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In 2010, 14.4% of board members of the 100 largest Canadian publicly listed corporations
were women. During the year 2010, roughly 7% of these board members were replaced and
for one in five cases by a woman. (Source: Spencer, Stuart, Corporate Board Report, 2010).

Even to a patient, passive observer, it is clear that the rate of change for the participation of
women on corporate boards is glacially slow. There are two ways of accelerating the rate of

progress of women on board:

1. The French way, that is, by a law establishing quotas to be met by all publicly
listed corporations (as well as large private companies!). In January 2011, the French
government enacted a law obliging companies to meet a quota of 20% of women on
their board by 2014 and 40% by 2017 (The percentage of women on the boards of the
120 most important French companies was 11.4% in 2010). Any appointment to the
board of a company which contravenes these obligations when those quotas become
effective will be declared void and null; board members will not receive any board

meeting fees until the situation is corrected.
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2. The British way, that is, set up a commission to come up with reasonable objectives
and to urge, or shame, corporations into making firm commitments to specific targets
within a given time-frame. Thus, in February 2011, a task force created by the British
government and chaired by Lord Davies of Abersoch submitted its report calling on
British corporations to set a firm target of 25% of women on their boards by
2015.(The percentage of women on the boards of targeted British corporations was

12.5% in 2010)

The first avenue runs the risk of triggering perceptions of affirmative action, a most
damaging consequence for the whole effort of getting women to take a substantial place on
boards. But the most troubling aspect of this issue is that a fundamental variable is never
brought into the discussion: the turnover rate of board membership. The Spencer Stuart
report for 2010 shows that there were some 87 new members out of 1150 members on

boards of the 100 largest corporations, or a rate slightly above 7%.

The turnover of boards

The following table maps out the issue and gives indications as to what might be reasonable

targets. The current ratio of 7% turnover and 1 in 5 women among new members

WOMEN ON BOARD:
Board turnover and ratio of women as new members
(100 largest Canadian publicly traded companies; women=14,4% in 2010)

Annual Turnover Ratio of women among new members
of board membership 1/5 1/3 1/2

7% (229% turnover) T+3 15,9% 18,3% 21,7%
(40% turnover) T+5 16,6% 21% 26,7%
(97% turnover)  T+10 18,8% 27,5% 38,8%

10%  (33% turnover) T+3 16% 19,1% 25%
(60% turnover)  T+5 17% 23,6% 32%
(150% T+10 19,5% 28,3% 41,4%
turnover)

15%  (52% turnover) T+3 17% 23% 30%
(100% T+5 18,8% 28,8% 41%
turnover)

(300% T+10 19,6% 39,7% 47,5%
turnover)

(Data for 2010 from Spencer Stuart 2010 show a 7% turnover and 1 woman for 5 new board
members)
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will lead to women representing 16.6% of board members in 5 years and 18.8% in 10 years

(up from 14.4% in 2010). Clearly, these are not acceptable results.

Will the turnover rate increase in years to come or can it be pushed up? With a turnover rate
of 7%, board membership changes entirely over a 10- year period; with a turnover rate of
10% the board changes one and a half time in 10 years; with a turnover of 15%, the board

changes completely over a five-year period.

There may be some acceleration of turnover as board members age over the next few years.
Of course, boards have to do a better job of evaluating their members and push out those
who do not perform up to a high standard, which could raise the turnover rate for a period of
time. But it is doubtful that a rate much higher than 7% may be sustained over a long period

and it may not be wise governance to experience too high a rate of board turnover.

The ratio of women among new members

This variable is under the control of boards. What policy should the company set for new
board members to fill vacancies? The table above shows the impact of raising that ratio from

the current one in five to one out of two.

With a 7% turnover rate, the “one-in-two” policy would bring the ratio of women on boards
close to 40% in 10 years (from 14.4% in 2010).

That seems a long time but it does take into account the fairly slow rate of turnover of
boards. Any company committing to appoint one woman for every two vacancies on its

board should be commended.

This table also shows the risk of the French approach of setting an arbitrary quota of 40% in
six years (starting from a lower base than in Canada). Only with a 15% yearly turnover and
the appointment of one woman for every two board vacancies is the mandated 40% quota

met within five or six years.
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There are other ways to meet this legal obligation, none very palatable:

» Increase the size of the board and appoint only women to the new board seats;

= Force out of the board competent male members to make room for women members
through a combination of term limits or age limit;

= Raise the ratio of women among new board members to 100%;

= A combination of the above.

Conclusion

Boards of directors must make some vigorous commitments to raising the participation of
women to their boards. They should asses what policies would be appropriate to bring about

a sufficient influx of new board members.

The board should adopt a policy of appointing one woman for every two vacancies until
women represent 40% of board members. That may not meet the calendar and deadline of
some activists on the subject but it is a fair and balanced way to generate social change at

minimal cost to all parties.
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