
BENEFITS of Gender Diversity on Company Boards
Research indicates that gender diverse Boards have a positive impact  
on company performance:

•	Organisational	performance	increased	sharply	once	a	threshold	of	at	least	3	women	on	 
management	committees,	with	an	average	membership	of	10	people,	was	reached	 
(McKinsey, 2007, 2008).

•	Companies	with	three	or	more	women	on	their	Boards	had	stronger	than	average	profits	 
(Catalyst, 2007).

•	Board	diversity	has	been	linked	to	good	governance	credentials,	including	more	attention	to	audit	
and risk oversight and control, and greater consideration for the needs of a variety of stakeholders 
(Conference Board of Canada, 2002).

•	Boards	with	3	or	more	women	were	more	likely	to	ensure	effective	communication	between	the	
company and its stakeholders (Conference Board of Canada, 2002).

•	Companies	with	more	women	on	their	Boards	appeared	to	be	more	accountable	 
(Conference Board of Canada, 2002).

•	Gender-diverse	Boards	provided	stricter	monitoring	of	 
their	performance	(Adams	and	Ferreira,	2008).

Women directors, however, remain severely  
under-represented on company Boards.  
In 2008 in the FTSE1100 companies: 
•	Women	held	only	9.0%	of	Board	directorships	in	SET	companies.

•	Exclusively	male	Boards	still	existed	in	35.0%	of	SET	companies.

•	Only	27.5%	of	SET	companies	had	more	than	one	 
female director on their Boards. 

Source:	Data	extrapolated	from	The	Female	FTSE	Report	2008	 
published by the International Centre for Women Leaders at Cranfield University  
(Seally, Vinnicombe and Singh, 2008). 
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Argument for more 
women directors in 
SET companies
Improved organizational 
performance
The positive economic influence of diverse Boards and 
the importance of ‘critical mass’ of women in making 
an impact is well illustrated in a number of studies 
examining performance of British as well as European 
top companies by McKinsey management consulting 
firm (2007, 2008). McKinsey research has shown that 
organisational performance increases sharply once 
a	threshold	of	at	least	3	women	on	management	
committees,	with	an	average	membership	of	10	
people, is reached. Below this threshold, no significant 
difference in organisational performance was observed. 
McKinsey researchers hypothesised that one or two 
women on a committee may be isolated or marginalised; 
but when there are three or more women, they may 
participate more actively in discussions and decisions 
and the Board dynamics becomes more collaborative. 
This finding corresponds to the idea of the importance 
of ‘critical mass’ in minority representation in any group. 
Critical mass theory applied to women’s participation 
in groups stems from the early work of Moss Kanter 
(1977a	and	1977b)	who	(though	she	did	not	use	the	
term ‘critical mass’ herself) argued, from empirical study 
with major US organisations that the impact of small 

numbers of  ‘token women’ was minimal and could not 
guarantee change. The term critical mass implies that 
once a representation of the minority group reaches a 
certain	proportion	(relative	to	the	group	size)	a	‘tipping	
point’ is reached and groups are on an irreversible road 
to ‘balanced’ representation. Researchers (for example, 
Childs and Krook, 2006) are less optimistic about the 
notion that a critical mass position is irreversible, but the 
concept remains important in gender and SET research, 
as a way of changing monolithic male white workplace 
cultures.

Another McKinsey study of a number of European 
companies with influential female presence in the top 
positions showed that these companies outperformed 
their peers in terms of return on equity (ROE2	11.4%	
compared	to	10.3%),	operating	profit	(EBIT3	11.1%	
and	5.8%),	and	stock	price	growth	(64%	and	47%	
between	2005	and	2007).	The	importance	of	a	
critical mass found further support in the US study 
by Catalyst4	(2007).	This	study	showed	that	Fortune	
500	companies	with	three	or	more	women	on	their	
Boards had stronger than average profits based on the 
following	financial	measures:	return	on	equity	(16.7%	
compared	to	11.5%),	return	on	sales	(ROS5	16.8%	and	
11.5%),	and	return	on	invested	capital	(ROIC6 10.0%	
and	6.2%).	Catalyst	also	reported	that	stronger	financial	
performance of companies with higher representation 
of women on their Boards held across industries, 
including SET sectors of ‘Information and Technology’ 
and ‘Industrials’.   



Working with the UKRC to 
improve representation of 
women directors in the UK 
Boardrooms
It is clear from the data presented here that SET 
companies need to increase numbers of women on 
their Boards. The UKRC sees challenging boardroom 
cultures in SET sectors as one of the important ways of 
recruiting women directors, as well as retaining women 
already appointed to seats on Boards. In 2006 the 
UKRC commissioned a research project into boardroom 
cultures and their impact on women directors (Singh, 
2008). One of the findings was that where few women 
came into the boardroom, the culture of the Board was 
seen as a barrier, and bad experiences became issues 
that put other women off joining the Board. A Good 
Practice Guide to More Inclusive Boardrooms, based 
on the findings of this research, is a useful source of 
recommendations on how to make boardrooms more 
open to aspiring women and how to retain women 
directors already sitting on Boards (UKRC, 2007).

The UKRC also aims to support more women onto 
public Boards by running a seminar series and 
a mentoring programme. The seminars provide 
information on public Boards, tips in making a good 
application and a role model speaker. The mentoring 
programme links women interested in applying to public 
Boards with women and men already serving on a board 
for a period of about 6 months. Mentors are asked to 
take mentees along to observe a board in action and 
to talk to them about recruitment process. They may 

also support the mentees in making an application 
by reviewing their Curriculum Vitae and practicing 
possible interview questions. The UKRC has produced 
the following good practice guides to improve the 
recruitment of women onto public Boards:

•	 Applying	For	a	Public	Appointment:	guidance	on	
completing an application form

•	 Gender	Equality	and	Public	Bodies:	a	good	practice	
guide (a checklist for recruiters)

•	 Employee	Development	Through	Public	
Appointments:	Developing	your	employees	by	
enabling them to fulfil a role in public life

All Good Practice Guides published by the UKRC 
are available to order in hard copy and in  
downloadable format at the UKRC website at:  
http://www.ukrc4setwomen.org/html/
resources/ukrc-publications/

If you or your company are interested in improving  
the gender diversity of your boardrooms we will be 
happy  to work with you. Please contact us via our 
website: www.ukrc4setwomen.org or call us on: 
01274 436485.



Better performance  
in times of economic crisis
Discussion	of	the	present	global	economic	crisis	

has suggested that good corporate governance, 

accountability, responsibility and prudence are important 

factors in achieving economic stability and long term 

financial gains, while quick and risky profits have 

contributed to the current crisis. A debate has started 

on whether the crisis would have been as acute, or 

even happened in the first place, if more women had 

been in the top decision-making positions. The situation 

of Iceland where the only solvent bank Audur Capital 

was founded by two women Kristin Petursdottir and 

Halla	Tomasdottir	has	made	gender	a	significant	issue	

in the national politics and increased the support for 

Johanna Sigurdardottir in an election for a new Prime 

Minister	of	Iceland	(Ertel,	Der	Spiegel,	22.04.2009).	It	

has been pointed out in a number of press articles, that 

the financial institutions such as banks and hedge funds 

responsible for the downturn of global economy are 

overwhelmingly male-dominated, as are the regulators 

and legislators assigned to oversee the financiers. 

‘Masculine’ social behaviour at work (Ermer et al, 2008), 

and	testosterone	(Coates	and	Herbert,	2008)	have	

been blamed for the present crisis. Arguments for any 

gender having natural biological aptitudes have always 

been dangerous for those working for gender or race 

equality; such arguments are likely to end up being 

used	to	justify	inequality	in	another	arena.	However,	

there clearly are arguments to be made that masculine 

behaviours are produced by the interrelation of biology 

with a social and cultural world. When women enter top 

management in large enough numbers they change the 

social and cultural world of human action.

Another example of advantages brought by gender 

diversity	in	management	comes	from	a	French	study	

by	Michel	Ferrary,	showing	that	companies	(including	

the banking sector) with a high proportion of women in 

management have been performing better during the 

crisis than the more male-managed companies (Sullivan 

and	Jordan,	Washington	Post,	11.02.2009).	The	same	

article quotes major British business leaders who “called 

for ‘urgent action’ to increase the number of women at 

the top levels of business”. Officials from Brussels also 

recently called for more women in the workplace in 

order to “help lift the European Union out of recession 

and mitigate the impact of future financial crises” 

(Mohit,	TopNews,	03.03.2009).	

Better corporate governance
In 2002 a major Canadian study of women and 
corporate Boards was carried out by the Conference 
Board of Canada. The findings linked Board diversity 
and good governance credentials, including more 
attention to audit and risk oversight and control, and 
greater consideration for the needs of a variety of 
stakeholders.	The	study	found	that	91%	of	Boards	with	
three or more women explicitly took responsibility for 
the verification of the integrity of the audit information 
(compared	to	74%	of	all-male	Boards),	94%	ensured	
conflict-of-interest	guidelines	(compared	to	68%	of	
all-male	Boards),	while	86%	ensured	a	code	of	conduct	
for	the	organizations	(compared	to	66%	of	all-male	
Boards).	Boards	with	3	or	more	women	were	also	
more likely to ensure effective communication between 
the	company	and	its	stakeholders	(86%)	than	Boards	
with	no	women	(71%).	In	addition,	companies	with	
more women on their Boards appeared to be more 
accountable.	For	example,	72%	of	Boards	with	2	or	
more women conducted formal Board performance 
evaluations,	compared	to	only	49%	of	all-male	Boards,	
and a significantly greater percentage of women 
directors were present in companies that provided 
Boards of directors with formal, written limits to 
authority, compared to companies without formal limits 
to authority.

The findings of the Conference Board of Canada study 
are supported by research into corporate governance 
indicators.	Singh	and	Vinnicombe	(2005)	reported	that	
companies with women directors had higher scores 
for process transparency, were more likely to have 
Board development processes in place, and to report 
compliance	on	independence	measures.	Further,	in	a	
study of large corporations in Europe, America and Asia, 
McKinsey (2007, 2008) showed that companies with 
a third or more of the senior team members female 
score higher, on average, that those with no women 
on	nine	criteria	of	organizational	excellence,	including	
accountability, innovation and environment. Also Adams 
and	Ferreira	(2008),	in	a	study	examining	director	level	
data	for	1500	US	firms7, showed that female directors 
were more likely than their male counterparts to sit 
on monitoring-related committees, and that diverse 
Boards were more likely to hold CEOs accountable for 
poor stock price performance. The authors argue that 
taken together, these results suggest that gender-diverse 
Boards provide stricter monitoring of their performance.

Despite	research	showing	that	gender	diversity	of	
company Board directors has a positive impact on many 
aspects	of	corporate	governance	and	organizational	
performance, the statistics indicate that women 
directors are still in minority. Sealy, Vinnicombe and 
Singh (2008) reported that in 2008 women held only 
11.7%	of	all	directorships	and	only	4.8%	of	executive	
directorships	in	the	FTSE 100	companies,	while	all-
male	Boards	still	existed	in	22.0%	of	the	companies.	As	
shown in the next section, this situation is even worse in 
the SET sectors. 



Where are the women directors 
of SET companies?
The	statistics	in	Table	1	show	female	representation	
on	the	FTSE	100	Boards	in	2008	in	the	SET	sectors,	
as	compared	to	the	2003	figures	for	SET	sectors,	
to the 2008 figures for non-SET sectors, and to the 
2008	figures	for	all	FTSE	100	companies.	All	data	are	
extrapolated	from	‘The	Female	FTSE	Report	2008’	and	
‘The	2003	Female	FTSE	Index’	published	annually	by	
the International Centre for Women Leaders at Cranfield 
University (Seally, Vinnicombe, and Singh, 2008; Centre 
for	Developing	Women	Business	Leaders,	2003).	

Forty	FTSE	100	companies	can	be	categorised	as	
belonging to the SET sectors in 20088. An analysis of 
these selected SET sector companies shows that in 2008 
on most indicators women were represented less well 
than in non-SET companies:

•	 Women	were	only	9.0%	of	directors	in	the	SET	FTSE	
100	companies.	This	in	an	increase	from	8.0%	in	
2003.

•	 If	the	increase	in	the	proportion	of	female	directors	
continues at the same rate into the future, women will 
reach equal representation in 20679.  

•	 There	were	fewer	women	directors	on	Boards	of	SET	
companies	than	on	Boards	of	all	FTSE	100	companies,	
which	had	11.7%	female	directorships	in	2008.

•	 There	were	35.0%	SET	companies	with	no	women	
on	their	Boards,	compared	to	13.3%	exclusively	male	
Boards in non-SET companies.

•	 There	were	only	5	female	Chief	Executive	Officers	
(CEOs)	in	the	whole	of	FTSE	100	companies,	and	two	
of these positions were held by women in the SET 
sectors	(Drax	Group	and	Anglo	American).	

•	 Women	directors	were	rarely	Chairs	of	Boards.	 
There	were	only	2	female	Chairs	of	the	FTSE	100	
companies, none of these were in the SET sectors. 

•	 Few	women	were	executive	directors.	There	were	 
only 4 female executive directorships in the SET 
companies,	compared	to	13	in	the	non-SET	
companies. SET companies with a female executive 
director	on	Board	were:	Royal	Dutch	Shell,	Anglo	
American,	Drax	Group,	and	Cairn	Energy.

•	 There	were	46.7%	companies	in	the	non-SET 
 sectors with multiple female directors, but only  
27.5%	companies	in	the	SET	sectors	had	more	than	
one female director on their Boards.

•	 In	top	place	for	representation	of	women	in	 
SET sectors was AMEC - a company with two of six 
(33%)	Board	members	female.	In	the	second	place	
was	AstraZeneca	with	three	out	of	thirteen	Board	
members	female	(23%),	followed	by	Cable	&	Wireless	
with	two	out	of	nine	(22%)	women	directors.	

Table 1. Female FTSE 2008 and 2003 Index for SET, Female FTSE 
2008 Index for non-SET sectors and for all 100 FTSE companies.

Female 
FTSE 100 
companies

  40 SET  
FTSE 100  

companies 2008

30 SET  
FTSE 100  

companies 2003

60 non-SET  
FTSE 100  

companies 2008

FTSE 100  
companies

2008

Female held  
directorships 9.0% (39) 8.0% (29) 92 female  

directorships 11.7% (131)

Female  
chairs 0 0 3.3% (2) 2% (2)

Female  
executive  

directorships
4 2

13 female  
executive  

directorships
4.8% (17)

Female  
NEDs 35 27 79 female 

NEDs 14.9% (114)

Companies  
with female  

executive directors
10.0% (4/40) 6.7% (2/30) 20.0% (12/60 16% (16/100)

Companies  
with at least one 
female director

65.0% (26/40) 66.7% (20/30) 86.7% (52/60) 78% (78/100)

Companies with 
multiple female 

directors
27.5% (11/40) 20.0 (6/30) 46.7% (28/60) 39% (39/100)

Companies with no 
female directors 35.0% (14/40) 33.3% (10/30) 13.3% (8/60) 22% (22/100)

Source:	Table	1	is	a	modified	version	of	Table	1	presented	in	the	Female	FTSE	Report	2008	(Sealy,	Vinnicombe	and	Singh,	2008),	page	14.
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1	 FTSE	=	Financial	Times	Stock	Exchange.
2 Return on equity (ROE) = ratio of after-tax net profit to stockholders’ equity.
3	 EBIT	=	Earnings	before	interest,	tax.
4	 Founded	in	1962,	Catalyst	is	the	leading	nonprofit	membership	organization	working	globally	with	businesses	and	the	professions	 
 to build inclusive work places and expand opportunities for women and business.
5	 Return	on	sales	(ROS)	=	pre-tax	net	profit	divided	by	revenue.
6 Return on invested capital (ROIC) = ratio of after-tax net operating profit to invested capital.  
7	 Data	collected	by	the	Investor	Responsibility	Research	centre	(IRRC)	between	1996	and	2003.
8	 A	list	of	SET	companies,	along	with,	for	comparison	purposes,	all	the	other	companies	listed	in	the	FTSE	100	Index	in	2008	is	available	at: 
 www.ukrc4setwomen.org/html/research-and-statistics/ukrc-research/  
9  The simple prediction model used for this analysis is based on the assumption of constant future growth rate. The average rate of growth  
	 was	calculated	over	the	last	5	years	(2003	to	2008).	Proportion	of	women	on	boards,	not	number	of	women,	is	used	in	the	calculations,	 
	 as	the	number	of	SET	companies	in	FTSE	100	varies	from	year	to	year.	The	following	formula	was	used	to	predict	gender	equality:		 
	 PWn+1	=	(1	+	r)	PWn,	where	PW	is	the	proportion	of	women	and	r	is	the	constant	rate	of	growth.	


