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August marked the completion of the 2017/18 Chair’s
Mentoring Program, an AICD initiative aimed at

introducing experienced female executives to chairs and
senior directors of ASX 200. The mentee/mentoring
relationship, along with a series and events, are designed
to assist these women gain the knowledge and skills to
help them build their non-executive director careers.

When I reflect back to when we launched the program

in 2010, female representation on ASX 200 boards was
sitting at a mere 8.3 per cent. As at 31 August that figure
has increased to 28.5 per cent as we continue to make
progress towards reaching 30 per cent by the end of this
year. Five Chair’s Mentoring Programs on, with over 300
graduates, it is with great pride that we see many Alumni
included in that figure, now serving on the boards of
Australia’s most prominent companies.

When the AICD first announced our target in May 2015,
it is fair to say there were a number of naysayers. Some
argued that we shouldn’t have set a target in the first
place while others argued that it could never be achieved
with a voluntary framework and legislated intervention
was required immediately.

My view is that our results have proved the doubters
wrong. The 50 per cent appointment rate of women

to ASX 200 boards this year, up from 36 per cent in
2017, is clear demonstration that voluntary targets are
effective. There is still more work to be done, however, it’s
imperative to recognise our successes.

While the AICD remains committed to promoting
increased gender diversity in the boardrooms of
Australia’s largest organisations, we also acknowledge
there is more to diversity than increasing female
representation on ASX 200 boards. With this in mind
the AICD recently collaborated on two new studies on
different aspects of diversity on boards.

Beyond 200: A Study of Gender Diversity in ASX 201-500
companies, released in August, looks at gender diversity
on ASX 201-500 boards. Conducted in partnership

with global executive search firm Heidrick & Struggles,
the report found that as at June 30 2018, female
representation on ASX 201-500 boards was 15.8 per cent,
considerably lower than for ASX 200 boards.

It’s important though to highlight the many differences
between the two groups, including smaller board size
and a lower rate of director turnover in the former group.
Interestingly, however, the study also found newly listed
companies have a significantly higher percentage of
female directors. Of the 83 companies that listed on the
ASX in the past five years, just over 25 per cent have 30
per cent or more women on their boards. Where small
capitalisation companies are chaired by ASX 200 chairs,
their boards also tend to have a higher proportion of
female directors (22.9 per cent).

The second report, Beyond the Pale: Cultural Diversity on
ASX 100 Boards, by the University of Sydney’s Business
School, was launched in late July. This qualitative research
project was based on interviews with non-executive
directors and executive search firms. The report looked at
the drivers and inhibitors to cultural diversity on ASX 100
boards and includes recommendations for action for boards
wishing to explore cultural diversity in greater detail.

Finally, I would like to congratulate Nicola Wakefield-Evans
FAICD on her recent appointment as the new Chair of

the 30% Club Australian Chapter, replacing Patricia Cross
FAICDLife. As a strong advocate of women for all of her
professional life, we look forward to collaborating to continue
to increase female representation on ASX 200 boards.

%M~@/

Elizabeth Proust A0 FAICD
Chairman, Australian Institute of Company Directors
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30% by 2018 Progress Report

Tracking

There have been five additions to the list of companies
with at least 30 per cent female directors since June.
The current number of companies with at least 30 per
cent female directors is 83 (31 August 2018).

Additions

1. Afterpay Touch Group Limited joined the list when the
company was listed on the ASX 200 on 18 June 2018.

2. Appen Limited joined the list when the company was
listed on the ASX 200 on 18 June 2018.

3. Inghams Group Limited joined the list when the
company was listed on the ASX 200 on 18 June 2018.

4. Perpetual Limited joined the list with the resignation
of Geoff Lloyd on 30 June 2018.

5. The A2 Milk Company Limited joined the list with the
retirement of Geoffrey Babidge on 16 July 2018 and
the appointment of Carla Hrdlicka on 16 July 2018.

Deletions

1. Asaleo Care Limited left the list when the company
was removed from the ASX 200 on 18 June 2018.

2. Bank of Queensland left the list with the resignation
of Margaret Seale on 28 June 2018

3. Retail Food Group Limited left the list when the company
was removed from the ASX 200 on 18 June 2018.

4. Carsales.com Limited left the list with the appointment
of Kee Wong on 9 July 2018.

5. Macquarie Group Limited left the list with the
retirement of Patricia Cross on 26 July 2018.

6. Domain Holding Australia Pty Ltd left the list on the
appointment of Jason Pellegrino on 27 August 2018.

No female directors

There are currently three companies in the ASX 200 without
any female directors. The number has decreased by two
since the last quarterly report for the period March-May
2018. Ardent left the list with the appointment of Antonia
Korsanos on 1 July 2018 and Ausdrill left the list with the
appointment of Alexandra Atkins on 14 July 2018.
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The full list of ASX 200 companies with the number of women on their boards is listed below. Individual chairs with an
asterisk next to their name are members of the 30% Club and have committed to achieving at least 30 per cent females on
their boards by 2018 or as soon as they can.

No. of Female

% of Female

ASX 200 Company L Directors Directors
Boral Limited Kathryn Fagg 4 57.1%
MetCash Limited Robert Murray 4 57.1%
NIB Holdings Ltd Steven Crane* 4 57.1%
Fortescue Metals Group Ltd Andrew Forrest* 5 55.6%
Medibank Private Limited Elizabeth Alexander 5 55.6%
Woolworths Group Ltd Gordon Cairns* 4 50.0%
Mirvac Limited John Mulcahy* 4 50.0%
SEEK Limited Neil Chatfield* 3 50.0%
Spark New Zealand Limited Justine Smyth 4 50.0%
Pendal Group Limited James Evans 3 50.0%
Altium Limited Samuel Weiss* 3 50.0%
Nine Entertainment Co. Holdings Limited Peter Costello 3 50.0%
Bapcor Limited Andrew Harrison 2 50.0%
Unibail-Rodamco-Westfield Colin Dyer 5 45.5%
Stockland Corporation Ltd Thomas Pockett* 4 44.4%
Computershare Limited Simon Jones* 4 44.4%
Coca-Cola Amatil Limited llana Atlas* 4 44.4%
Bendigo and Adelaide Bank Limited Robert Johanson* 4 44.4%
AGL Energy Limited Graeme Hunt* 3 42.9%
GPT Group Vickki McFadden 3 42.9%
Incitec Pivot Limited Paul Brasher* 3 42.9%
Downer EDI Limited Richard Harding 3 42.9%
DuluxGroup Limited Graeme Liebelt 3 42.9%
Super Retail Group Limited Sally Pitkin 3 42.9%
Inghams Group Limited Peter Bush 3 42.9%
Genworth Mortgage Insurance Australia Limited lan MacDonald* 3 42.9%
G8 Education Limited Mark Johnson* 3 42.9%
Commonwealth Bank of Australia Catherine Livingstone* 4 40.0%
Insurance Australia Group Limited Elizabeth Bryan 4 40.0%
0Z Minerals Limited Rebecca McGrath* 2 40.0%
Trade Me Group Ltd David Kirk* 2 40.0%
Scentre Group Limited Brian Schwartz* 3 37.5%
Avristocrat Leisure Limited lan Blackburne 3 37.5%
Suncorp Group Limited Zygmunt Switkowski* 3 37.5%
APA Group Michael Fraser 3 37.5%
Dexus Property Group Wallace Sheppard* 3 37.5%
Caltex Australia Limited Steven Gregg 3 37.5%
Orica Limited Malcolm Broomhead 3 37.5%
Xero Limited Npv Graham Smith 3 37.5%
WorleyParsons Limited John Grill 3 37.5%
Link Administration Holdings Pty Limited Michael Carapiet 3 37.5%
IRESS Limited Anthony D'Aloisio 3 37.5%
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ASX 200 Company

Chair

No. of Female

% of Female

Directors Directors
Navitas Limited Tracey Horton* 3 37.5%
Telstra Corporation Limited John Mullen* 4 36.4%
Brambles Limited Stephen Johns* 4 36.4%
QANTAS Airways Limited Richard Clifford* 4 36.4%
ANZ Banking Group Limited David Gonski* 3 33.3%
Wesfarmers Limited Michael Chaney 3 33.3%
South32 Limited David Crawford* 3 33.3%
Oil Search Limited Richard Lee* 3 33.3%
ASX Limited Roderic Holliday-Smith* 3 33.3%
Vicinity Centres RE Ltd Peter Hay* 3 33.3%
BlueScope Steel Limited John Bevan 3 33.3%
Aurizon Holdings Limited Timothy Poole 3 33.3%
The A2 Milk Company Limited David Hearn 2 33.3%
Alumina Limited William Day 2 33.3%
WiseTech Global Limited Andrew Harrison 2 33.3%
Orora Limited Christopher Roberts* 2 33.3%
Ansell Limited Glenn Barnes* 3 33.3%
Spark Infrastructure Trust Douglas McTaggart* 2 33.3%
Platinum Asset Management Ltd Michael Cole 3 33.3%
Sims Metal Management Limited Geoffrey Brunsdon* 3 33.3%
I00F Holdings Ltd George Venardos* 2 33.3%
Charter Hall Group David Clarke* 2 33.3%
CSR Limited John Gillam 2 33.3%
Abacus Property Group John Thame* 2 33.3%
Afterpay Touch Group Limited Anthony Eisen 2 33.3%
Perpetual Limited Anthony D'Aloisio 2 33.3%
Sirtex Medical Limited John Eady 2 33.3%
Chorus Limited Patrick Strange 3 33.3%
Lynas Corporation Limited Richard Harding 2 33.3%
Breville Group Limited Steven Fisher 2 33.3%
Appen Limited Christopher Vonwiller 2 33.3%
Automotive Holdings Group Limited None 2 33.3%
Estia Health Limited Gary Weiss 2 33.3%
Infigen Energy Limited Leonard Gill 2 33.3%
Gateway Lifestyle Group Andrew Love 3 33.3%
BHP Billiton Limited Kenneth MacKenzie* 3 30.0%
CSL Limited John Shine* 3 30.0%
National Australia Bank Limited Kenneth Henry* 3 30.0%
Woodside Petroleum Ltd Richard Goyder 3 30.0%
Transurban Limited Lindsay Maxsted* 3 30.0%
Crown Resorts Limited John Alexander 3 30.0%
Sydney Airport Limited Trevor Gerber* 2 28.6%
Whitehaven Coal Limited Mark Vaile 2 28.6%
Iluka Resources Limited Gregory Martin* 2 28.6%
Adelaide Brighton Ltd Zlatko Todorcevski 2 28.6%
Carsales.com Limited Richard Collins 2 28.6%
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ASX 200 Company

Chair

No. of Female

% of Female

Directors Directors
Costa Group Holdings Limited Neil Chatfield* 2 28.6%
JB Hi-Fi Limited Gregory Richards 2 28.6%
Skycity Entertainment Group Limited Robert Campbell 2 28.6%
Steadfast Group Limited Francis O'Halloran 2 28.6%
Cromwell Property Group Geoffrey Levy 2 28.6%
Shopping Centres Australasia Property Group Philip Clark 2 28.6%
Primary Health Care Limited Robert Hubbard 2 28.6%
Domain Holdings Australia Pty Ltd Nicholas Falloon 2 28.6%
MYOB Group Limited Justin Milne* 2 28.6%
Webjet Limited Roger Sharp 2 28.6%
Technology One Limited Adrian Di Marco 2 28.6%
Eclipx Group Limited Kerry Roxburgh 2 28.6%
Southern Cross Media Group Limited Peter Bush* 2 28.6%
oOh!Media Limited Tony Faure 2 28.6%
Syrah Resources Limited James Askew 2 28.6%
Sigma Healthcare Limited Brian Jamieson 2 28.6%
Australian Pharmaceutical Industries Limited Mark Smith 2 28.6%
Greencross Limited Stuart James* 2 28.6%
Macquarie Group Limited Peter Warne* 3 27.3%
Lendlease Group David Crawford* 3 27.3%
CYBG PLC James Pettigrew 3 27.3%
Janus Henderson Group PLC Richard Gillingwater 3 27.3%
News Corporation Keith Murdoch 3 27.3%
Origin Energy Limited Gordon Cairns* 2 25.0%
Amcor Ltd Graeme Liebelt* 2 25.0%
Newcrest Mining Limited Peter Hay* 2 25.0%
Treasury Wine Estates Limited Paul Rayner 2 25.0%
Santos Limited Keith Spence 2 25.0%
REA Group Ltd Hamish McLennan 2 25.0%
Sonic Healthcare Limited Mark Compton 2 25.0%
Fisher & Paykel Healthcare Corporation Limited Antony Carter 2 25.0%
Challenger Limited Peter Polson 2 25.0%
Atlas Arteria Limited Nora Scheinkestel 2 25.0%
The Star Entertainment Group John O'Neill* 2 25.0%
Healthscope Limited Paula Dwyer* 2 25.0%
St Barbara Limited Timothy Netscher 1 25.0%
Growthpoint Properties Australia Limited Geoffrey Tomlinson* 2 25.0%
Blackmores Limited Stephen Chapman 2 25.0%
Fairfax Media Limited Nicholas Falloon 2 25.0%
IPH Limited Richard Grellman 1 25.0%
Westpac Banking Corporation Lindsay Maxsted* 2 22.2%
Rio Tinto Limited Simon Thompson 2 22.2%
QBE Insurance Group Limited W Becker 2 22.2%
Ramsay Health Care Limited Michael Siddle 2 22.2%
Cochlear Limited Roderic Holliday-Smith 2 22.2%
James Hardie Industries PLC Michael Hammes 2 22.2%
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ASX 200 Company

Chair

No. of Female

% of Female

Directors Directors
Tabcorp Holdings Limited Paula Dwyer* 2 22.2%
AusNet Services Ltd Peter Mason 2 22.2%
Bank of Queensland Limited Roger Davis 2 22.2%
Nufarm Limited Donald McGauchie 2 22.2%
Premier Investments Limited Solomon Lew 2 22.2%
GrainCorp Limited Graham Bradley* 2 22.2%
Goodman Group lan Ferrier 2 20.0%
Flight Centre Travel Group Limited Gary Smith 1 20.0%
Northern Star Resources Ltd William Beament 1 20.0%
Investa Office Fund Richard Longes 1 20.0%
NEXTDC Limited Douglas Flynn 1 20.0%
Bellamy's Australia Limited John Ho 1 20.0%
Saracen Mineral Holdings Limited Geoffrey Clifford 1 20.0%
Viva Energy REIT Limited Laurence Brindle 1 20.0%
Pilbara Minerals Limited Anthony Kiernan 1 20.0%
G.U.D. Holdings Limited Mark Smith 1 20.0%
Charter Hall Long Wale REIT Peeyush Gupta 1 20.0%
APN Outdoor Group Limited Douglas Flynn 1 20.0%
Credit Corp Group Limited Donald McLay 1 20.0%
Ausdrill Limited lan Cochrane 1 20.0%
Fletcher Building Limited Ralph Norris* 1 16.7%
Domino's Pizza Enterprises Limited John Cowin* 1 16.7%
Reliance Worldwide Corporation Limited Jonathan Munz 1 16.7%
Mineral Resources Limited Peter Wade 1 16.7%
Corporate Travel Management Limited Anthony Bellas 1 16.7%
Regis Resources Limited Mark Clark 1 16.7%
BWP Trust Erich Fraunschiel 1 16.7%
Pact Group Holdings (Australia) Pty Ltd Raphael Geminder* 1 16.7%
Charter Hall Retail REIT John Harkness 1 16.7%
Vocus Group Limited Robert Mansfield 1 16.7%
Sandfire Resources NL Derek La Ferla* 1 16.7%
InvoCare Limited Richard Fisher* 1 16.7%
McMillan Shakespeare Limited Timothy Poole 1 16.7%
Monadelphous Group Limited Calogero Rubino 1 16.7%
Galaxy Resources Limited Martin Rowley 1 16.7%
Nanosonics Limited Maurie Stang 1 16.7%
Resolute Mining Limited Marthinus Botha 1 16.7%
Ardent Leisure Group Gary Weiss 1 16.7%
National Storage REIT Laurence Brindle 1 16.7%
Evolution Mining Limited Jacob Klein 1 14.3%
Washington H. Soul Pattinson and Company Limited Robert Millner 1 14.3%
Magellan Financial Group Ltd Brett Cairns 1 14.3%
Qube Holdings Limited Allan Davies 1 14.3%
ALS Limited Bruce Phillips 1 14.3%
Cleanaway Waste Management Limited Mark Chellew 1 14.3%
Independence Group NL Peter Bilbe 1 14.3%
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IDP Education Limited Peter Polson 1 14.3%
Brickworks Ltd Robert Millner 1 14.3%
Smartgroup Corporation Ltd Michael Carapiet 1 14.3%
Speedcast International Limited John Mackay 1 14.3%
Aveo Group Limited Seng Lee 1 14.3%
Western Areas Limited lan Macliver 1 14.3%
GWA Group Limited Darryl McDonough 1 14.3%
ResMed Inc Peter Farrell 1 12.5%
AMP Limited David Murray 1 12.5%
Beach Energy Limited Glenn Davis* 1 12.5%
Bega Cheese Limited Barry Irvin 1 12.5%
Orocobre Limited Robert Hubbard 1 12.5%
CIMIC Group Limited Marcelino Fernandez-Verdes 1 11.1%
Seven Group Holdings Limited Kerry Stokes 1 11.1%
Harvey Norman Holdings Ltd Gerald Harvey 1 11.1%
Seven West Media Limited Kerry Stokes 1 10.0%
Mayne Pharma Group Limited Roger Corbett 1 10.0%
TPG Telecom Limited David Teoh 0.0%
ARB Corporation Limited Roger Brown 0.0%
Tassal Group Limited Allan McCallum* 0.0%

* Members of the 30% Club
These figures are correct as of 31 August 2018.

The number of boards that have reached the 30 per cent target, and their position within the ASX 200.

83

ASX 200
boards have reached
the 30% target

53

ASX 100
boards have reached
the 30% target

o

2018

boards have reached
the 30% target

15

ASX 20
boards have reached
the 30% target
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Just how close are we to reaching the 30% target?

HAVE NO NEED 2 OR MORE
FEMALE BOARD MEMBERS FEMALE BOARD MEMBERS

NEED 1T MORE
FEMALE BOARD MEMBER
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30% Club Update

It is a great honour to continue the work of Patricia Cross FAICDLife, taking
over from her as Chair 30% Club Australian Chapter in July. Under her tenure
incredible progress was achieved, with the female representation on ASX 200
boards increasing from 19.4 per cent when the 30% Club launched in Australia
in May 2015 to the 28.5 per cent it is today.

Most remarkable about this growth is that it has been achieved without

mandated quotas for women on boards. A number of people from ASX Chairs,
AICD, members of the 30% Club Steering Committee, and other interested

Nicola Wakefield Evans FAICD parties, have contributed to this result. The voluntary target has been adopted
Chair, 30% Club Australian Chapter by 83 companies on the ASX 200, with ASX 100 already at 30 per cent.
Non-Executive Director This puts Australia ahead of the UK, US and Canada (which are 28.9 per cent,

23.6 per cent and 23.9 per cent respectively).

As we move towards the end of 2018, the deadline for reaching our target,
the question arises as to what’s next? The fear is that when we will reach
30 per cent apathy will set in.

In the months ahead, the 30% Club will develop the next stage of our
campaign continuing to harness the strong support from business and
investment community, and the burning desire on their part to advocate

for diverse boards. Not to mention bi-partisan support from our political
leaders and the community at large which expects the composition of boards

Naomi Menahem

o to reflect the broader Australian population.
Board Diversity Manager

Australian Institute of Company Directors In the meantime, the Investor working group recently held a round table
meeting to explore gender diversity beyond ASX 200, identify reasons for
the lack of female representation on small capitalisation boards, and decide
potential actions that could be taken to improve the situation. The findings
were many, most significant in that for the most part companies on the ASX
200-300 and below are ready to engage on the topic of board diversity, as are
investors and asset owners.
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Taking the pulse on targets

Debby Blakey
CEO
HESTA

David Dixon
Chief Investment Officer Equities
Colonial First State Global Asset

Management

Rick Lee
Chairman
Oil Search

Diane Smith-Gander
Non-executive director

Wesfarmers

In 2015 the AICD set a target to reach 30 per cent female representation
on ASX 200 boards by the end of 2018. With year’s end looming we asked
stakeholders for their reflections on the journey so far and where to from here.

1. What impact have you seen from greater gender diversity both
in the boardroom and at executive level? Is there further change
you want to see?

DB: The most important impact I have seen is the understanding that diversity
is crucial to creating long-term value as it leads to higher quality decision
making. Leading companies are now spending time and resources gathering and
analysing data to understand how diversity can help them achieve business
objectives and how they can embed their diversity strategy into their core
business strategy.

DSC: On a personal level I have found increasing gender diversity helpful to
allow me to be as impactful as I can as I feel more included and less of a token.
Women have different experiences to men and I have found that the quality
of conversations is different — broader and more dynamic — when the board is
more diverse.

The change I want to see is that improvement is mirrored in greater diversity of
experience and hence thought across the board. I don’t just want demographic
diversity. I want a blend of demographics, attributes and experience. I am

also keen that boards think about quicker refresh of directors. It may be that

a young digitally savvy director might bring their experience for three or six
years and then head off to their next entrepreneurial effort.

RL: There has been a generally positive impact on board discussions and
perspectives, which has been well received by management. Key are the
qualifications and experience of appointees, whether male or female, their
capacity to add value and be seen to do so.

DD: A growing body of research supports the belief that more diverse
companies (boards and leadership teams) deliver better financial and non-
financial outcomes than less diverse companies. Improved decision-making
and greater innovation being among the largest benefits, though those benefits
could go further. While great to see, the focus on performance and other
benefits shouldn’t cause us to lose sight of addressing the root causes of
inequality (unequal opportunity and bias).
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“The 30 per cent
target was a bold
statement focused

on results, designed

to start the
conversation.
We've seen

that investor
conversations with
companies about
diversity and

their associated
attitudes, have
evolved to become
more sophisticated
and nuanced.”

While the shift is clearly occurring in boardrooms with female representation

climbing from less than 10 per cent in 2009 to over 28 per cent today, there is still
significant work to do in terms of other leadership positions, CEO representation
in the ASX 200 and diversity on small cap companies should now come into focus.

2. Do you support the use of targets (like the 30 per cent target
for women on boards by the end of this yean)? If so, why?

DB: Setting targets is important. The 30 per cent target was a bold statement
focused on results, designed to start the conversation. We've seen that investor
conversations with companies about diversity and their associated attitudes,
have evolved to become more sophisticated and nuanced. We now see the
leading companies starting to set their own more ambitious targets (and
associated strategies) and some even looking to achieve parity.

For investors like HESTA, diversity is a very clear proxy for understanding if a
company is well run, has high quality decision making and understands the long-
term value diversity can bring. We don’t want to tell companies how to run their
businesses, but as long-term investors we want to know that they have strong
governance, are identifying the right talent, and are listening to a range of views.

DSC: I support the use of realistic, measurable targets. The cliché ‘what gets
measured gets done’ is a cliché for very good reasons. Setting targets makes
the values and intent of the organisation very clear to all stakeholders. Without
targets set and communicated it becomes a very subjective exercise to decide if
any progress is being made.

RL: Fundamentally, [ am a believer in appointments on merit. However, I also
recognise targets for diversity have had a positive role in encouraging a broadening
of search criteria for director appointments, and a deeper reflection by boards on
backgrounds of suitable candidates.

DD: Yes, when you are dealing with a systemic problem some intervention is
often required. Setting targets can provide the type of focus which spurs proper
assessment and change. Measuring progress has shone a light on unconscious
(and conscious) bias, gender pay gap, the importance of workplace flexibility,
and increasingly the role of men in sharing responsibilities at home.

3. What would you like to see happen if the target isn’t met?

DB: Organisations that don’t meet targets should be able to explain why they were
not able, what challenges they face and what actions they are taking to address
them. This is consistent with the principle in corporate governance of ‘comply or
explain’. We set targets to drive performance across so many parts of a business,
and diversity should be no different. We have the talent, now we just need the will.

At HESTA we are committed active owners when it comes to diversity. This helps to
create real cultural change in the workplace. More than 80 per cent of our members
are women. So, more flexible, inclusive workplaces means more opportunities and
that can help, over time, to reduce the gender super gap that sees women currently
retire with, on average, about half the superannuation of men.

13



14 GENDER DIVERSITY QUARTERLY REPORT - VOLUME 13

Where ongoing engagement fails, we do have the ability to use our voting
rights as shareholders. And we have a standing commitment to vote against
directors up for election at companies with all-male boards.

DSC: When a target is set the drivers of that target can be identified and tactics
put in place to ensure the drivers operate to achieve the target. If the target is not
met it’s important to understand which driver was behind the lack of achievement.
Only with this clarity can you identify the corrective actions necessary to meet the
target. It may be that the target is not achievable without other work — this might
lead an organisation to an ‘if not, why not’ statement on a target.

RL: We should maintain the target at 30 per cent. There is much still to be done
in smaller companies.

DD: Regardless of whether it is met or not, the aspiration should be to move
towards better gender balance and to embrace all forms of diversity and the
benefits it brings.

4. What would you like to see happen if the target is met?

DB: Meeting a target of 30 per cent at the board level is really just the
beginning. We are now moving the conversation to senior leadership as we
see this as a vital component of leveraging the full benefits of diversity and
embedding this into a company’s core strategy.

DSC: When a 30 per cent target is met I'd like to see the target increased to
40 per cent and then 50 per cent. Fifty per cent is the only target with any
integrity. This is what AGL has done with its gender diversity targets. When
met, they were then increased. I'm very proud of this work.

RL: Maintain target at 30 per cent and sustain efforts promoting value of diversity.

DD: Whilst it would be pleasing to see the target met, the aspiration of gender
balance and equal opportunity for women in leadership positions should continue.
It’s also important to retain this focus to ensure that we do not slip backwards.
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Promising future for gender diversity
in small company governance

Trends suggest small cap companies will speed up appointment of
female directors.

Governance change usually starts in large companies and gradually moves

to smaller ones. That may be true of the push for better gender diversity on
boards. In time, smaller ASX listed companies are expected to follow the lead
of ASX 200 companies and appoint more women to their boards.

However, it is simplistic to extrapolate the experience of ASX 200 companies
Tony Featherstone with gender diversity to small cap companies or assume similar gains will occur.
Consulting Editor
J . Far less is known about small cap boards than boards of large companies.
Governance Leadership Centre . . .

Academic and market research on boards, in Australia and overseas, has mostly

focused on large companies. Similarly, market pressure from proxy advisers

and investor groups on gender diversity has mostly been directed towards

larger companies.

More investigation of the characteristics of small cap boards, their gender
diversity and its effect on firm performance is worthwhile. The international
governance community must understand the needs of small cap companies,
boards and their stakeholders before drawing definitive conclusions about the
future of gender diversity and small caps.

Australia’s experience with gender diversity on small cap boards is broadly in
line with trends in the United Kingdom and the United States - markets that
do not have mandatory quotas for women on boards.

Women occupied 12 per cent of board positions in companies in the Russell
2000 index of US-listed small caps!. That compared to 20 per cent female
representation on boards in S&P 500 companies in the United States.

In the United Kingdom, women held 13 per cent of board positions in FTSE
Small Cap Index companies in 20132. That compared to 19 per cent female
representation on boards of FTSE 100 companies at that time.

Although global share market indices are not directly comparable, the data
implies that Australian small caps are matching gender diversity levels on
boards in similar markets.

" Ernst & Young (EY) Centre for Board Matters, “Governance trends at Russell 2000 companies,” October 2016.
2 Mallin, C. Farag, H., “Balancing the Board: Director’s Skills and Diversity,” ICAS, April 2017. Page 6.

15
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That does not mean Australian small cap companies, like others
in Western markets, are immune from market forces to improve
board gender diversity. The benefits of diversity — across all
forms — in improving decision making and organisational
culture are well known. Like ASX 200 companies, small caps
have much to gain from boardroom diversity.

Also, small cap companies must recognise market and
community expectations on gender balance. As more
institutional capital is invested in small cap companies, and
subject to responsible investment processes with environmental,
social, and governance (ESG) filters, market pressure on
those lagging on gender diversity is expected to rise.

Several trends suggest gender diversity will become a

larger governance issue for ASX 201-500 companies this
decade and next, and that their boards will have a measured
response through appointing more women - as is happening
in ASX 200 companies.

Here are five interconnected trends:
1. Rise of responsible investing

The push for better gender diversity on small cap boards
ultimately starts with investors. Nine in 10 Australians
expect their superannuation or other investments to

be invested responsibly and ethically, according to
Responsible Investment Association Australasia (RIAA).

Growing community interest in responsible investing has
led to strong growth in institutional capital invested via
responsible investment filters.

Responsible investment constituted $622 billion of assets
under management as at December 2016, representing
around half of all assets professionally managed in
Australia, found RIAA*. Within that, $557.1 billion was
managed through ‘broad responsible investment” strategies,
which integrate ESG criteria, including gender diversity on
boards, in investment decisions.

Simply, more institutional capital, via superannuation, is
considering gender diversity as one of many ESG factors
as part of the investment process. In time, this weight
of money is expected to increase market pressure on
companies, large and small, that lag on gender diversity.

2. Growth in small cap investing

As Australia’s superannuation pool expands, more
institutional capital will be invested in smaller listed
companies. The size of Australian superannuation assets
($2.61 trillion®) is larger than the investable universe on
the ASX ($1.9 trillion®).

ASX listed small caps have been a consistent source of
‘alpha’ (a return greater than the market return).

Over 10 years, 67 per cent of Australian small cap funds
outperformed their respective benchmark index, according to
S&P Global’. That compared to 74 per cent of Australian large cap
equity funds underperforming the ASX 200 index over 10 years.

The potential for higher returns from smaller listed
companies saw more fund managers in 2017 launch micro
cap funds investing in stocks outside of the ASX 3008

The implication is clear: as more institutional capital that factors
in ESG criteria is directed to small cap companies, market
interest in gender diversity on small cap boards will build.

3. Rise of index investing

Global asset managers with index funds have been among
the most vocal proponents of gender diversity on boards.
BlackRock Inc., the world’s largest money manager, expects
every board to have at least two women®. Vanguard,
another prominent global asset manager, wants women to
hold 30 per cent of board roles!®.

3 Responsible Investment Association Australasia, “From Values to Riches: Charting changing consumer attitudes and demands for responsible investing in Australia, November” 2017.
4 Responsible Investment Association Australasia, “Responsible Investment Benchmark Report: Australian 2017,” 2017.

° Australian Prudential Regulation Authority, “Quarterly Superannuation Performance,” March 2018. P 7.

5 Australian Securities Exchange, “End of Month Values,” www.asx.com.au, at April 2018.

7 S&P Down Jones Indices, “SPIVA Australia Scorecard,” year-end 2016.

8 Morningstar, “Sector Wrap-Up Report for Australian Large-Cap and Small cap Funds,” February 2018

9 BlackRock, “Voting Guidelines for US Securities,” February 2018

' McNabb, FW., “An Open Letter to Directors of Companies Worldwide,” Vanguard, August 2017.

9 BlackRock, “Voting Guidelines for US Securities,” February 2018

© McNabb, FW., “An Open Letter to Directors of Companies Worldwide,” Vanguard, August 2017.
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Gender diversity expectations of these and other global
asset managers do not distinguish between large and small
cap companies. Moreover, BlackRock, Vanguard and State
Street Global Advisors, another prominent gender diversity
proponent, have ASX-quoted exchange-traded funds
(ETFs) over small cap share market indices.

The upshot is global asset managers with a stated interest
in better gender diversity on boards increasing their
ownership of small cap Australian companies via ETFs
(index funds). ETFs are one of the world’s fastest-growing
investment products, with US$4.6 trillion invested globally
through these funds!'.

That suggests greater engagement between global and
local asset managers (in index and active funds) and
Australian small cap companies on ESG-related issues,
such as board gender diversity.

4. Market pressure intensifying

In addition to asset managers taking a more public stance
on board gender diversity, Australian investor groups are
applying greater pressure on ASX listed companies lagging
in this respect.

The Australian Council of Superannuation Investors (ACSI) in
2017 said for the first time it will vote against the re-election
of certain directors of companies that have zero women
boards, and against boards with less than 30 per cent women
on a case-by-case basis'?. ACSI in 2017 acted on its diversity
guidelines position, voting against the re-election of directors
of a handful of ASX listed companies with poor diversity'3.
ACSI'’s focus has mostly been on ASX 200 companies.

Investor groups and the funds they represent are expected
to take stronger action against zero-women boards in
coming years, including those of small cap companies.

5. Gender reporting/disclosure

Better reporting and disclosure of gender diversity in
ASX listed companies, for executive teams, boards and
organisations, is an important development for ASX
201-500 companies. Gender diversity metrics provide
greater transparency on this issue and allow the market
to make a more informed assessment on diversity leaders
and laggards.

Gender diversity disclosure among ASX 201-500
companies slightly improved in 2015, compared to
two years earlier, according to a KPMG/ASX study!*.
The research found that 88 per cent of ASX 201-500
companies had an established diversity policy.

Eighty-three per cent of ASX 201-500 companies in

the study disclosed the proportion of women on their
board, compared to 98 per cent in ASX 200 companies.
Sixty-five per cent of ASX 201-500 companies disclosed
the proportion of women in executive roles, and 79

per cent disclosed the proportion of women across the
organisation.

Women formed 38 per cent of the workforce in ASX
201-500 companies in 2015, from 34 per cent in 2012
Although the change is small, a higher proportion of
women in ASX 201-500 companies suggests a higher
proportion of female managers and executives in time,
which is seen as a precursor to more women on bhoards.
Directors of larger listed companies often have senior
executive experience.

This article is an extract from Beyond 200 — A study of
gender diversity in ASX 201-500 companies an AICD
report produced in partnership with Heidrick & Struggles
and launched in August 2018.

" Forbes contributors, “Global ETF Industry Swells to US$4.6 trillion,” Forbes Magazine, November 2017.
12 Australian Council of Superannuation Investors, “ACSI Governance Guidelines,” November 2017.
'3 Featherstone, T. “Pressure from Institutional Investors To Maintain Progress on Gender Diversity,” Governance Leadership Centre, AICD, February 2018.

* KPMG/ASX, “ASX Corporate Governance Principles and Recommendations on Diversity: Analysis of Disclosures for Financial Years Ended between 1 January 2015 and 31

December 2015,” 2016. Pages 4-5.

5 KPMG/ASX, “ASX Corporate Governance Principles and Recommendations on Diversity: Analysis of Disclosures for Financial Years Ended between 1 January 2015 and 31

December 2015,” 2016. Page 6.


http://aicd.companydirectors.com.au/advocacy/research/beyond-200-gender-diversity-asx-201-500-companies
http://aicd.companydirectors.com.au/advocacy/research/beyond-200-gender-diversity-asx-201-500-companies

Women formed 38 per cent
of the workforce in ASX 201-
500 companies in 2015, from

34 per cent in 2012. Although
the change is small, a higher
proportion of women in ASX
201-500 companies suggests

a higher proportion of female
managers and executives in time,
which is seen as a precursor to
more women on boards.
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How to free your decisions from bias

If the 30 per cent target for women on boards is to be sustained there needs to
be a pipeline of women gaining relevant experiences at senior organisational
levels. While the number of women on boards has grown dramatically over the
past five years, the number of women in top executive roles has not increased
at the same pace. In 2017 just 21 per cent of key management personnel in
ASX 200 companies were women.

Reducing the bias in decision making would help to shift this.

Dr Karen Morley

Dobbin & Kalev’s article, ‘Why diversity programs fail’, identified that
command and control approaches backfire. You can’t get people to change by
telling them to, and you don't achieve change by blaming people for doing the

Principal, Karen Morley & Associates

wrong thing.

Making training about beliefs and preferences mandatory is almost guaranteed
to fail. That’s because suppressing unconscious beliefs, to ‘do what’s expected’,
is well-known to make bias more, not less, likely.

Increasing awareness of unconscious bias can still be worthwhile though.

De-bias by accepting your fallibility

Feelings of certainty are biases themselves. Leaders who play the ‘merit card’

probably suffer certainty bias, but they don't think they are biased. They don't
like the suggestion they have a ‘weakness” like ‘bias’. Without that openness, their
decisions remain narrow. It’s when we feel most certain that we are most likely to
think we know, circumvent objective methods, or neglect to ask for alternatives.

At an individual level, part of the work is to accept your own fallibility. Be
aware of the tendency towards overconfidence. Be more modest, less certain,
about your decisions. Whether or not you know you are biased matters less
than accepting that you are likely to be biased.

“Whether or not you know you are biased
matters less than accepting that you are
likely to be biased.”

If you accept that you are likely to be biased you are more likely to act to
mitigate against bias.


http://aicd.companydirectors.com.au/advocacy/research/beyond-200-gender-diversity-asx-201-500-companies
https://hbr.org/2016/07/why-diversity-programs-fail
https://www.guilford.com/books/The-Social-Psychology-of-Gender/Rudman-Glick/9781606239636/reviews
https://www.scientificamerican.com/article/the-certainty-bias/
https://www.weforum.org/agenda/2016/11/why-its-so-hard-to-overcome-bias-in-decision-making-according-to-a-psychology-professor
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What we notice

Collectively, we are getting much better at noticing gender-
participation differences by industry and occupation.
When we take the time to collect and examine the data
about, for example, pay, it transpires there are often gaps
that can only be attributed to gender. When we notice the
difference, we can act.

At the individual level, what we notice has a big impact
on careers.

Letters of recommendation for male academics emphasise

research skills, publications and career aspirations, which
are the ‘get ahead’ characteristics. Whereas teaching skills,
practical clinical skills and personal attributes, the ‘get
along’ characteristics, are more often identified for females.

This hinders women scientists” early advancement, even
when they have the same qualifications as males. Male
and female faculty make biased hiring decisions, preferring
male candidates over female. Male candidates are seen as
more competent, more worthy of mentoring and deserving
of a higher salary than female candidates.

Notice what you notice

Pair yourself with someone of the opposite gender, with
whom you will be interacting regularly throughout a
designated day. Each half hour, record what you have
observed in terms of interpersonal interactions. At the end
of the day, compare notes.

Who takes what kinds of actions, and what is the
impact of their actions on others? What’s similar in your
observations, and what'’s different?

What we expect

We expect men to be ambitious and we don’t expect women
to be. This erodes women’s ability to express their ambition.
In numerous professions, from policing to medicine and
science, women begin with the same levels of ambition

as do men. Yet, while men’s ambition increases over time,
women’s decreases. Because women are constantly fighting
structural barriers, their ambition often wanes.

We expect men to be competent and women supportive.
A recent European study reviewed 125 applications for

venture capital (VC) funding. Forty-seven percent of
women'’s applications, versus 62 per cent of men’s, were
funded. Women applied for and received less funding.

There were four distinct differences in the language used
to assess applications:

Women were described as needing support, men
as assertive.

Women were not described as entrepreneurs but
as growing a business to escape unemployment.
Superlatives were used about men'’s fit with
entrepreneurship and risk taking.

Women'’s credibility was questioned, men’s was not.

Women were seen to lack competence, experience and
knowledge; men to be innovative and impressive.

Disrupt your expectations

What if you spent a day imagining all the women you
engage with are ambitious, competent and want to get
ahead? Imagine the men with whom you engage want to
provide support and take a back seat.

What we ask

The researchers involved in the VC funding example
above observed the full application process and concluded
the questions asked undermined women’s potential, but
underpinned men’s.

A recent US study reinforced these findings. In a start-up
funding competition, VCs were much more likely to ask
male entrepreneurs promotion-oriented questions. They
focused on ideals, achievements and advancement. By
contrast, they asked females entrepreneurs prevention-
oriented questions. These focused on vigilance,
responsibility, risk and safety. Male-led start-ups raised five
times the funding.

Consistent with what we know about unconscious bias, the
research found that males and females displayed the same
questioning biases. It is often assumed that men favour
men and women favour women; increasing the number

of women on selection panels is routinely seen as the
solution. Yet unconscious biases about gender are held as
commonly by women as by men. While simply increasing
the number of female decision makers does make balanced
decision making more likely, it does not guarantee it.
However, when panels have gender balance, or are female
only, bias tends to disappear.


http://journals.sagepub.com/doi/abs/10.1177/2372732214549471
https://www.theguardian.com/australia-news/2015/nov/19/women-start-out-as-ambitious-as-men-but-it-erodes-over-time-says-researcher
https://www.diva-portal.org/smash/get/diva2:1075661/FULLTEXT01.pdf
https://hbr.org/2017/06/male-and-female-entrepreneurs-get-asked-different-questions-by-vcs-and-it-affects-how-much-funding-they-get
http://blindspot.fas.harvard.edu/Book 
https://hbr.org/2016/07/research-the-gender-gap-in-startup-success-disappears-when-women-fund-women
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Question what you ask

Do you ask men and women the same questions? What happens when you do?

What we value

Even when managers and decision-makers espouse a commitment to gender
equality and a desire to promote more women into leadership positions, they
are prone to evaluate women less positively. By deliberately analysing and
structuring how information is conveyed and options are presented, it can
become easier to make fairer decisions.

Johnson & Johnson, which fields about one million job applications for over
25,000 openings each year, now uses Textio to de-bias their job ads. When they
first started using it they found their ads were skewed with masculine language.
Their pilot program to change the language in their ads resulted in a 9 per cent
increase in female applicants.

Women are commonly demoted to traditional gender roles. Forty-five percent of
women in one study have been asked to make the tea in meetings. Some were
CEO at the time. Female doctors are often mistaken for nurses, female lawyers
for paralegals and female professionals for personal assistants. We do not expect
women to hold senior roles, despite the fact that, increasingly, they do.

Student evaluations appear to be influenced similarly. Even in an online

course where the gender of the instructor was manipulated so that identical
experiences were provided to students, those students who believed they had

a female teacher provided significantly lower teaching evaluations. While these
lower ratings misrepresent actual competency, they nevertheless may create a
self-fulfilling prophesy where women'’s career advancement choices is impacted.

Put the value back into evaluation

De-bias evaluation by using blind, automated processes. Take human bias and
error out, and increase the value of the decisions you are making.

What to do if you believe in merit:

1. Accept your fallibility — be more modest, less certain about your decisions.
2. Notice what you notice — record what you notice and assess it for fairness.
3. Disrupt your expectations — imagine women are ambitious and men supportive.
4. Question what you ask — ask the same questions of everyone.

5. Put the value back into evaluation — by using blind processes.

“Women are
commonly demoted
to traditional
gender roles.
Forty-five percent
of women in one
study have been
asked to make the
tea in meetings.
Some were CEO at
the time.”


https://www.aeaweb.org/articles?id=10.1257/aer.90.4.715
https://hbr.org/2016/07/we-just-cant-handle-diversity
https://hbr.org/2016/07/designing-a-bias-free-organization
https://www.jnj.com/innovation/3-ways-johnson-and-johnson-is-taking-talent-acquisition-to-the-next-level
https://www.jnj.com/innovation/3-ways-johnson-and-johnson-is-taking-talent-acquisition-to-the-next-level
https://www.fastcompany.com/3060336/the-common-habit-that-undermines-organizations-diversity-efforts
https://www.smh.com.au/business/workplace/one-of-asias-most-powerful-women-used-to-get-confused-for-the-secretary-20160901-gr66se.html
https://www.math.upenn.edu/~pemantle/active-papers/Evals/stark2016.pdf
https://www.math.upenn.edu/~pemantle/active-papers/Evals/stark2016.pdf
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Moving ‘beyond the pale’

Associate Professor Dimitria Groutsis
The University of Sydney Business School
The University of Sydney

Professor Rae Cooper
The University of Sydney Business School
The University of Sydney

Professor Greg Whitwell

The University of Sydney Business School
The University of Sydney

Australian data consistently reveals that culturally diverse individuals are
underrepresented in the leadership of the public and private sector. For
instance, Australian Human Rights Commission (AHRC) research shows that
men with Anglo-Celtic heritage overwhelmingly dominate the senior executive
level of large private sector organisations (AHRC, 2016; 2018; see also Diversity
Council Australia, 2011; 2013; 2014).

Specifically, the AHRC's Leading for Change: A Blueprint for Cultural Diversity
in Leadership (2016) illustrates that in ASX 200 companies, over 75 per cent
of CEOs are of Anglo-Celtic heritage, 18 per cent have European heritage, 5
per cent are from a non-European background and no CEOs whatsoever have
Aboriginal or Torres Strait Islander heritage.

Similar findings were also reflected in examinations of federal and state
parliaments and ministries of governments, in senior public service roles and in
the leadership of universities. The AHRC's follow up Leading for Change report
(2018) noted that up to 95 per cent of the nearly 2,500 executives and up to 97
per cent of chief executives surveyed had Anglo-Celtic or European backgrounds.

These findings are also mirrored on Australian boards. Serious
underrepresentation of culturally diverse board members means that a
large segment of the community and workforce are not included or heard in
conversations at some of the most powerful tables in corporate Australia.

In July 2018, our qualitative study — Beyond the Pale — Cultural diversity on
ASX 100 boards — was released, aimed at understanding from insiders the
answer to the key research question: What are the key inhibitors and enablers
for cultural diversity on Australian boards?

To shed light on (i) the pathway to board directorship, (ii) the practices of board
member selection and (iii) the conversations in relation to cultural diversity in
Australian boardrooms, in-depth interviews were had with 18 non-executive
directors and nine representatives from leading executive search firms.

Four key themes emerged.

1. Pathways to board participation

According to most Non-Executive Director (NED) interviewees, the problem
of board homogeneity is linked with, and to an extent driven by, the lack of
diversity in the senior executive suite.
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While there is no indication that deliberate exclusion of
culturally diverse potential leaders occurs in executive
recruitment, it was suggested by many interviewees that
some form of bias filters out particular groups in promotion
decisions. A particularly important filter is found in the
personal and professional networks permeating Australian
business” upper echelons, which create an ‘in group’ that is key
to information sharing, visibility, trust and reputation building.

2. Perceptions of diversity (or lack thereof)
on Australian boards

Even though the recruitment process was described by
some of the interviewees as highly professionalised, and
often involved executive search firms, all board members
had experienced the workings of personal networks in
putting ‘mates” names forward for consideration and
therefore blurring the pathway to board positions. The
presence of a ‘closed circuit” was brought up on several
occasions as a result of much of the networking and
recruitment done amongst directors themselves.

Furthermore, the focus on a particular style of leadership
created a barrier for particular groups of candidates who
may as a result opt out of pursuing such aspirations, or
who may be overlooked as they do not display the ‘ideal’
type leader style.

Finally, the majority of interviewees agreed that there is
something of an assimilationist mentality to boardroom
culture which motivates a director to change themselves
to ‘fit in” rather than the board valuing and capitalising on
cultural difference as a key differentiator in decision making.

3. Board composition

The majority of directors interviewed argued that having a
desired skills set plays the most significant role in securing
board membership. Key skills and attributes include, for
instance, financial expertise, and technological savvy.

Logically, as noted by several interviewees, this also means
that whether a person is culturally diverse, or diverse in any
sense of particular identity characteristics is largely irrelevant.

In addition, interviewees argued that organisations

are preferring people with ‘cultural awareness” and/or
what was referred to as a ‘global mindset’. While these
characteristics are important and may reflect market
knowledge around cultural competence: as concepts and

in practice, cultural awareness and a global mindset are
different to cultural diversity. Several of the interviewees
collapsed these categories, using them interchangeably and
as such noted that any discussion about cultural diversity
was irrelevant to Australian boards.

4. Diversity campaigns

Interviewees did not see the challenge of greater gender
diversity on boards as ‘solved” but they certainly saw
gender diversity as being more advanced in terms of
debate and action than was the case of cultural diversity
on boards. Therefore, the progress and (perceived) success
of gender diversity provides lessons for the advancement
of cultural diversity on Australian boards.

The interviewees all noted that key forces driving the
increase in female representation on Australian boards
were ‘transformative initiatives” such as the ASX Corporate
Governance Council Principles and Recommendations
and the advocacy of key individuals and organisations
including the Australian Institute of Company Directors,
Chief Executive Women and Male Champions of Change.
It was suggested that similar governance and reporting
guidelines and awareness-raising campaigns should be
considered and implemented to generate momentum
toward achieving cultural diversity on boards.

“...key forces driving

the increase in female
representation on Australian
boards were ‘transformative
initiatives” such as the ASX
Corporate Governance Council
Principles and Recommendations
and the advocacy of key
individuals and organisations
including the Australian
Institute of Company Directors,
Chief Executive Women and
Male Champions of Change.”
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Interviewees noted that for real systemic and radical change to occur there
is a need to build an inclusive corporate culture in tandem with measuring,
reporting and monitoring as a way of showing that good governance
underscores and supports the culture of inclusivity.

In order for cultural diversity on boards to increase, there is a need to:

Grow and develop the ‘supply’ of culturally diverse leaders in the
pathway to board positions with special attention placed on the senior
executive ranks of Australian business

Develop transparent pathways to board membership to allow greater
visibility for aspirants to director positions

Broaden networking arrangements to open up access for potential
directors from culturally diverse backgrounds

Learn from other diversity campaigns, including the progress to date to
improve gender diversity around the board table

Clarify definitions around cultural diversity and make cultural diversity
part of the narrative, going beyond the focus on a global mindset and
cultural awareness

Consider setting targets and report on progress toward cultural
diversity in order to drive change

Beyond the Pale — Cultural diversity on ASX 100 boards was produced through a

partnership between The University of Sydney Business School, the AICD and the
Australian Human Rights Commission.


https://aicd.companydirectors.com.au/-/media/cd2/resources/advocacy/board-diversity/pdf/beyond-the-pale-full-report-web.ashx
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A networking analysis of women on boards

suggests new way forward in board diversity debate

Most research into the effects of gender diversity on boards supports the
finding that it has a positive effect on social and ethical performance. That
seems like a good rationale for gender diversity in itself.

A@h Our research has a different focus. We want to understand the drivers that

influence women'’s participation on boards. How do boards with a high
Prof. Michael Gilding representation of women differ from those that do not?

Pro Vice Chancellor Business and Law . . .
At this stage our research focuses upon ASX 200 boards — consistent with the

strategic focus of the AICD target to achieve 30 per cent female representation
across the boards of our largest companies.

Swinburne University of Technology

In trying to understand the drivers that influence women’s participation on
boards, we used not only conventional statistical approaches, but also Social
Network Analysis. This is a methodological framework that considers how

people’s connections with each other influence social outcomes.

Ms Helen Bird

For example, think of the film Pulp Fiction. The gangster played by Samuel L.
Course Director, Master of Corporate

Jackson is a vegetarian. He explains the reason why. It is not because of religious

Governance, Swinburne Law School, beliefs, or ethical concerns, or health considerations. It’s because his girlfriend is a

swinburne University of Technology vegetarian. The first three possible reasons assume that behaviours are individual
attributes. The real reason captures the insight that our behaviours are shaped by

those around us. This is true for boards of directors, no less than gangsters.

Social Network Analysis is best known for its data visualisations. Below is a
data visualisation of ASX 200 boards in early 2018. The black circles represent

boards; the blue figures (clearly the majority of directors) represent men; and

Prof. Dean Lusher the red figures (clearly the minority) represent women.

Professor of Innovation Studies, Centre

gl G R

for Transformative Innovation, Swinburne

University of Technology

Prof. Christine Jubb
Professor of Accounting, Department

of Accounting, Finance and Economics,

Swinburne University of Technology
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You can see immediately that most boards within the
ASX 200 are connected with each other through shared
directors — so-called ‘interlocks’. They form a large
network which we call the ‘main component’.

The structure of the main component is interesting. The
boards and directors at the centre of the main component are
the most ‘reachable” across the network. The boards at the
periphery of the main component are the least reachable.

Boards outside the main component are isolated, at least

in terms of shared directors. Of course, they might still be
connected in other ways, for example, through school, sporting
or political affiliations. Social Network Analysis is increasingly
turning its attention to these ‘multiplex networks’.

There is a huge literature on board interlocks, but nothing on
how they might impact gender diversity. Our research on the
effect of board interlocks on gender diversity is a world first.

The first step in our data analysis was to test variables

we thought might influence gender diversity on boards.
In doing so, we applied conventional statistical methods.
The variables we tested included industry sector, market
capitalisation, AICD affiliation, and the presence of a Male
Champion of Change (MCC) on the board.

Our reasoning here is that some industries (say health)
might be more likely to recruit women to their boards than
others (say mining). Smaller companies might be less likely
to nominate women because this is true for boards outside
the ASX 200. Boards with an AICD Fellow might be better
gender balanced given AICD’s robust advocacy of women
on boards. And boards with a MCC might be expected to
cross the threshold for the same reason.

We identified five variables that make a statistically
significant difference to the presence of female directors.
Only one of these variables makes it significantly more
likely that the board crosses the 30 per cent threshold —
that is, having an AICD Fellow on the board.

The other four variables make it less likely that a board
will hit the threshold. Specifically, firms in four sectors
— consumer discretionary (retail), health, industrials and
materials — are significantly less likely than the rest to
reach the threshold.

We then applied Social Network Analysis, testing for the
effects above but also including tests for different types
of network effects. Network effects can take many forms.

For example, the reciprocity effect occurs where you ‘like’
my post on Facebook and I ‘like” your post. The popularity
effect is where we both “follow” the same celebrity on
Twitter, but not each other.

We found that just one network effect makes a statistically
significant difference to the presence of female directors

— network contagion. Specifically, ASX boards are
significantly more likely to have 30 per cent women on
their board when they share a director with another ASX
board that has also reached the 30 per cent threshold.

Now here is the interesting thing. Once we include the
network contagion effect, all other variables — including those
that were previously statistically significant — are irrelevant.
Sector, market capitalisation, AICD affiliation and MCC are
no longer statistically significant in making a difference to
the presence of female directors.

In other words, connectivity is everything — board network
contagion is driving companies to hit the 30 per cent
target. The challenge now is to leverage connectivity to
advance board diversity.

“...connectivity is everything

— board network contagion is
driving companies to hit the 30
per cent target. The challenge
now is to leverage connectivity
to advance board diversity.”

Having said this, our findings are based upon a tiny sliver
of data: the biggest companies in the country at a single
point in time. What would we learn if we studied patterns
of recruitment for the past decade? And what would we
learn if we extended our analysis beyond the ASX 200,

to other listed companies, private companies, government
boards and not-for-profits?

We're keen to address these questions. In this age of ‘fake
news’, research is more important than ever, precisely because
it produces evidence-based strategies, policies and outcomes.
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Achieving gender diversity
through flexible working

Flexible working is one of the most effective tools at our disposal to increase the
participation of women in the workforce. Why? Put simply it enables women to
return to work quicker after a career break and remain in the workforce for longer.
That said, why is the term still accompanied by hesitation and the odd eye roll?

Let’s start with what flexible working is not. It’s not less work, it’s not less output,
it’s not less hours and it’s not scores of empty desks. These negative associations

have clouded our judgement on a practice which, aside from promoting gender
Gemma Labadini diversity, also leads to a more productive, innovative and profitable workforce
Wyse Women (McKinsey 2017, Bain 2016, Credit Suisse 2017, BCG 2018, HBR 2014).

Success lies in the definition, and the key is keeping it broad. There is rarely a
one-size-fits-all solution. Businesses are successful when they have a flexible
approach and teams are able to find a solution that works for their needs.

Flexibility might mean a shorter working week for some, but for others it could
be the ability to work from home occasionally, leave work an hour early, or
start a few hours later on a Monday so they can spend their weekend away

or play tennis before work. It essentially requires a mind-set shift from ‘hours
worked” to ‘output” and the acknowledgment that engaged employees are more
motivated, ambitious and productive during the hours dedicated to work.

Studies have shown that workers are typically only productive for up to three
hours of an eight hour traditional working day so it is easy to see why letting
employees have more control over how they approach their workload doesn’t
equate to less work, just more productive hours.

Flexible working is too often spoken about as an employee benefit when in fact
the positive impact to businesses and society is just as compelling. It is estimated
that women returning to the workforce could add $398 billion to the Australian
GDP; our carbon footprint would fall with less people driving to work (currently
69% of Australians use their cars to commute); and the improved health and
wellbeing of our workforce would relieve pressure on our medical services as
mental health is the number one reason Australians visit their GP.

A change in outlook needs to happen quickly. Take the media and marketing
industry which employs 61 per cent females, yet only 30 per cent of senior
positions are held by women. Adding to that is the fact just 20 per cent of CEOs
are women, merely 16 per cent of board members are women and there are no
female chairs. Starting from a higher than average base (of 61 per cent female
representation) these stats are shocking and highlight the issue that something
clearly happens along their career path that causes women to stall, or opt out.
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By no means is this the only sector that needs attention
but it is an important industry to tackle, not least

when you consider the influencing role advertising and
media play on establishing unconscious bias and gender
stereotyping. You have to wonder whether more women
in senior roles contributing more diversity of opinion and
perspective, not to mention direct insight into the female
psyche, might lead to better balanced ad campaigns. It is
ironic that an industry which commentates on the issues
of gender diversity, and gives a voice to the movement for
greater equality, is one of the worst offenders.

Examining the reasons behind the demand for flexible

work sheds light on why women are moving away from the
media industry. A significant portion of them are mothers
and primary carers. Other motivations include launching
businesses, caring for elderly relatives, juggling school
children’s activities, pursuing a passion or interest, relocating,
or a recent life event that has led to a re-evaluation of
priorities and lifestyle (like an illness or family event).

Up to 15 per cent of those women actively seeking flexible
roles are at executive level; women who should be filling our
boardroom pipeline. They want to continue to contribute. If
we fail to offer them this opportunity, with no exaggeration,
we are looking at forfeiting thousands of years of
experience from the industry. This is significant as not only
do we lose these women from senior management roles and
future boardroom positions, but we are also depriving our
younger female generation of inspiring role models.

Businesses often talk about the struggles of a talent gap
but this isn’t accurate, the talent exists and wants to work.
Employers are just failing to attract up to 25 per cent of the
workforce by only offering full time, non-flexible positions.

Furthermore, the assumption that only mothers require
flexibility is short-sighted, and not only threatens losing
other women from the workforce to their competing
priorities, but also helps to reinforce the assumption

that mothers are solely responsible for childcare. This is
an important cultural shift that is required. We need to
normalise flexible working to encourage more women

to apply for senior roles and feel comfortable having

the discussion in interviews knowing there is a widely
embraced flexible culture. Unfortunately there is still a
long way to go, especially when you consider only 1.4 per
cent of companies in Australia have set a target for men’s
engagement in flexible working practices.

There is no doubt that women leaving the workforce

for a period of time is a key reason as to why fewer
women reach senior positions and don’'t make it to

our boardrooms. When you consider that this is also a
contributing factor as to why women retire with half the
superannuation of men, it begs the question why flexible
working isn't more common place.

One of the challenges is often establishing a receptive
culture to flexible working. Only 25 per cent of
organisations that offer flexible working provide manager
training. This is significant and reflects the lack of
acknowledgement of the role flexible working can play
in improving financial performance, lowering operational
costs and driving employee engagement.

“One of the challenges is often
establishing a receptive culture to
flexible working. Only 25 per cent
of organisations that offer flexible
working provide manager training.”

The success of a flexible scheme lies in the hands of teams
and their managers. Being equipped with the tools to
competently manage a workforce that might be remote, and
not rewarded by the hours spent in the office, is crucial.

Equally important is the corresponding investment
required in technology to facilitate a flexible workforce.
When looking at progress reports this is an important
consideration as a flexible scheme on its own isn't
necessarily conducive to a stronger female workforce if the
infrastructure and culture haven't first been established.

The bottom line is women mostly require flexibility

for a relatively short period of their professional lives.
However, this time can often fall in crucial career-building
years. By not supporting them through this phase, we are
forcing them to opt out, or stall, in their careers making
their journeys to senior management, and ultimately the
boardroom, longer and harder.

Wyse Women launched in 2016 offering products and services to
increase the participation of women in the workplace. Focussed on
the media, marketing & communications industry, the organisation
connects experienced women with flexible work opportunities and
provides support and advisory services to progressive businesses
looking to build a flexible, diverse and inclusive culture.
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