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Board Diversity 
 
Some thoughts on the composition of boards – including public sector boards. 
 
Background 
The Institute of Directors (IoD) has long been a strong and vociferous supporter of 
board diversity on the clear basis – backed up by much research, that more diverse 
boards are more effective boards. 
 
The danger of “group think” if people all have the same background is significant and 
most will be aware of situations where that has been damaging for organisations – 
ranging from banks to football clubs. 
 
All boards need different people from different backgrounds to bring different views 
and experiences to illuminate discussion and decision. 
 
In essence all boards need cognitive diversity. 
 
While this difference of thought and approach is the aim, the IoD has never been in 
favour of a random proportion being attached to one group or another to achieve that 
breadth of input. 
 
Issues of diversity 
It appears that the approach the UK government has taken (e.g. Lord Davis review 
etc.) has been the right one.  Boards should, for example, strive to increase female 
presentation to above 25 per cent, aiming for 33 per cent by 2020 and whilst we are 
talking here specifically about listed companies (FTSE 350) other businesses should 
strive to meet these targets as well as a matter of good practice.   
 
Boards must also ensure that they are more diverse in terms of age (i.e. younger 
directors) and ethnicity; as well as mentioned above (crucially) background. It is 
possible for company and other boards to be dominated by an informal club of grey 
haired men all with the same education or interests.  This does need to change.  
 
The IoD view point is that quotas are not appropriate and the approach of the Davies 
and now Hampton-Alexander Reviews are the best way forward. Indeed the Davies 
Report achieved its target of 25% female representation on FTSE 100 boards. We 
believe that transparency can force companies to change and that this approach 
allows companies to find solutions suitable for their industry and situation.  
 
Possible solutions 
Where the Hampton-Alexander review is experiencing difficulty is in the disclosure of 
diversity data from FTSE 350 companies, so perhaps forced release of the figures 
will ensure that all boards and indeed sub-committees are transparent in reporting. 
 
Neither the quota approach, nor the openness approach deals with the underlying 
system issues, which is the pipeline leading to executive and non-executive 
positions, which clearly does not carry enough women. 
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It seems that a solution to diversity on boards is to take a far more holistic approach 
which focuses on –  

 Organisation‟s disclosing diversity statistics to expose the gaps,  

 Search firms actively seeking to put forward a diverse mix of candidates,  

 Organisations ensuring they are training and promoting candidates in a way 
conducive to building a pool of executive candidates,  

 Business leaders offering mentoring and sponsoring support (a mentor talks 
to you / a sponsor talks about you)  

 Educational institutes ensuring that the courses which are identified as feeder 
courses to such roles are open and accessible to all.  

 
Summary 
The argument behind the need for greater executive and boardroom diversity goes 
beyond the „moral‟ (that it is simply fair). As mentioned, there is evidence it leads to 
greater returns and a more robust decision making processes.   
 
A board that is made up of a homogenous group of individuals will struggle to 
represent the variety found in their customer base, workforce and supply chain. By 
drawing on a diversity of background, gender, race and indeed wider thought a 
company far better equips itself in its operations. Moreover it is arguable that a 
diverse board is more likely to think critically on major decisions and to question 
status quo. 
 
The IoD supports diversity and varied board composition but does not support any 
specific number being committed to any specific group. Allocating target numbers to 
all the different groups, as well as taking account of the composite skills required.  
Board composition would become immensely complex.    
 
With specific reference to the Gender Representation Bill – a more balanced board 
moving towards 50% female representation on public boards by 2020 can be 
achieved through other means.  Given that the figure has already moved to 42%, 
more of the same progress over the next few years as for the past few will produce 
the necessary change in balance and diversity. 
 
Answers to specific issues raised in consultation questions - 

 Impact on applicants for public bodies – these bodies may find a shortage 
of applicants and some difficulties particularly where it has to match its board 
skills matrix. The application form and process is difficult and off-putting 
already so this “quota” can only make recruitment harder. 

 Impact on public authorities responsible for recruiting women – there will 
be a need for enhanced and more widely promoted recruitment perhaps; and 
there will also be a need to work with bodies like the IoD to build the pool of 
capable applicants.   

 Reporting mechanisms – bodies should openly report to the Scottish 
Parliament through Ministers and sponsors, and be expected to comply or 
explain. 

 Should there be penalties for non-compliance – only for bodies who fail to 
comply over a period significant period of time or who fail to explain any 
failure to comply 
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All other comments are noted above. 
 
David C Watt 
Executive Director in Scotland for the Institute of Directors 
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