "is based on the belief that skilled and suitably diverse boards 

make for better-governed companies and, as such, higher value investments in the long 

term."28 Earlier this month, the ACSI issued a press release highlighting the fact that women 

represented more than 50 percent of all board appointments for ASX 200 companies in 2016 and 

that female board membership in that category had grown from 19 percent to 22 percent in one 

year.29 As in the United Kingdom and the United States, Australian efforts toward gender diversity on 

boards have sought to forestall rather than require the implementation of mandatory quotas. 

Another investor-driven initiative to increase gender diversity in corporate leadership is the 

establishment of impact-investment funds. Earlier this month, State Street Global Advisors opened 

the SPDR SSGA Gender Diversity Index ETF, an exchange-traded fund with the ticker symbol: SHE. 

The fund invests in U.S. companies with the highest levels of gender diversity in their sectors. SHE 

reportedly is receiving a $250 million investment from CalSTRS, which reportedly may double its 

investment in the near future.30 While similar funds have been created in recent years, they are 

much smaller; the target for SHE is to accrue $1.5 to $2 billion in assets in the first year.31 The size 

and prominence of State Street's latest effort illustrates institutional investors' significant interest, and 

confidence, in the performance-related benefits of gender diversity in corporate America. 

 

By contrast to the institutional investors, activist funds have almost completely disregarded women 

as director nominees in their campaigns. According to one recent article, five of the largest U.S. 

activist funds have nominated 174 directors since 2011, yet only seven were women; of the 108 

candidates to win seats on the target boards, only five—less than five percent—were 

women.32 Likewise, Carl Icahn's Icahn Associates Holding nominated 42 director candidates during 

that time frame, none of whom were women. By contrast, the S&P companies filled 26 percent of 

open board seats with female directors over that period.33 As diversity on boards is associated with 

positive long-term performance, one must question why activist investors appear to have scant 

interest in nominating women as director candidates for an activist slate. 

 

Consensus Around Gender Diversity 
In the United States, the United Kingdom, Europe, and many other countries, there is now broad 

agreement as to the desirability of gender diversity, and ultimately gender parity, in boardrooms. The 

evidence has begun to speak for itself, as various studies in recent years have shown that 

companies with women in top management and board positions outperform their peers.34 A 2015 

MSCI report, for example, indicated that companies in the MSCI World Index with strong female 

leadership generated a return on equity of 10.1 percent per year, as opposed to 7.4 percent for 



 

-7- 

those without such leadership.35 Earlier this month, the International Monetary Fund presented new 

research on women in management that included the finding that adding one more woman in senior 

management or on the board of directors, while keeping the size of the board unchanged, is 

associated with 3 percent to 8 percent higher return on assets.36 

 

Progress on diversification of public company boards in the United States has been slower than 

elsewhere, partially due to the absence of mandatory quotas, but also perhaps in part due to a 

distaste for perceived micromanaging of board composition by outside forces, or to a resistance to 

target numbers even of an informal variety, or to lagging recognition that qualified female director 

candidates exist in abundance. All three of these latter factors are diminishing in public perception 

and U.S. corporate culture. Nominating committees have the authority and the duty to include 

diversity considerations into their board compositions, as well as to ensure that the company's proxy 

disclosures are appropriately descriptive of board diversity. It will be interesting to see if the progress 

made with gender diversity can be extended to other types of diversity on corporate boards. 

Investors are eager to reap the established benefits of improved performance and governance that 

gender diversity can produce, while regulators and legislators are pressing for gender balance on 

public company boards. Fortunately, there has been general consensus in the U.S. corporate 

community that quotas are not a desirable means to achieving gender diversity on boards. While 

each company should set and pursue its own goal in light of its particular circumstances, progress to 

date and the cultural context are highly encouraging. Meaningful participation by women in the 

boardroom is a reality, and each year brings U.S. public companies closer to gender parity and its 

many attendant benefits. 
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(discussing eBay's efforts to bring more women into its top ranks), available 

at www.mckinsey.com/business-functions/organization/our-insights/realizing-the-power-of-talented-women. 

 

35. MSCI Report at 20 (MSCI designates a company as having "strong female leadership" if its 

board has three or more women, or if the percentage of women directors is higher than the average 

in that country, or if it has both a female CEO and at least one woman director.). 

 

36. See Paul Hannon, "European Businesses With Higher Share of Women in Management More 

Profitable," WSJ, March 7, 2016, available at www.wsj.com/articles/european-businesses-with-higher-

share-of-women-in-management-more-profitable-1457364600. 

 

David A. Katz is a partner at Wachtell, Lipton, Rosen & Katz. Laura A. McIntosh is a consulting attorney for the firm. 

The views expressed are the authors' and do not necessarily represent the views of the partners of Wachtell, Lipton, 

Rosen & Katz or the firm as a whole. 
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