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NATIONAL DIRECTORS INSTITUTE EXECUTIVE EXCHANGE

BOARD COMPOSITION CHALLENGES AND SOLUTIONS

Panel: Patrick Daugherty, Partner, Foley & Lardner LLP
Derek Dewan, Former Chairman of the Board, MPS Group, Inc.
James Clarence Johnson, General Counsel, Loop Capital Markets LLC
Michael B. Kirwan, Partner, Foley & Lardner LLP
James L. Koutoulas, CEO, Typhon Capital Management
Patrick McGurn, Special Counsel, Institutional Shareholder Services
Stacia Ryan, Managing Director – Investment Banking Division, Morgan Stanley

Time: 11:15 a.m.– 12:15 p.m.

A. Legal and Stock Exchange Requirements

1. SEC Requirements. No independence requirements for non-listed companies; however, SEC
disclosure rules require disclosure of whether members are independent and the definition of
“independence” used in making such determination. Companies are required to disclose whether or
not an “audit committee financial expert” serves on its audit committee and, if so, whether such
person is independent.

2. Stock Exchange Requirements. Rules require boards to have a majority of independent
directors and the definition of independence varies between exchanges. Committees must be
comprised solely of independent directors, with additional independence requirements for members
of the audit and compensation committees.

3. State Law: In Delaware, there are no independence or other requirements for members of the
board of directors.

4. IRS Code Section 162(m). To deduct performance-based compensation in excess of $1
million paid by a public company to its chief executive officer and its three other most highly
compensated officers (other than its chief financial officer), among other things, the performance
goals must be set by a compensation committee that consists of at least two “outside directors” as
defined thereunder.

5. Proxy Advisory Services. ISS and Glass Lewis believe that investors “prefer a substantial
majority” of the members of a board to be independent. ISS and Glass Lewis also each have a “vote
no” policy for staggered boards of directors.

B. Board Composition

1. Assembling a Board. Whose job is it to properly assemble a board? The Chairman/CEO? The
Non-Executive Chairman? The board at large? The nominating committee?

2. Board Chemistry. Can a board be effective if there is a lack of chemistry among directors?
How can a board build chemistry among its directors?

3. Compensation for Service. How does compensation impact board composition? Is
compensation ever an issue?

4. D&O Insurance / Director Indemnification. In today’s litigious environment, how much of a
concern is adequate protection from liability with respect to board service?
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5. Availability / Scheduling. How active is the board? How difficult is it to call board meeting’s
without much notice?

6. Finding Qualified Candidates. Is it desirable for board members to have prior experience? Is
it beneficial to bring in individuals without prior board experience? How can companies find talented
individuals that do not have prior board experience?

C. Board Member Diversity

1. Definition of Diversity. Diversity can be found in gender, race, age, ethnicity, experience, skills
and backgrounds.

2. Why is Diversity Valuable? Do diverse boards engage in richer and more effective discussion
and debate because individuals with diverse backgrounds bring different experiences and
perspectives? Do diverse boards avoid “groupthink”?

3. SEC Disclosure Requirements. SEC rules require a discussion of whether the nominating
committee or board considers diversity in identifying director nominees and, if so, how diversity is
considered. If the nominating committee or board has adopted a diversity policy, the rules require a
discussion of how the nominating committee or board implements and assesses the effectiveness of
its diversity policy. Note that the rules do not define diversity.

4. What is the Right Mix? What percentage of board members should have industry experience?
Should a board have a member with experience in each area such as capital markets, marketing,
human resources, etc.? Should a board have directors who are officers of other companies rather
than a board comprised solely of “retirees”? Should a board have senior officers of the company in
addition to the CEO on the board? Is there a problem by having directors with industry experience
greater than the CEO’s experience (i.e. will this cause the CEO to be intimidated?)?

5. Building a High-Performance Diverse Board. The selection process should involve a wide
search, rather than individuals known to the existing directors. Be clear about the perspective or
expertise that a board is looking to gain.

D. Board Tenure and Turnover

1. Board Turnover. Only 291 new directors were elected to S&P 500 boards in 2012, the
smallest number of new appointees since 2001. Average tenure for S&P 500 boards in 2012 was
8.6 years.i

2. Term Limits. In 2012, only 4% of S&P 500 companies have terms limits for directors. ii

3. Mandatory Retirement. In 2012, 73% of S&P 500 boards had a mandatory retirement age
(with 85% of such policies at age 73 or older). Average age of independent directors on such boards in
2012 was 62.6.iii

E. Board Orientation and Education

1. Is Enough Being Done? Reporting on a global survey of 1,597 corporate directors: (i) 64%
had less than a complete understanding of their company’s financial position; (ii) 79% had less than a
complete understanding of their company’s strategy; (iii) 86% had less than a complete understanding
of the risks their company faces and (iv) 90% had less than a complete understanding of the dynamics
in their company’s industry.iv
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2. Effective Orientation / Education. What does an effective orientation and continuing
education process involve?

3. Effective Communication. How does a board member communicate to management about
what it needs to be effective?

F. Board Evaluations

1. Are Evaluations Being Used to Improve Effectiveness? If done effectively, board evaluations
can provide an opportunity for boards to identify issues, improve performance and highlight best
practices. Can be used to ensure that the board as a whole has the knowledge, experience and skills
to properly guide the company.

2. Form of Evaluations. Director questionnaires versus individual’s interviews. Should input be
sought from key management who interacts with the board? Other than by using formal evaluations,
how can directors hold one another accountable, and whose job is it to police accountability?

G. Restrictions on Other Corporate Directorships

1. How Many? Given the time and commitment required for effective board service, should
companies limit the number of other boards that its board members may serve on? Should the limit
be different for independent directors and management directors? ISS recommends a vote against
(or withhold vote) for individual directors that sit on more than six public company boards or CEOs that
sit on more than two public company boards besides their own. Under NYSE rules, if an audit
committee member simultaneously serves on the audit committees of more than three public
companies, the board must determine that such simultaneous service would not impair the ability of
such member to effectively serve on the company's audit committee and must disclose such
determination either on or through the company's website or in its annual proxy statement.

2. CEOs. 58% of S&P 500 boards limit the CEO’s outside board directorships (3% permit no
outside directorships and 48% limit outside directorships to one or two). v Do CEOs benefit from sitting
on other boards? They see how boards review another CEO’s performance. How to juggle time
constraints on CEOs or other officers serving on other company boards – limit service to boards
located within same community?

3. Independent Directors. 74% of S&P 500 boards limit other corporate directorships for their
members (ranging from 2 to 5 or more). vi

i Statistics from 2012 Spencer Stuart Board Index
ii Statistics from 2012 Spencer Stuart Board Index
iii Statistics from 2012 Spencer Stuart Board Index
iv Statistics from McKinsey Quarterly (July, 2011).
v Statistics from 2012 Spencer Stuart Board Index
vi Statistics from 2012 Spencer Stuart Board Index
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New York Stock Exchange –
Director Independence Tests

■ Independent Director Requirements:

– No director qualifies as "independent" unless the board of directors affirmatively
determines that the director has no material relationship with the listed company
(either directly or as a partner, shareholder or officer of an organization that has
a relationship with the company).

– In addition, a director is not independent if:

■ The director is, or has been within the last three years, an employee of the listed 
company, or an immediate family member is, or has been within the last three years, an
executive officer, of the listed company.

■ The director has received, or has an immediate family member who has received, 
during any twelve-month period within the last three years, more than $120,000 in direct
compensation from the listed company, other than director and committee fees and
pension or other forms of deferred compensation for prior service (provided such
compensation is not contingent in any way on continued service).

■ The director is a current partner or employee of a firm that is the listed company's 
internal or external auditor.

3

©2013 Foley & Lardner LLP

4

New York Stock Exchange –
Director Independence Tests

■ Independent Director Requirements (continued)

■ The director has an immediate family member who is a current partner of such a firm.

■ The director has an immediate family member who is a current employee of such a firm 
and personally works on the listed company's audit.

■ The director or an immediate family member was within the last three years a partner or 
employee of such a firm and personally worked on the listed company's audit within that
time.

■ The director or an immediate family member is, or has been with the last three years, 
employed as an executive officer of another company where any of the listed
company's present executive officers at the same time serves or served on that
company's compensation committee.

■ The director is a current employee, or an immediate family member is a current 
executive officer, of a company that has made payments to, or received payments from,
the listed company for property or services in an amount which, in any of the last three
fiscal years, exceeds the greater of $1 million, or 2% of such other company's
consolidated gross revenues.

4
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New York Stock Exchange –
Director Independence Tests

■ Additional Independence Requirements for Members of the Compensation
Committee

– In affirmatively determining the independence of any director who will serve on
the compensation committee of the listed company's board of directors, the
board of directors must consider all factors specifically relevant to determining
whether a director has a relationship to the listed company which is material to
that director's ability to be independent from management in connection with the
duties of a compensation committee member, including, but not limited to:

■ the source of compensation of such director, including any consulting, advisory or other 
compensatory fee paid by the listed company to such director; and

■ whether such director is affiliated with the listed company, a subsidiary of the listed 
company or an affiliate of a subsidiary of the listed company.

5
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New York Stock Exchange –
Director Independence Tests

■ Additional Independence Requirements for Members of the Audit
Committee (continued)

– Audit Committee members are required to satisfy the independence tests set forth in Rule
10A-3 of the Securities Exchange Act of 1934, as amended. In order to be considered to be
independent for purposes of Rule 10A-3, a member of an audit committee may not, other
than in his or her capacity as a member of the audit committee, the board of directors, or any
other board committee:

■ Accept directly or indirectly any consulting, advisory, or other compensatory fee from the issuer or any 
subsidiary thereof, provided that, unless the rules of the national securities exchange or national
securities association provide otherwise, compensatory fees do not include the receipt of fixed
amounts of compensation under a retirement plan (including deferred compensation) for prior service
with the listed issuer (provided that such compensation is not contingent in any way on continued
service); or

■ Be an affiliated person of the issuer or any subsidiary thereof.

– Under NYSE rules, if an audit committee member simultaneously serves on the audit
committees of more than three public companies, the board must determine that such
simultaneous service would not impair the ability of such member to effectively serve on the
company's audit committee and must disclose such determination either on or through the
company's website or in its annual proxy statement.

6
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NASDAQ Stock Market - Director Independence Tests

■ Independent Director Requiements:

– "Independent Director" means a person other than an Executive Officer or
employee of the Company or any other individual having a relationship which, in
the opinion of the Company's board of directors, would interfere with the exercise
of independent judgment in carrying out the responsibilities of a director.

– The following persons shall not be considered independent:

■ a director who is, or at any time during the past three years was, employed by the 
Company;

■ a director who accepted or who has a Family Member who accepted any compensation 
from the Company in excess of $120,000 during any period of twelve consecutive
months within the three years preceding the determination of independence, other than
the following:

(i) compensation for board or board committee service;

(ii) compensation paid to a Family Member who is an employee (other than an Executive Officer) of
the Company; or

(iii) benefits under a tax-qualified retirement plan, or non-discretionary compensation.

7
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NASDAQ Stock Market - Director Independence Tests

■ Independent Director Requirements (continued)

■ a director who is a family member of an individual who is, or at any time during the past 
three years was, employed by the Company as an Executive Officer;

■ a director who is, or has a family member who is, a partner in, or a controlling 
Shareholder or an Executive Officer of, any organization to which the Company made,
or from which the Company received, payments for property or services in the current or
any of the past three fiscal years that exceed 5% of the recipient's consolidated gross
revenues for that year, or $200,000, whichever is more, other than the following:

(i) payments arising solely from investments in the Company's securities; or

(ii) payments under non-discretionary charitable contribution matching programs.

■ a director of the Company who is, or has a Family Member who is, employed as an 
Executive Officer of another entity where at any time during the past three years any of
the Executive Officers of the Company serve on the compensation committee of such
other entity; or

■ a director who is, or has a Family Member who is, a current partner of the Company's 
outside auditor, or was a partner or employee of the Company's outside auditor who
worked on the Company's audit at any time during any of the past three years.

8
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NASDAQ Stock Market - Director Independence Tests

■ Additional Independence Requirements for Members of the Compensation
Committee

– In addition to the independence requirements set forth above, members of the compensation
committee must not accept directly or indirectly any consulting, advisory or other
compensatory fee from the Company or any subsidiary thereof.

– Compensatory fees shall not include: (i) fees received as a member of the compensation
committee, the board of directors or any other board committee; or (ii) the receipt of fixed
amounts of compensation under a retirement plan (including deferred compensation) for prior
service with the Company (provided that such compensation is not contingent in any way on
continued service). In determining whether a director is eligible to serve on the compensation
committee, a Company's board also must consider whether the director is affiliated with the
Company, a subsidiary of the Company or an affiliate of a subsidiary of the Company to
determine whether such affiliation would impair the director's judgment as a member of the
compensation committee.

9

©2013 Foley & Lardner LLP

10

NASDAQ Stock Market - Director Independence Tests

■ Additional Independence Requirements for Members of the Audit
Committee

– Audit Committee members are required to satisfy the independence tests set
forth in Rule 10A-3 of the Securities Exchange Act of 1934, as amended. In
order to be considered to be independent for purposes of Rule 10A-3, a member
of an audit committee may not, other than in his or her capacity as a member of
the audit committee, the board of directors, or any other board committee:

■ Accept directly or indirectly any consulting, advisory, or other compensatory fee from 
the issuer or any subsidiary thereof, provided that, unless the rules of the national
securities exchange or national securities association provide otherwise, compensatory
fees do not include the receipt of fixed amounts of compensation under a retirement
plan (including deferred compensation) for prior service with the listed issuer (provided
that such compensation is not contingent in any way on continued service); or

■ Be an affiliated person of the issuer or any subsidiary thereof.

10
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Section 162(m) Independence Standards for
Compensation Committee Members

■ To exempt performance-based compensation from the limit on deductibility imposed 
by Section 162(m) of the Internal Revenue Code of 1986, “outside directors” must
determine the related performance goals:

– Section 162(m) of the Internal Revenue Code disallows a deduction by certain publicly held
corporations for certain compensation in excess of $1 million paid to any one of a limited
number of top employees.

– There is an exception to this limit for “performance-based compensation,” which is defined as
“remuneration payable solely on account of the attainment of one or more performance
goals.”

– To qualify for the exception, the “performance goals must be determined by a compensation
committee of the board of directors . . . which is comprised solely of 2 or more outside
directors” and, before payment of the remuneration, such compensation committee must
certify that the performance goals and any other material terms were in fact satisfied.

11
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Section 162(m) Independence Standards for
Compensation Committee Members

■ A director is an “outside director” for purposes of Section 162(m) only if the director (i) 
is not a current employee of the publicly held corporation; (ii) is not a former
employee of the publicly held corporation who receives compensation for prior
services (other than benefits under a tax-qualified retirement plan) during the taxable
year; (iii) has not been an officer of the publicly held corporation; and (iv) does not
receive remuneration from the publicly held corporation, either directly or indirectly, in
any capacity other than as a director.

– For this purpose, remuneration includes any payment in exchange for goods or services, and
is deemed received “directly or indirectly” by a director in each of the following
circumstances:

(A) If remuneration is paid, directly or indirectly, to the director personally or to an entity in
which the director has a beneficial ownership interest of greater than 50%.

(B) If remuneration, other than de minimis remuneration, was paid by the publicly held
corporation in its preceding taxable year to an entity in which the director has a
beneficial ownership interest of at least 5% but not more than 50%.

12
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Section 162(m) Independence Standards for
Compensation Committee Members

(C) If remuneration, other than de minimis remuneration, was paid by the publicly held
corporation in its preceding taxable year to an entity by which the director is employed
or self-employed other than as a director. For this purpose, remuneration is considered
paid when actually paid or, if earlier, when the publicly held corporation becomes liable
to pay it.

– Remuneration is deemed “de minimis” for these purposes of (B) and (C) if it does not exceed
5% of the recipient’s gross revenue for its taxable year ending with or within the relevant year
of the payor, except that remuneration over $60,000 for the year may not be deemed de
minimis if it is paid to an entity described in (B) or for personal services to an entity described
in paragraph (C).

– “Personal services” include professional services consisting of legal, accounting, investment
banking and management consulting and similar services that are not incidental to the
purchase of goods or to the purchase of services that are not personal services if the director
performs significant services (whether or not as an employee) for the corporation, division, or
similar organization (within the entity) that actually provides the services described, or more
than 50% of the entity’s gross revenues (for the entity’s preceding taxable year) are derived
from that corporation, subsidiary, or similar organization.

13
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Section 16 Independence Standards for Compensation
Committee Members

■ Equity-based awards to officers and directors generally can qualify for an exemption 
from the short-swing profits rules under Section 16 of the Exchange Act if the awards
are approved by the company’s full board of directors or a committee of the board
composed solely of two or more “Non-Employee Directors.”

■ A “Non-Employee Director” is defined as a director who (i) is not currently employed 
by the issuer or a parent or subsidiary of the issuer, (ii) does not receive
compensation, either directly or indirectly, from the issuer or a parent or subsidiary of
the issuer for services rendered as a consultant or in any capacity other than as a
director, unless the amount does not exceed $120,000, and (iii) does not possess an
interest in any other transaction for which disclosure would be required pursuant to
Item 404(a) of Regulation S-K (i.e., transactions with related persons).

14
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about spencer stuart board practice

Spencer Stuart is one of the world’s leading executive search firms. Privately held since 1956, 
Spencer Stuart applies its extensive knowledge of industries, functions and talent to advise 
select clients — ranging from major multinationals to emerging companies to nonprofit 
organizations — and address their leadership requirements. Through 53 offices in 29 
countries and a broad range of practice groups, Spencer Stuart consultants focus on senior-
level executive search, board director appointments, succession planning and in-depth senior 
executive management assessments.

The premier firm for board counsel and recruitment, Spencer Stuart conducts well 
over half of all director assignments handled through executive search. For more 
than 25 years, our Board Practice has helped boards around the world identify 
and recruit independent directors and provided advice to chairmen, CEOs and 
nominating committees on important governance issues. In the past year alone, we 
have conducted more than 400 director searches. We are the firm of choice for both 
leading multinationals and smaller organizations, conducting more than one-third of 
our assignments for companies with revenues under $1 billion.

In addition to our work with clients, Spencer Stuart has long played an active role in 
corporate governance by exploring — both on our own and with other prestigious 
institutions — key concerns of boards and innovative solutions to the challenges 
facing them. Publishing the Spencer	Stuart	Board	Index (SSBI), now in its 27th 
edition, is just one of our many ongoing efforts:

> Each year, we sponsor and participate in several acclaimed director education 
programs including:

• The Annual Boardroom Summit, jointly sponsored by the New York Stock 
Exchange and Corporate Board Member;

• The Annual Chairman & CEO Peer Forum hosted by Corporate Board 
Member; and

• The Corporate Governance Conference at Northwestern University’s Kellogg 
Graduate School of Management.

72890_SSBI_Upfronts.indd   2 10/31/12   10:22 PM
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spencer stuart perspective for 2012

WOMEN IN LEADERSHIP
Women’s progress in the C-suite and boardroom still slow

By year’s end, the Spencer Stuart Board Practice will achieve an 
important milestone in our board work: recruiting our 1,000th 
female director. While pleased by this achievement, it is hard 
not to be disappointed by the lack of real progress in female 
representation on U.S. boards and senior executive teams.  

The slow progress is discouraging; women now account for just over 

17% of independent directors, up from 16% in 2007 and 12% in 

2002. Today, 61% of S&P 500 companies have two or more women 

on the board, up from 55% in 2007 and 38% in 2002, while 20% have 

three or more. Nine percent of S&P 500 companies do not have any 

female directors.

Our experience recruiting women to boards demonstrates that 

qualified women are available for board roles. In the past year, even in 

searches in which clients are not specifically looking for a woman for 

the board, a female candidate was chosen nearly 20% of the time. 

During the past five years, one-third of the women we have recruited 

for board roles have been top corporate executives, including CEOs, 

COOs, presidents or chairwomen. Divisional business leaders and 

general managers represent another significant source of female 

director talent (30%), as do finance leaders, bankers and former audit 

partners (27%). As companies seek greater integration of digital, 

social media and e-commerce into their business models, women are 

proving to be an important source of director talent, representing 27% 

of our digital placements. Other sources include former government 

leaders, academics, senior consulting partners and functional leaders. 

As European governments have made diversification a priority, U.S. 

companies have lost their lead in female representation. The S&P 

500 now trails Norway (40%), Finland (27%), Sweden (26%), France 

(22%), Denmark (18%) and the Netherlands (18%) and ties with 

Germany (17%) in the percentage of women on corporate boards. 

Several of these countries adopted regulation or voluntary targets to 

increase the percentage of women serving on corporate boards, and 

more may follow. 

And, while European boards strive to meet their gender goals, many 

are looking to recruit experienced female executives from the U.S., 

particularly those with specialized expertise in highly sought-after 

areas such as digital media, emerging markets and finance. 

1,000
female	directors	placed		

by	Spencer	Stuart

17%
of	S&P	500	directors	today		

are	female	versus	12%	in	2002

72890_SSBI_Upfronts.indd   3 10/31/12   10:22 PM
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spencer stuart perspective for 2012

It remains to be seen whether these developments will increase the 

pressure on U.S. boards to more aggressively diversify. However, 

there is growing acknowledgement that diversity of perspectives 

is an important quality of a strong board and that having female 

perspectives on the board is vital, especially when women represent 

the lion’s share of the customer or employee base. 

In a 2012 survey of nonexecutive board chairs and independent 

directors conducted by Spencer Stuart and Corporate Board Member, 

75% of respondents said their company had taken steps to promote 

boardroom diversity within the past three years. These efforts are 

largely being undertaken without external pressure; only 11% of 

respondents said shareholders had approached the company about 

increasing racial or gender diversity in the same time period. 

What can be done to facilitate more change?

One of the most significant barriers to increasing female 

representation on boards is a perception that the pool of qualified 

female director candidates is limited. In our survey, 20% of directors 

cited a lack of qualified candidates as an obstacle to increasing board 

diversity, and another 30% said other qualifications were a higher 

priority than diversity.

Boards do not have to sacrifice critical skills or expertise to increase 

diversity, but they may have to broaden their approach to director 

recruitment and their perceptions about the ideal director. Boards 

often define the ideal board member as a current or former CEO 

or CFO, and women still are underrepresented in these ranks. In 

addition, some boards still look for director candidates within their 

own personal and professional networks, which may be limited.

We recommend a process that begins by reviewing the company’s 

strategic direction and considering whether the board has all the right 

skills and perspectives around the table in light of the company’s 

strategy. Regular reviews of the board composition and potential skill 

gaps may illuminate areas of expertise where the pool of female board 

candidates is strong. 

And, for women to continue to make strides in the boardroom, 

companies will have to commit to building the pool of senior-level 

female executives. To do that, companies must find ways to identify 

high-performing women and give them general management 

opportunities that develop their leadership skills. 

72890_SSBI_Upfronts.indd   4 10/31/12   10:22 PM
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Building a high-performing diverse board 

While progress in increasing female director representation has not 
been as dramatic as many would like, many boards are embracing 
recruiting strategies designed to produce more diverse and effective 
boards. 

> Carefully define the expertise that is important for the board —  

for example, industry or functional knowledge, language ability or 

international business experience. The selection process should 

cast a wide net and look for the best candidate — not just the one 

known to board members.

> Have a good reason why each director belongs in the room — and 

the reason is not diversity itself. Be clear about the perspective or 

expertise that the board is looking to gain.

> At the same time, foster an open mind about what a director 

should look like and the different ways directors can contribute. 

Boards can broaden their net by looking at retired executives or 

senior business unit or functional leaders, who may not have the 

breadth of experience of a CEO but can bring valuable knowledge 

in specific areas. Avoid creating an overly long list of director 

qualifications, which can limit the talent pool. Look for smart, 

seasoned and insightful executives. 

> Establish a strong new director orientation program. All first-time 

directors — male and female — benefit from an orientation and 

ongoing training that helps them quickly get up to speed on the 

business and the company’s approach to governance. 

> Continuously review the board’s skill-sets and performance relative 

to the company’s strategy and direction to ensure that the board 

as a whole has the knowledge, experience and skills to guide the 

management team as it addresses new challenges and market 

opportunities. The annual board self-evaluation is a natural platform 

for the full board to review its composition and discuss the expertise 

that it will need in the future. 

Female board representation is, of course, just one of the areas the 

Spencer Stuart Board Index tracks, and in many important ways, boards 

are quite different than they were 10 years ago. This year’s report 

catalogues the areas in which boards have changed over the past decade.

72890_SSBI_Upfronts.indd   5 10/31/12   10:22 PM
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spencer stuart perspective for 2012

Highlights from this year’s SSBI: A 10-year look back

Corporate boards look very different today than they did 10 years 
ago, when the Sarbanes-Oxley Act and new exchange listing 
requirements ushered in a new era of corporate governance. 
U.S. public company boards today are more independent from 
management, more financially savvy, more diverse and older. 

This year’s Spencer	Stuart	Board	Index looks at the ways boards 
have changed in the past 10 years and highlights trends in the 
composition and governance practices of corporate boards.

Board independence Although Sarbanes-Oxley did not expressly 

address board composition, increasing the independence of public 

company boards was a primary objective of the legislation. Listing 

requirements established by the New York Stock Exchange and 

NASDAQ at the time established definitions for independent directors 

and required that independent directors make up a majority of a listed 

company’s board of directors. 

> The percentage of independent directors on S&P 500 boards has 

increased from 79% in 2002 to 84% in 2012. 

> In 2002, the CEO was the only non-independent director on 31% 

of S&P 500 boards compared with 59% of boards today. 

Board leadership Boards have gradually adopted models of board 

leadership intended to increase the independent oversight of the 

board, including the separation of board and CEO roles and the rise of 

lead and presiding directors. Following the passage of Sarbanes-Oxley, 

many S&P 500 boards moved quickly to establish a lead or presiding 

director role and, in the past 10 years, more boards have moved to 

separate the chair and CEO roles. 

> In 2002, one-quarter of S&P 500 boards separated the chairman 

and CEO roles, compared with 43% today. Meanwhile, 23% of S&P 

500 boards in 2012 have a nonexecutive chairman who is truly 

independent, an increase from 13% in 2007. 

> By 2004 (the first year Spencer Stuart tracked this data), 85% 

of S&P 500 boards had a lead or presiding director. Initially, 

more boards created a presiding director role, often rotating the 

responsibilities among committee chairs or independent directors. 

Over time, as boards clarified the role, more named lead directors 

and granted them more authority. Today, 92% of S&P 500 

boards have a lead or presiding director. Among the 8% with no 

identified lead director, 5% have an independent chairman and the 

remaining 3% (mostly smaller boards) report neither. 

43% 
of	boards	now	separate		

the	chair	and	CEO	roles,		
up	from	25%	in	2002	
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Audit committee independence and expertise A key focus of 

Sarbanes-Oxley was to improve companies’ financial reporting and 

internal controls. It established financial reporting and disclosure 

requirements, set standards for audit committee activities and 

membership, placed oversight of the accounting firm with the audit 

committee and raised expectations for the financial literacy of the 

audit committee. 

> The percentage of chief financial officers, treasurers or other 

financial executives serving as the audit committee chair increased 

from 4% in 2002 to 33% today. 

> In 2003, 21% of boards reported having a financial expert — 146 

financial experts in total — versus 2012, when 100% of S&P 500 

boards report having at least one financial expert for a total of 1,096. 

> Fewer active CEOs and other top corporate leaders are serving as 

audit committee chair. Active CEOs, chairs, presidents and COOs 

made up 27% of audit committee chairs in 2002 versus 10% today. 

Retired executives have become more likely to serve in the role, 

18% in 2002 versus 30% today. 

> Audit committees meet more often than in 2002. On average, S&P 

500 audit committees had five meetings in 2002 versus 8.7 in 2012.

Director recruiting and board composition In response to new listing 

rules requiring that board nominating and governance committees be 

composed solely of independent directors, these committees assumed 

the primary responsibility for director recruitment. Meanwhile, an 

increase in the demands on the board caused sitting CEOs to reduce 

their outside board commitments. As a result of this new recruiting 

mindset and process, the mix of directors around the board table 

looks quite different today.

> Initially, as boards recruited additional independent directors and 

“financial experts,” we witnessed an increase in the number of 

new directors added to S&P 500 boards, peaking in 2004 with a 

total of 443 new independent directors. 

> This year, the number of new independent directors has fallen to 

291, the lowest number we’ve seen since 2001. The number of 

new appointees has dropped by 12% over the past five years and by 

27% over the past 10 years. 

146 
financial	experts	were		

reported	on	boards	in	2003	
compared	to	1,096	today	

291 
directors	added	to		

boards	in	2012,	the	lowest	
numbers	since	2001	

72890_SSBI_Upfronts.indd   7 10/31/12   10:22 PM



8

> The average S&P 500 CEO sits on 0.6 outside boards today, half 

the 1.2 average in 2002. Today, 54% of S&P 500 CEOs do not sit 

on any outside boards, compared with 48% in 2007. 

> Active CEOs, chairs, presidents and COOs represented 41% of new 

S&P 500 board directors in 2002, compared to 25% today. With 

fewer active CEOs serving on boards, many companies are turning 

to retired executives and executives the next level down. Leaders 

of major business divisions and functions make up 22% of new 

directors today, compared with just 7% in 2002.

> Boards have aged in the past 10 years. The average age of 

independent directors increased from 60.1 in 2002 to 62.6 today. 

One reason: boards are pushing back mandatory retirement ages. 

Ten years ago, 2% of boards set their mandatory retirement age at 

75 or older, compared with 22% today. 

> The percentage of S&P 500 boards with a nominating committee 

made up entirely with independent directors rose from 75% in 

2002 to 99.6% in 2012. 

Director compensation The SEC executive compensation disclosure 

rules that took effect at the end of 2006 provided more transparency 

into total director compensation. The average total compensation 

among S&P 500 boards has increased by 15% in the past five 

years, from $211,179 in 2007 to $242,385, and the mix of director 

compensation has changed as well. Stock options and board meeting 

fees are a less common component of director compensation, falling 

from 42% to 25% and 52% to 33%, respectively since 2002.

Editor’s Note: As always, this year’s Spencer	Stuart	Board	Index is based on our analysis 
of the most recent proxy reports from the S&P 500, plus an extensive supplemental 
survey. This edition of the SSBI draws on the latest proxy statements from 486 companies 
filed between May 15, 2011 and May 15, 2012, and responses from 101 companies to our 
governance survey conducted in the second quarter of 2012. Survey respondents are 
typically corporate secretaries, general counsel or chief governance officers.

2% 
of	boards	set	their	mandatory	
retirement	age	at	75	or	older		

a	decade	ago	compared		
with	22%	today

spencer stuart perspective for 2012
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Top 
Governance 
Issues for 2012

Governance Topics Requiring the Most Focus from Boards*

N = 101 companies for 2012 and 127 companies for 2008
* Respondents were asked how much focus their board has given to various governance topics over the 
past 12 months: a high degree of focus, moderate focus, very little focus or not applicable.

20082012

10 9020 30 40 50 60 70 80 100

52%

72%
Executive compensation

31%

67%Board’s role in corporate 
strategy discussions

19%

53%
CEO succession planning

31%

52%
Director recruitment

N/A

30%
Say on pay

As part of our annual index, we survey 
corporate secretaries and general counsel to 
gain insight into what’s on directors’ minds 
and to provide a more complete view of the 
most pressing governance issues and trends. 
As part of this survey, we have asked how 
much focus boards are giving to particular 
governance topics.

Executive compensation continues to be the 
top issue; 72% of our survey respondents 
ranked executive pay as the No. 1 governance 
topic for their board in the past 12 months. 
“Say on pay” was ranked a top issue by 30% 
of respondents.

The board’s role in corporate strategy also 
was a top concern, considered the biggest 
issue by 67% of respondents.

More than half of respondents indicated 
that CEO succession planning and director 
recruitment are issues requiring the most 
focus from their boards, significantly higher 
than in 2008. 

Another key focus for boards in 2012 
was addressing shareholder concerns or 
shareholder communications. Twenty-nine 
percent of respondents said shareholder 
concerns demanded significant attention, 
while 52% said this warranted moderate 
focus. Boards also are looking internally. 
Twenty-three percent of respondents said 
their boards have given a high degree of 
focus to board leadership structure, while 
18% said board diversity received a high 
degree of attention.
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s&p 500 boards: five-year and ten-year trends

2012 (a) 2007 (b) 2002 (c)
5–year % 
change

10–year % 
change Comments

Board composition

Average board size 10.7 10.8 10.9 –1% –2% Average board size has stabilized over past 10 years

Boards with 12 or fewer directors 86% 80% 68% 8% 26% Fewer boards have more than a dozen directors

Independent directors 84% 81% 79% 4% 6% Boards somewhat more independent than 10 years ago

Average age of independent directors 62.6 61 60.1 3% 4% Average age continues to increase

New independent directors

Total number 291 329 401 –12% –27% Board turnover has declined

Women 26% 19% 16% 37% 63% Women represent a larger share of new directors

Active CEO/chair/president/ 
COO/vice chair

25% 33% 41% –24% –39% Percentage of active CEOs as new directors has declined

Retired CEO/chair/president/ 
COO/vice chair

16% 14% 11% 14% 45% Retired CEOs emerge as attractive candidate pool

All other corporate executives 22% 21% 7% 5% 214% Significant increase in non-CEO directors in past 10 years

Women directors

Women as percentage of all directors 17% 16% 12% 8% 42% Female representation continues slow growth 

Boards with at least one woman director 91% 91% 82% 0% 11% 9% of boards still do not have any female directors

CEO profile

Average number of other corporate 
directorships

0.6 0.8 1.2 –25% –50% CEOs cut board commitments by half in past decade

Women CEOs 20 15 7 33% 186% Women continue to make strides into corner office

Boards where CEO is the only 
non-independent

59% 43% 31% 38% 92% CEOs are the only insiders on majority of boards

Average age 56.5 55.4 55.3 2% 2% Little change in average CEO age over time

Average tenure with company 17.2 14.2 15 21% 15% CEO company tenure edges up 

Chairman independence

CEO is also chairman 57% 65% 75% –12% –24%
Over time, more boards have moved to separate CEO  
and chair roles

Independent chairman 23% 13% n/a 70% n/a
Percentage of boards with truly independent director  
close to doubling in five years

Boards with lead or presiding director 92% 94% n/a –2% n/a Nearly all boards have a lead or presiding director

Board meetings  

Average number of board meetings 8.3 8.3 7.5 0% 3%
Average number of meetings unchanged over the  
past five years

Median number of board meetings 8 8 7 0% 14% Median increases by one meeting over the past decade

Retirement age

Boards with mandatory retirement age 73% 79% 55% –8% 33%
Fewer boards set a retirement age than five years ago;  
however majority of boards still set them

Boards with mandatory retirement age 
of 72+

85% 67% 36% 27% 136%
Among those that have a retirement age, many are opting to 
set at a later age

Boards with mandatory retirement age 
of 70

14% 31% 59% –55% –76% Fewer boards requiring retirement at 70
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change Comments
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of 72+
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2012 (a) 2007 (b) 2002 (c)
5–year % 
change

10–year % 
change Comments

Committee independence

Nominating/governance committee 100% 100% 75% 0% 33% Much more likely to be independent than a decade ago 

Audit committee 100% 100% 94% 0% 6% All members are independent

Compensation committee 100% 100% 94% 0% 6% Independent membership

Committee meetings

Average number of audit committee 
meetings

8.7 9.5 5 –8% 74%
Number of audit committee meetings has gone down since 
peak five years ago 

Average number of compensation 
committee meetings

6.4 6 n/a 7% n/a Scant change in compensation meetings in past five years

Audit committee chairmen

Active CEO/chair/president/vice chair 10% 18% 27% –44% –63% Percentage of active CEOs leading audit committees declines

Retired CEO/chair/president/vice chair 30% 24% 18% 25% 67% Percentage of retired CEOs serving as audit chair increases

Financial exec/CFO/treas/public acct exec 33% 23% 4% 43% 725% Financial background increasingly sought for audit chair

Nonemployee director compensation

Total average compensation $242,385 $211,179 (d) n/a 15% n/a Five-year increase of 15%

Average annual retainer (e) $96,649 $68,560 $39,538 41% 144% Growth in retainer has more than doubled over past decade 

Median annual retainer (e) $75,000 $55,000 $35,000 36% 114% Median retainer more than doubled over 10 years

Boards paying retainer of at least $70,000 64% 38% 9% 68% 611% Almost two-thirds of boards pay $70K or more

Boards paying board meeting fee 33% 52% 70% –37% –53% Percentage of boards paying meeting fee drops to one-third 

Average board meeting fee $2,224 $2,027 $1,596 10% 39% Slight increase in value for boards that pay meeting fees 

Boards offering stock option program for 
directors

25% 42% 77% –40% –68% Use of stock options continues decline

Boards paying equity in addition to 
retainer

76% 72% 42% 6% 81% Use of stock grants widespread 

Committee compensation

Boards paying committee chair retainer 92% 88% 55% 5% 67% Use of committee chair retainers continues to grow  

Average committee chair retainer $13,035 $10,358 $5,968 26% 118% Retainer value more than doubled in 10 years 

Boards paying committee member 
retainer

38% 31% 13% 23% 192%
Committee member retainers much more common  
than in 2002

Average committee member retainer $8,189 $6,468 $4,822 27% 70% Steady gains in average committee member retainer

Boards paying committee member 
meeting fees

33% 54% 64% –39% –48% Use of committee meeting fees continues decline

Average committee meeting fees $1,703 $1,550 $1,191 10% 43% Steady increase in average committee meeting fee 

(a) Data based on proxy year May 15, 2011 through May 15, 2012.

(b) Data based on proxy year June 1, 2006 through May 31, 2007.

(c) Data based on proxy year July 1, 2001 through June 30, 2002.

(d) 2007 represented the first proxy year average per-director total compensation was disclosed. 2007 figure based on disclosure in 385 proxies.

(e) Not including stock beyond retainer.
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board composition

2012 Snapshot

– Smallest intake of new independent directors in 10 years

– Nearly one-third of new independent directors are first-time directors

– One-quarter of newly appointed directors are active CEOs down from 41%

– 85% of boards set mandatory retirement age at 72 or higher

– 43% of boards split chairman and CEO roles; 23% have truly independent chairs

Board turnover continues to decline 

> The number of new appointees has dropped by 12% over the past five years and by 27%  
over the past 10 years.

> S&P 500 boards elected 291 new directors in the 2012 proxy year. This represents the 
smallest number of new appointees since 2001.

> The decline in the number of new director appointments in recent years may be attributed 
to rising retirement ages, fewer voluntary resignations due to lingering effects of economic 
uncertainty and less urgency to appoint new directors with Sarbanes-Oxley compliance 
requirements having been fulfilled in the mid-2000s.

First-timers and other corporate executives prove to be attractive director pool 

> 30% of the new independent directors are newcomers to outside public-company  
board service.

> One-quarter of new independent directors are active CEOs, COOs, chairmen, presidents  
and vice chairmen, down from 41% a decade ago.

> As active CEOs take on fewer boards, more companies are turning toward other corporate 
executives, both active and retired, to fill the boardroom. Division/subsidiary presidents  
and other line and functional leaders now make up 22% of all new directors, versus 7%  
a decade ago.
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Retired executives and those with financial and global experience also popular 

> Demand for director candidates with financial backgrounds saw a small uptick in the past 
year; 22% of new appointees have banking, finance, investment or accounting credentials, 
compared with 18% in 2011 and 19% five years ago.

> More new directors are retired. Overall, 62% of new independent directors are active 
executives or professionals and 38% are retired. In 2007, the split was 71% and  
29% respectively. 

> One-third of all new directors bring global experience, as defined by working in an 
international location.

> 74% are men and 26% are women, versus 84% and 16% 10 years ago.

> Of the new women directors, 18% are current/former CEOs and more than one-third are 
current or former corporate executives. Among men, about half of the incoming directors are 
current/former CEOs and 18% are division/subsidiary presidents or line/functional leaders.

New Independent Director Backgrounds Year 2012 by gender

2002 2007 2012 Men Women

CEO/chair/president/COO/vice chair 52% 47% 41% 49% 18%

Active 41% 33% 25% 31% 8%

Retired 11% 14% 16% 18% 10%

Other corporate executives 7% 21% 22% 18% 34%

Division/subsidiary	presidents 2% 5% 12% 9% 21%

Line	and	functional	leaders 5% 16% 10% 9% 13%

Financial backgrounds 21% 19% 22% 20% 27%

Financial	executives/CFO/treasurers 11% 8% 9% 6% 17%

Bankers/investment	bankers 3% 5% 3% 2% 6%

Investment	managers/investors 2% 5% 8% 9% 4%

Public	accounting	executives 5% 1% 2% 3% 0%

Academics/nonprofit 6% 7% 7% 5% 13%

Consultants 7% 2% 2% 2% 3%

Lawyers 5% 2% 1% 0% 1%

Others* 2% 2% 5% 6% 4%

N = 214 men and 77 women in 2012
*Mostly retired government and military officials, plus a few other retired executives.
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board composition

added perspective

Spencer Stuart Governance Survey: Recruiting new directors

> The composition of the board has continued to evolve as boards respond to new governance 
requirements and changing business demands. For this reason, we track the backgrounds of new 
directors and survey corporate secretaries about the expertise and backgrounds that are most  
in demand.

> Active CEOs and COOs are the highest in demand, with 58% of respondents saying they sought 
active executives for board seats. Executives retired from these roles also are in demand, although 
not to the same degree. 35% of respondents said their boards seek to recruit retired CEOs and 
COOs. Although demand is high for active and retired senior executives, the pool of candidates 
who fit these profiles is limited. They represented 25% and 16% of all new directors in 2012, 
respectively.   

> Another priority, according to our survey, is recruiting minority and women directors. Roughly half 
of respondents said they are looking for minority directors, but only 12% of the new independent 
directors in 2012 come from diverse ethnic backgrounds. 52% of respondents said their board 
would like to add female directors, while women represented 26% of new directors in 2012.

> Interest in adding international expertise increased from 39% in 2011 to 46% in 2012. Only 9% 
of new independent directors in 2012 are not U.S. nationals, but one-third have at least some 
international work experience.

> Financial and industry experience continue to be desired backgrounds for new directors. More 
than one-quarter of respondents said their boards are looking for directors with regulatory or 
governance expertise, and nearly the same number indicated that risk expertise is a priority.

Data in this and other sections labeled “Added Perspective” come from our governance survey, conducted
in	the	second	quarter	of	2012.	This	year,	we	heard	from	101	S&P	500	companies.	Respondents	include	
corporate secretaries, general counsel and chief governance officers.

Wish List for New Director Backgrounds or Expertise*

Active CEO/COO 58%

Retired CEO/COO 35%

Financial 49%

Industry specific 46%

International 46%

Regulatory/government 27%

Technology 26%

Risk 23%

Marketing 17%

Digital or social media 16%

Minorities 49%

Women 52%

N = 89 survey respondents
*Percentages add up to more than 100 as respondents could select more than one category.

72890_SSBI_Upfronts.indd  14 10/31/12  10:22 PM



15

Average board size unchanged, but fewer large boards

> The average board size has changed little in the past 10 years. On average, S&P 500 boards 
have 10.7 members today, versus 10.8 five years ago and 10.9 in 2002. However, the 
average does mask a general move to smaller boards. Today, 86% of boards have 12 or fewer 
members, compared with 68% of boards a decade ago. 

> CME Group continues to top the list of largest boards with 28 members. BlackRock has the 
next largest board, with 17 directors. 

> The smallest board — Microchip Technology — has just five directors, while seven others 
have six.

Percentage of independent directors stabilizing

> Overall, independent directors make up 84% of all board members, consistent with the past 
two years. The ratio of independent to non-independent directors is 5.3 to 1 versus 3.8 to 1 a 
decade ago.

> The CEO is the only non-independent director on 59% of S&P 500 boards, a slight increase 
from 57% in 2011. This number has nearly doubled in the past decade, from 31% in 2002 
and 43% in 2007. 

Annual director elections and majority voting becoming the standard

> 83% of boards now have declassified structures, a notable increase from 76% in 2011. The 
share of boards with one-year director terms has more than doubled from 40% a decade ago.

> Another area where governance practice has evolved is in the adoption of policies requiring 
directors who fail to secure a majority vote to offer their resignation. 84% of boards today now 
have such policies, up from 79% in 2011 and 56% in 2008, the first year we tracked the data. 

> While these policies are becoming commonplace, boards still retain the discretion to accept 
or decline a director’s resignation following his or her failure to receive a majority vote.

Board Size 20072012
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8 or fewer directors
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14%

13%
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57%

20%
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32%
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Boards continue to establish resignation policies for directors and CEOs

> The corporate governance guidelines for 85% of boards contain a policy whereby directors 
who experience changes in job circumstances or responsibilities must notify the chairman 
and/or the nominating committee and offer their resignation.

> 34% of boards require the CEO to submit his or her resignation from the board when the 
CEO’s employment with the company ends. In practice, this percentage may be significantly 
higher. In all cases, however, the board retains the discretion to accept or decline the 
resignation.

Restrictions on other corporate directorships more common

> Given the time and commitment required for effective board service, 74% of S&P 500 
companies now limit other corporate directorships for their board members, the same as 
last year but significantly more than 55% five years ago. Some companies limit the number 
of additional boards for all directors, while others do so only for directors fully employed by 
public companies.

> Of the 127 boards that do not specify any limits, 108 (85%) ask that directors notify the 
chairman in advance of accepting an invitation to join another company board and/or 
encourage directors to “reasonably limit” their other board service.

> Of the 286 boards that impose a numerical limit for all directors, 5% cap additional 
directorships at two boards, 30% at three boards, 41% at four boards and 24% at five or more. 
None limit other directorships to one.

> 76 boards place tighter restrictions on directors who are fully employed executives or CEOs 
of public companies — most often this cap is set at two outside boards.

> 45% of S&P 500 boards place limits on the number of other audit committee memberships 
their own audit committee members may serve, compared with 18% in 2007. Most of these 
put the maximum at two additional memberships.

Most directors serve on multiple corporate boards

> Independent directors have, on average, 2.1 outside corporate board affiliations. This is 
unchanged from last year. 

> 35% of independent directors have only one such affiliation, 32% have two and 21% have 
three. The remaining 12% have four or more.

board composition
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added perspective

Spencer Stuart Governance Survey:  
Limits on outside directorships for CEOs and other senior executives

> As the demands on both the CEO and the board have increased, some companies have moved 
to limit the outside board participation of senior executives and nonexecutive directors — a 
development that we have observed in our proxy analysis and governance survey.  

> 58% of respondents report some limit on the CEO’s outside board participation: 3% permit no 
outside directorships and 48% limit outside directorships to one or two. In our survey, 42% of 
respondents said there was no limit on outside board service for the CEO.

> 38% of companies restrict outside board service by other senior executives, restricting it 
altogether (7%) or limiting the number of outside boards to three or fewer (31%).

added perspective

Spencer Stuart Governance Survey:  
Limits on outside directorships for CEOs and other senior executives

> As the demands on both the CEO and the board have increased, some companies have moved 
to limit the outside board participation of senior executives and nonexecutive directors — a 
development that we have observed in our proxy analysis and governance survey.  

> 58% of respondents report some limit on the CEO’s outside board participation: 3% permit no 
outside directorships and 48% limit outside directorships to one or two. In our survey, 42% of 
respondents said there was no limit on outside board service for the CEO.

> 38% of companies restrict outside board service by other senior executives, restricting it 
altogether (7%) or limiting the number of outside boards to three or fewer (31%).

Limits on Outside Board Directorships

CEOs Other senior executives

No outside board service permitted 3% 7%

1 outside board 24% 20%

2 outside boards 24% 7%

3 outside boards 7% 4%

No limit 42% 62%

N = 98 for CEOs and 91 for other senior executives

Term limits remain uncommon 

> Just 4% of S&P 500 boards specify term limits for directors in their corporate governance 
guidelines. 65% explicitly say they do not have term limits, and 31% do not mention term 
limits at all.

> Of the 17 boards that do specify term limits (versus 19 last year), four set the cap at 15 years, 
four at 12 years and two at 10 years. Term limits on other boards range from nine to 30 years.

> As an alternative to establishing term limits, many boards report that they consider a 
director’s continuation on the board as part of the director’s annual performance evaluation 
and renomination process.

Boards aging

> The average age of all independent directors on S&P 500 boards continues to creep up. It is 
now 62.6, up from 61.0 in 2007 and 60.1 in 2002.

> A decade ago, 39% of boards had an average age of 59 or younger, compared with 16% of 
boards today. By contrast, only 14% of boards in 2002 had an average age of 64 or older, 
versus 38% today.
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> This is not a result of recruiting older directors. The average age of new independent 
directors has remained more stable over time. Among newly appointed independent 
directors, the average age is 56.7, roughly a year older on average than a decade ago (55.4). 
The youngest new director is 30, and the oldest is 75.

board composition

Average Age of Independent Directors

2012 2007 2002

Years   

Average age of all independent directors 62.6 61 60.1

Minimum average age among all boards 43 49 48

Maximum average age among all boards 72 75 72

Percentage of all S&P 500 boards with average age…

59 and younger 16% 28% 39%

60-63 46% 51% 47%

64 and older 38% 21% 14%

Retirement ages rising

> 73% of all S&P 500 boards — up from 55% in 2002 — set a mandatory retirement age for 
directors, yet many retain the discretion to make exceptions to the rule.

> Of the 354 boards that specify a retirement age, 22% now set it at 75 or older, 54% put it at 72 
and 14% put it at 70. The highest retirement age is 80.

> Ten years ago, just 2% of 268 boards pegged mandatory retirement at 75 or older, 32% put it 
at 72 and 59% at 70.

Mandatory Retirement Age

2012 2007 2002

69 and younger 0% 2% 4%

70 14% 31% 59%

71 1% 0% 1%

72 54% 52% 32%

73 5% 2% 2%

74 4% 2% 0%

75 and older 22% 11% 2%

N = Boards that have set a mandatory retirement age: 354 for 2012, 376 for 2007, 268 for 2002
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Director tenure stable

> The average tenure of directors among S&P 500 boards remained relatively unchanged at 
8.6 years, versus 8.7 last year.

> With the average tenure for sitting CEOs at 7.2 years — the same as last year — most 
directors will serve under two CEOs.

> 78% of all S&P 500 boards have an average tenure 10 years or less. Tenure is concentrated 
between six to 10 years for roughly two-thirds of boards.

 > The longest-serving director is at the 49-year mark.

Board Average Tenure

More than 15 years

11-15 years

6-10 years

5 years or less

64%

14%
18%

4%

Slight increase in women in the boardroom and corner office 

> Overall, women account for just over 17% of independent directors, up from 16% in 2007 
and 12% in 2002.

> 9% of S&P 500 boards still have no women, the same as last year; however, the average 
number of women on all boards increased slightly from 1.7 to 1.8. Boards without female 
representation are most likely to be information technology, energy or industrial companies. 

> 61% of S&P 500 companies have two or more women on the board, up from 55% in 2007 
and 38% in 2002. 20% have three or more.

> The number of women serving as CEOs increased to 20 this year, representing 4.1% of  
the 486 companies in the index and the largest number since we began tracking these data1.

> Companies led by women are more likely to have more women directors on their boards: all 
20 have at least two (including the CEO herself) and four have as many as five.

> In S&P 500 companies led by women, 29% of all directors are women; excluding the CEO, 
the percentage is 22%. In companies with a male CEO, the average is 17%.

1  As of each company’s most recent proxy released as of May 15, 2012. Several transitions have occurred since then.
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board composition

S&P 500 Female CEOs and Their Boards*

Company CEO Total  
directors

Women  
directors

Women  
directors as  
% of total

Archer-Daniels-Midland Company Patricia A. Woertz 10 2 20%

Avon Products Andrea Jung** 10 5 50%

Campbell Soup Company Denise M. Morrison 16 5 31%

The Dun & Bradstreet Corporation Sara Mathew 9 2 22%

E.I. du Pont de Nemours and Company Ellen J. Kullman 11 3 27%

Frontier Communications Corporation Mary Agnes Wilderotter 11 4 36%

Gannett Co. Gracia C. Martore 10 3 30%

Hewlett Packard Company Margaret C. Whitman 11 3 27%

International Business Machines Corporation Virginia M. Rometty 14 3 21%

International Game Technology Patti S. Hart 8 2 25%

KeyCorp Beth E. Mooney 14 5 36%

Kraft Foods Irene B. Rosenfeld 11 3 27%

Mylan Heather Bresch 11 2 18%

PepsiCo Indra K. Nooyi 12 4 33%

Sempra Energy Debra L. Reed 12 2 17%

The TJX Companies Carol Meyrowitz 10 3 30%

Ventas Debra A. Cafaro 11 2 18%

WellPoint Angela F. Braly** 11 5 45%

Xerox Corporation Ursula M. Burns 10 4 40%

Xylem Gretchen M. McClain 9 2 22%

Average % women directors for companies with female CEOs 29%***

Average % women directors for companies with male CEOs 17%
 *  Accurate as of each company’s most recent proxy released as of May 15, 2012.
 **  CEO has since been replaced.
 ***  Excluding the CEO, the average is 22%.
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Small decline in new minority directors added to boards

> Of the 291 new independent directors, 15 are African-American, 14 are Hispanic/Latino and 
seven are Asian. In other words, 12% of the new directors are minorities, a decline from 14% 
last year but consistent with the three prior years. 

> Most of the new minority directors this year are line and functional leaders (25%) and active 
CEOs, chairs, presidents or COOs (22%).

> Among the largest 200 of the S&P 500 companies, minorities account for 15% of all 
directors. Within these top 200 companies, 85% have at least one minority director, the same 
as five years ago, and 56% have two or more minorities on their boards. 

> While there has been a decline in the share of African-American directors, more boards have 
added Hispanic/Latino and Asian directors.

•	 Almost	9%	of	directors	are	African-American,	versus	about	10%	last	year.	74%	of	boards	
have at least one African-American director, down four percentage points since 2007.

•	 While	just	over	5%	of	directors	are	Hispanic/Latino,	47%	of	boards	now	have	at	least	
one Hispanic/Latino director, up from 35% in 2007.

•	 Only	2%	of	directors	are	Asian,	but	20%	of	boards	now	have	one	or	more	Asian	
directors, up from 11% in 2007.

Minorities as % of Directors at Top 200 Boards

Asian

Hispanic/Latino

African-American

All nonminorities

Non-U.S

9%

75%

5%
2%

9%
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Top 200 Boards with at Least One Minority Director 20072012

10 9020 30 40 50 60 70 80 100

85%

85%
All minorities combined

78%

74%
African-American

35%

47%
Hispanic/Latino

11%

20%
Asian

board composition

Minority-led companies only slightly more diverse than others

> Only six of the top 200 S&P 500 companies are led by African-Americans, Hispanics/Latinos 
or Asians, one more than last year.

> In these six companies, 22% of all directors are minorities. However, minority representation 
drops to 14% when the CEO is excluded. Among the top 200 companies with a nonminority 
CEO, minority directors represent 15% of the board.

Top 200 Minority-Led Companies and Their Boards*

Company CEO Total  
directors

Minority  
directors

Minority directors as % 
of total

The AES Corporation Andres R. Gluski 11 2 18%

Avon Products Andrea Jung** 10 3 30%

Express Scripts George Paz 13 2 15%

McDonald’s Corporation Donald Thompson 13 2 15%

Merck & Co. Kenneth C. Frazier 12 3 25%

Xerox Corporation Ursula M. Burns 10 3 30%

Average % of minority directors for companies with minority CEOs 22%***

Average % of minority directors for companies with nonminority CEOs 15%
*  Accurate as of each company’s most recent proxy released as of May 15, 2012. 

**  CEO has since been replaced.
***  Excluding the CEO, the average is 14%.
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International representation among boards inches up 

> Non-U.S. directors now account for nearly 9% of all board members among the top 200 S&P 
500 companies, versus 7% in 2007. Of this group, 16% were born in the U.K., 15% in India 
and 14% in Canada. The percentage of directors of Indian descent has continued to grow; 
Indians represented 14% of new directors last year and 9% in 2009.

> 57% of the top 200 S&P 500 companies have at least one director with a non-U.S. 
background, up from 50% in 2007.

Less than half of CEOs serve on outside boards

> CEOs hold an average of 0.6 other corporate directorships, the same as the past two years.  
A decade ago, CEOs served on an average of 1.2 outside corporate directorships.

> Put another way, only 46% of today’s S&P 500 CEOs serve on outside boards, down from 
52% in 2007.

> While the average age of directors keeps rising, the average age of CEOs has stayed within 
the 55- to 57-year range for more than a decade. The current average age is 56.5, unchanged 
from last year.

Continued shift toward separating CEO and chair roles

> As required by SEC regulations, all boards now discuss their leadership structure in their 
proxy statements, including the roles and responsibilities of the CEO and/or chairman and 
the rationale for separating or combining those roles.

> Only 18 companies — the same as last year — report having a formal policy requiring the 
separation of the CEO and chair roles; the majority of other companies decide on a case-by-
case basis.

> 14 boards transitioned to an independent chairman and eight boards transitioned from an 
independent chairman to a recombined chair/CEO over the past year.

> Currently, 207 S&P 500 companies split the CEO and chair roles. This represents 43% of the 
total, up from 35% in 2007.

> During the 2012 proxy season, 35 companies received shareholder proposals in favor of 
establishing a board governance policy requiring that the chairman be independent.

> 23% of boards (110) have a truly independent chair — compared with just 13% five years ago. 
This percentage has risen every year since 2004, when we first tracked this trend.

> Of the remaining 20% serving in a separate chairman role, most are former company CEOs 
or current executives.
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board composition

Chairman’s Relationship with the Company

Outside related director

Former CEO or current executive

Independent director

Current CEO

Chairman not listed/role in transition

1%

57%

18%
1%

23%

Sitting directors frequently tapped to serve as independent chair

> Of the 110 independent chairs, 55% are retired chairmen, vice chairmen, presidents or CEOs; 
active executives in these roles make up 9%. Just two active public-company CEOs serve as 
independent chairs of another company.

> Five of the independent chairmen are former CEOs of the companies they now chair. Over 
time, they have met the requirements for independence.

> 11% of the independent chairs are investors or investment managers (versus 16% last year) 
and 13% are other corporate executives, active or retired, unchanged from last year.

Independent Chairman Backgrounds

Active chair/vice chair/president/CEO

Investor/investment manager

Retired chair/vice chair/president/CEO

Banker/financial executive/
CFO/public accounting

Academic/nonprofit

Consultants/Others

4%

55%

13%

9%

11%

4%
4%

> The average tenure for those in the independent chairman role is just over four years. 26% 
of independent chairmen have served in this role for at least six years while 23% have been in 
the role for one year or less — not surprising given this is a relatively new trend. 

> 87% of the independent chairmen previously served as directors on the board before 
transitioning into the role. On average, they served for just under eight years as directors 
before becoming chairmen. 

Other corporate executive
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Nearly all boards have a lead or presiding director

> Only 3% of S&P 500 boards have not reported any form of independent board leadership — 
neither an independent chairman nor a lead/presiding director.

> Overall, 92% of boards, the same as last year, report having appointed a lead or presiding 
director. Of the 449, 58% have lead directors and 42% have presiding directors, including 
those identified as “chair” of executive sessions. Since we started tracking these data in 2004, 
the number of boards designating lead directors has more than doubled, from 114 to 259, 
while the number designating presiding directors has decreased by more than one-third, 
from 300 to 190.

> Among the 94 boards where the chairman is separate from the CEO but not independent, 
86 (91%) have identified a lead or presiding director.

> 82 (75%) of the boards that have an independent, nonexecutive chairman have indicated 
that person also serves as the lead/presiding director. Three boards identify an independent 
presiding director in addition to the independent chair.

Independent Chairman Tenure

Number of years in the role

N=110 independent chairmen

6-9

4-5

2-3

0-1

10 or more

7%
23%

20%

19%

31%
Average: 4.2 years

Lead versus Presiding Directors Presiding directorsLead directors

10 9020 30 40 50 60 70 80 100

2012

2007 60%40%

58% 42%
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> Among the 274 boards that disclosed how long their current lead or presiding director has 
been serving in the role, the average tenure is 3.2 years. 36% have held the role for less than 
two years, 45% for two to five years and 19% for more than five years.

> While the backgrounds of the lead and presiding directors are generally similar to those of 
independent chairmen, there are more active top executives (16%) serving in this role. 43% 
are retired chairmen, vice chairmen, presidents or CEOs, 12% are other corporate executives, 
both active and retired, and 10% are investors or investment managers.

Lead and Presiding Director Backgrounds

N = 423 lead or presiding directors identified by name

4%

43%

16%

10%

12%

4%

4%

3% 4%  Retired chair/vice chair/president/CEO

 Active chair/vice chair/president/CEO

 Active/retired other corporate executive

 Investor/investment manager

 Consultant

 Academic/nonprofit

 Lawyer

 Banker/investment banker

 Other

board composition
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Primary Responsibility  
for Board Activities

10 9020 30 40 50 60 70 80 100

Chairs meetings of independent directors

Acts as principal liaison between independent 
directors and CEO

Helps develop board agendas/ensures inclusion 
of critical issues

Determines quality, quantity and timeliness  
of information from management

Keeps directors informed between meetings

Interviews board candidates

Oversees board and director evaluations

Has the lead role in CEO evaluation

Determines committee membership

Represents board with the public/investors

Facilitates communication between board  
and investors

added perspective

Spencer Stuart Governance Survey: 
Board leadership roles and responsibilities

> 31% of respondents said their board has an independent chairman.

> A little more than half of the surveyed boards recently considered splitting the chairman and 
CEO roles. Of the 48 respondents who said the board decided not to split the roles, 26 (54%) 
concluded that the combined chair and CEO model is the best governance model, while others 
were satisfied with the status quo. Among boards that did recently separate the roles, CEO 
transition was the most commonly cited reason.

> A chair/CEO most often is responsible for being the public face of the board to investors and 
the public and tends to play a key role in developing the board agenda, ensuring the quality 
and timeliness of information from management and keeping directors informed between 
meetings.

> Lead directors and independent chairmen are likely to take a leadership role in chairing 
meetings of independent directors and serving as a liaison between independent directors and 
the CEO. Lead directors also participate in the development of board agendas and take a lead 
role in overseeing the evaluations of the CEO, the board and individual directors.

> 73% of survey respondents said the responsibility for selecting the lead director fell to the full 
board. 38% of respondents said their board does not set a term limit for the lead or presiding 
director. Among those with a term limit, a one-year term was the most common. 

68%25%
3%

3%2% 2%
68%25%

30% 13% 5% 21% 27%

38% 10% 5% 20% 18% 9%

54% 5% 31% 4%
3%3%

4%

4%

3%
5%17% 17% 25% 33%

3%
9% 41% 47%

3%
16% 41% 38%

2%

18% 9% 13% 57%
3%

3%
56% 6% 22% 5% 8%

1%
46% 4% 23% 7% 19%

Chairman/CEO (if combined)

Independent chairman

Non-independent chairman

CEO (if split)

Lead director

Other
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board organization and process

2012 Snapshot

– Boards meet an average of 8.3 times a year

– Number of active top executives serving as committee chairs continues to decline

– Increasing transparency around oversight of risk management and CEO succession 
planning

– Close to one-third of boards say they evaluate the full board, committees and 
individual directors

Boards meet roughly eight times a year 

> Boards met an average of 8.3 times in the 2012 proxy year, compared with 7.5 in 2002. This 
included regular as well as special meetings, both in person and by telephone.

> 29% of boards met at least 10 times.

Distribution of Board Meetings*

*Includes regular and special meetings, both in person and by telephone.

 5 or fewer meetings

 6-9

 10-12

 13 or more

20%

51%

13%

16%
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Standing committee structure average unchanged

> S&P 500 boards have an average of 4.2 standing committees; this has not changed at all over 
the past five years.

> 70% of boards have more than the three mandatory committees (compensation/HR, audit 
and nominating/governance). The most common additional committees are the executive 
committee (35%) and finance committee (34%). However, executive committees are far less 
common than they were a decade ago, when half of S&P 500 boards had them.

Number of Standing Committees

 3 or fewer committees

 4

 5

 6

 7 or more

30%

34%

11%

22%

3%

Prevalence and Independence  
of Standing Committees

% with this  
committee

% composed entirely of  
independent directors

2012 2002 2012 2002

Audit 100% 100% 100% 94%

Compensation/HR* 100% 100% 100% 94%

Nominating/Governance** 99% 77% 100% 75%

Executive 35% 50% 4% 2%

Finance 34% 32% 73% 57%

Public Policy/Social & Corporate Responsibility 12% 15% 79% 77%

Risk 8% n/a 62% n/a

Science & Technology 7% 4% 78% 71%

Environment, Health & Safety 7% 5% 84% 63%

Legal/Compliance 5% n/a 87% n/a

Strategy & Planning 4% 3% 47% 58%

Investment/Pension 3% 10% 79% 59%

Acquisitions/Corporate Development 1% n/a 57% n/a
 *  12 boards have a combined compensation and nominating committee. They are counted as separate committees for the purpose of this analysis.
 **   Includes three boards that have standing corporate governance committees in addition to their nominating committees. Controlled companies are not 

required to have nominating committees; there are 18 controlled companies this year.
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Responsibility for risk management varies

> Only six of the 486 boards in this year’s index did not report the board’s approach to risk 
management and oversight. 

•	 63%	of	boards	say	that	the	full	board	has	primary	responsibility	for	risk	oversight;	
however, all of these boards report they also delegate oversight responsibilities to the 
appropriate committee depending on the type of risk.

•	 Another	29%	charge	the	audit	committee	with	this	task,	a	number	we	believe	is	
understated.

•	 Only	8%	have	a	dedicated	risk	committee	or	a	combined	audit/risk	committee.

Audit committee meetings level off 

> Since peaking at 9.5 in 2006 and 2007, the average number of audit meetings has declined. 
This proxy year, audit committees met an average of 8.7 times, the same as last year.

> In 2007, 34% of audit committees convened 11 or more times; in 2012, 26% did.

> The highest number of audit committee meetings was 24; for compensation, the high was 
22, and for nominating/governance, the high was 14.

Distribution of Committee Meetings*

Audit  
committee

Compensation  
committee

Nominating/ 
governance committee

3 or fewer meetings 1% 7% 25%

4 4% 12% 29%

5 7% 23% 22%

6 10% 19% 13%

7 9% 14% 5%

8-10 43% 19% 6%

11-13 22% 4% 0%

14 or more 4% 2% 0%

Average 8.7 6.4 4.6

Median 8.5 6 4

Maximum 24 22 14
*Includes regular and special meetings, both in person and by telephone.

board organization and process
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Top executives fill largest share of committee chair roles

> 40% of all audit committee chairmen are retired or active company CEOs or other 
top leaders, down from 42% in 2007. The share of active top executives heading audit 
committees — now at 10% — has declined every single year since peaking at 28% in 2003.

> What we’re seeing instead are more active or retired CFOs, treasurers and financial 
executives, who now chair 23% of audit committees (up from 10% in 2006). Public 
accounting executives, investors/investment managers and other corporate executives have 
stepped into the chair role as well, and now account for 10%, 7% and 7% of committee 
chairs, respectively.

> Retired and active CEOs also serve most frequently as chairmen of compensation 
and nominating/governance committees. Together, these groups account for 63% of 
compensation chairmen and 45% of nominating/governance chairmen.

> Compensation committees are more likely to be chaired by active CEOs than the other two 
major committees — 20% versus 14% for nominating/governance and 10% for audit — but 
here, too, the share of active CEOs has fallen steadily in recent years and boards are relying 
more on retirees.

Committee Chairman Backgrounds*
% of chairmen

Audit  
committee

Compensation  
committee

Nominating/ 
governance  
committee

Retired chair/president/CEO 30% 43% 31%

Active chair/president/CEO 10% 20% 14%

Financial executive/CFO/treasurer 23% 1% 3%

Public accounting executive 10% 0% 0%

Investor/investment manager 7% 8% 10%

Other corporate executive 7% 13% 12%

Academic/nonprofit 5% 5% 9%

Consultant 4% 4% 8%

Banker/investment banker 3% 3% 4%

Lawyer 1% 1% 6%

Other 0% 2% 3%

Total number of boards  
reporting this information 

 
483

 
474

 
465

*Except where noted, all include both active and retired executives.
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added perspective

Spencer Stuart Governance Survey: Shareholder engagement

> CEO compensation and say on pay continue to be the top issues for shareholders, according to 
our survey. Those issues were noted as shareholder concerns by 27% and 21% of respondents, 
respectively.

> Other issues on the minds of many shareholders are board composition and board leadership, 
including board chair independence (20%), repeal of the classified board structure (18%) and 
director nominations (12%). 

> 60% of survey respondents said management or the board proactively reached out to the 
company’s large institutional investors and shareholders. When they did, the most common 
topics were say on pay (27%) and CEO compensation (20%), followed by director slate (10%) 
and chairman independence (10%). 

added perspective
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director nominations (12%). 

> 60% of survey respondents said management or the board proactively reached out to the 
company’s large institutional investors and shareholders. When they did, the most common 
topics were say on pay (27%) and CEO compensation (20%), followed by director slate (10%) 
and chairman independence (10%). 

Annual board evaluations have become standard

> Since we began tracking the types and pervasiveness of board evaluations in 2008, we 
have seen an increase in the percentage of boards conducting some form of annual board 
evaluation.

> Only 2% of S&P 500 boards — versus 10% in 2008 — do not conduct some kind of annual 
performance evaluation.

> Evaluation of individual directors is becoming more common: 36% of boards now do so, up 
from 34% last year.

> More than half now examine the full board plus individual committees, while 13% assess 
only the board as a whole.

> 31% of boards (up from 29% last year) review performance at every level: the full board, 
committees and individual directors.

> 97% of boards evaluate CEO performance on an annual basis, according to their corporate 
governance guidelines.

Board, Committee and Director Evaluations

N = 474 companies; 12 others did not mention evaluations in their proxies

 Full board and committees

 Full board, committees and directors

 Full board only

 Full board and directors

5%

51%

13%

31%

board organization and process
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added perspective

Spencer Stuart Governance Survey: Board evaluations

> 60% of survey respondents said their boards conduct a formal evaluation of the full board only; 
37% evaluate the full board and individual directors. Two respondents indicated that their boards 
do not conduct evaluations, and one said only individual directors are evaluated.

> A survey or questionnaire is the most widely used evaluation tool, particularly for full boards. 
Other tools used to assess individual directors and the full board include director interviews, peer 
evaluations and self-evaluations. 

> 18% engage a third party to facilitate evaluations of the board and/or individual directors. When 
they do, boards are most likely to turn to outside counsel, individual consultants, specialty board 
consulting firms and executive search firms.

Director Evaluation Tools

N = 87 responses for individual directors and 186 for full board; multiple responses allowed

Used for full boardUsed for individual directors

10 9020 30 40 50 60 70 80 100

48%

29%
Survey/questionnaire

20%

28%
Self-evaluation

20%

22%
Interviews with directors

6%

19%
Peer evaluation

Other(e.g., group discussion)
6%

2%
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added perspectiveadded perspective

Spencer Stuart Governance Survey: CEO succession planning

> A majority of survey respondents (71%) report having succession plans both for short-term 
or emergency transition needs and for long-term succession. 21% have plans for emergency 
situations only, while 3% said they only have a long-term succession plan. 5% said they have 
neither.

> Nearly two-thirds of the boards (65%) of responding companies make CEO succession a formal 
board agenda item annually, and one-third discuss succession more than once a year. 2% address 
succession less than once a year.

> Just over half indicated that the full board has primary responsibility for CEO succession planning 
(other than the CEO himself or herself). The nominating/governance committee has primary 
responsibility at 22% of responding companies, and the compensation committee at 16%. 

> Boards look to the CEO to play various roles in the process; most often, the CEO evaluates 
internal candidates and reports back to the board. The CEO drives the succession process at 
27% of responding companies and serves as counsel to the board/committee at 38% of the 
companies.

> Nearly three-quarters of boards (72%) actively involve human resources in CEO succession 
planning.

CEO Involvement in the Succession Process

Evaluates internal candidates and reports to board 61%

Serves as overall counsel to the board or committee handling succession 38%

Drives the process 27%

Involved at the same level as all other directors 17%

Other 1%

N = 101; multiple responses allowed

Preparing internal candidates

> Just under half of respondents (49%) said they have a formal process for reviewing internal 
succession candidates. Of those, 55% benchmark internal candidates against external 
candidates.

> To help prepare them for the CEO role, internal candidates make presentations to the board 
and regularly attend board meetings. Nearly 30% of respondents said internal candidates are 
encouraged to serve on an outside board as part of their preparation.

board organization and process
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added perspectiveadded perspective

Spencer Stuart Governance Survey: CEO succession planning

> A majority of survey respondents (71%) report having succession plans both for short-term 
or emergency transition needs and for long-term succession. 21% have plans for emergency 
situations only, while 3% said they only have a long-term succession plan. 5% said they have 
neither.

> Nearly two-thirds of the boards (65%) of responding companies make CEO succession a formal 
board agenda item annually, and one-third discuss succession more than once a year. 2% address 
succession less than once a year.

> Just over half indicated that the full board has primary responsibility for CEO succession planning 
(other than the CEO himself or herself). The nominating/governance committee has primary 
responsibility at 22% of responding companies, and the compensation committee at 16%. 

> Boards look to the CEO to play various roles in the process; most often, the CEO evaluates 
internal candidates and reports back to the board. The CEO drives the succession process at 
27% of responding companies and serves as counsel to the board/committee at 38% of the 
companies.

> Nearly three-quarters of boards (72%) actively involve human resources in CEO succession 
planning.

Candidate Preparation for CEO Role

Make presentations to the board 95%

Attend board meetings regularly 84%

Encouraged to take on outside directorships 27%

Formally rotated through various positions 18%

Mentored by board members 13%

Other* 10%

N = 101; multiple responses allowed
* For example, candidates are assigned positions with increasing responsibility (with a view to preparing them for potential succession), 
given developmental opportunities, stretch roles or special project assignments, and/or have formal development plans monitored by 
the CEO and board.

Evaluating internal candidates 

> How are boards getting to know internal candidates? Most commonly, directors get to 
know internal candidates through formal presentations to the board (97%) and company-
sponsored dinners and events (84%). 56% said directors get a chance to observe executives 
during company site visits and 19% set up individual meetings between board members and 
candidates.

Methods by Which Board Gets to Know CEO Candidates

Candidates make formal presentations to the board 97%

Formal board mentor assignments 5%

Required individual meetings between board members and candidates 19%

Board members observe executives during company site visits 56%

At company-sponsored events/dinners 84%

Other* 8%

 *For example, outside consultant assessments with CEO input and 360 reviews and developmental assessments.
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director compensation

2012 Snapshot

– Average director compensation package topped $242,000, up 4%

– Cash retainers grew by 9% last year

– More companies provided premium compensation for chair service 

– Continued shift from stock option grants to stock awards and from meeting fees to 
committee retainers

– More companies disclosed stock ownership guidelines

Average director compensation tops $242,000; continued shift toward stock awards

> Across all industries, the average all-inclusive compensation for S&P 500 directors now 
exceeds $242,000. This represents a 4% increase from last year’s average of $232,000.

> For S&P 500 boards with nine independent directors, the average annual price tag for board-
related compensation is approaching $2.2 million.

> 58% of director compensation is paid in equity, with stock awards accounting for 50% and 
option grants for 8%. Equity compensation is seen by many as a means of aligning directors’ 
interests with those of stockholders.

> Within the equity component, the shift from stock option grants to stock awards continues. 
76% of companies issue stock to directors in addition to retainers, up from 72% in 2007 and 
42% in 2002. Only 25% now offer stock options, versus 42% five years ago. 

> The cash component remains substantially unchanged from last year at 39% of total 
compensation.

> 72% of boards have deferred compensation plans, versus 70% last year.
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Breakdown of Director Compensation*

 *  Based on nonemployee director compensation tables in 485 proxies for 2012. Includes all board and committee retainers and meeting fees, 
nonexecutive chairman and lead/presiding director supplemental fees when applicable, the value of equity compensation and all other 
compensation paid to nonemployee directors in 2011. Retiring and new directors are included when paid compensation for at least three quarters 
of the year.

 **  Includes deferred compensation amounts.
 ***  Includes, for example, insurance premiums, charitable award programs and incremental cost to the company of products provided.

 Stock awards

 Option grants

 Cash fees**

 All other compensation***

3%

50%
39%

8%

Changes in Nonemployee  
Director Compensation

% of boards  
paying this type

Average  
paid

% of change  
in value

Type of compensation 2012 2007 2012 2007 2007–12

Board retainer 99%* 98% $96,649 $68,560 41%

Board meeting fee 33% 52% $2,224 $2,027 10%

Committee chair retainer 92% 88% $13,035 $10,358 26%

Committee member retainer 38% 31% $8,189 $6,468 27%

Committee member meeting fee 33% 54% $1,703 $1,550 10%

Stock option program 25% 42% $72,105** n/a n/a

Stock grants paid in addition to retainer 76% 72% $122,479*** n/a n/a
 *  Two boards do not pay a retainer. D.R. Horton pays directors $15,000 per board meeting (not to exceed $60,000) and Berkshire Hathaway pays 

$900 per in-person board meeting and $300 per telephonic board meeting.
 **  N = 59 companies disclosing dollar amounts.
 ***  N = 300 companies disclosing dollar amounts.
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Board retainers continue upward trend

> Annual retainers averaged $96,649, an increase of 9% from 2011. This comes on top of an 
11% increase from 2010 to 2011. The average annual retainer has increased by 41% in the 
past five years and by 144% over 10 years. 

> The median annual retainer is now $75,000, up from $55,000 five years ago and $35,000 a 
decade ago.

> 33% of boards pay $100,000 or more, versus 14% in 2007 and just 4% in 2002. The two 
highest retainers are $325,000 and $280,000; both of these companies pay the retainer 
partly in equity, and neither pay meeting fees.

> At the other end of the spectrum, 10% of boards pay retainers of less than $50,000, 
compared with 29% five years ago and 75% 10 years ago. Two companies provide no retainer; 
one of these pays $900 per in-person meeting and the other, $15,000 (not to exceed $60,000 
per year).

> Of the 244 companies that disclosed the timing of their retainer payments, 75% pay on a 
quarterly basis, 15% pay annually, 5% monthly and 5% semiannually.

Annual Board Retainers and Yearly Increases

2003

$80,000

$70,000

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

$0

$90,000

2004 2005 2006 2007 2008 2009 2010 2011 20122002

10%

14%

14%

12%

8%

9% 1%
5%

11%

9%

7%

$100,000
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One-third of boards pay meeting fees

> The shift to a simplified compensation structure continues, as fewer boards (33%) pay board 
meeting fees on top of retainers. This is down from 52% in 2007 and 70% in 2002.

> Of this group, 30% pay $1,500 per meeting and 35% pay $2,000. 18% pay between $2,000 
and $3,000 per meeting.

> The lowest board meeting fee remains at $750 and the highest at $15,000, but this is in lieu 
of a retainer and capped at $60,000 per year (four meetings).

> The average fee fell 3% last year to $2,224.

> Among the 158 boards that compensate directors for board meetings, 47 boards (30%) pay a 
lower fee for telephonic meetings. This fee averages $1,084, down 2% from last year but up 
9% from five years ago. Another three boards only pay a telephonic board meeting fee.

> Five boards also pay an additional fee for special, or unscheduled, board meetings, and 
another eight boards only pay meeting fees in the event of special meetings. The average fee 
for these 13 boards is $2,404.

> 3% pay a board meeting fee only when the number of meetings per year exceeds a pre-
defined level, ranging from four to 15.

Committee chair retainers continue to climb

> 92% of boards pay retainers to committee chairmen, up from 88% in 2007 and 55%  
in 2002.

> Of the 449 boards that pay retainers to committee chairmen, 86% pay a higher fee to the 
audit committee chair, unchanged from last year, and 45% pay more to the compensation 
committee chair, versus 40% in 2011. The difference in the retainers paid to audit and 
compensation committee chairs and other committee chairs continues to grow. Average 
audit and compensation chair retainers are 73% and 39% higher, respectively, than those 
paid to other committee chairmen.

> Committee chair retainers range from as low as $3,000 to a high of $65,000. Among boards 
that pay a different amount to the audit and/or compensation committee chair, the retainers 
range from $5,000 to $100,000 for the audit committee and $5,000 to $50,000 for the 
compensation committee. 
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Committee member retainers stay relatively flat

> 38% of boards, versus 37% last year, pay committee member retainers. Of that group, 88% 
pay retainers to audit committee members and 32% pay them to compensation committee 
members. This represents a significant increase from last year, when 24% of boards provided 
a retainer to compensation committee members.

> The average committee member retainer is $8,189, up 3% from last year.

> Average retainers are $11,503 for audit committee members and $10,915 for compensation 
committee members. These are 40% and 33% higher than the average amount paid to 
members of other committees, respectively.

> In the past few years, however, the average audit committee retainer has eased off its peak  
of $13,310 in 2007.

Committee Retainers
Average  

committee retainers
% of boards  

paying this type

2012 2007 2012 2007

Committee member retainer $8,189 $6,468 38% 31%

Compensation committee members $10,915 $10,464 32%* 14%

Audit committee members $11,503 $13,310 88%* 81%

Committee chair retainer $13,035 $10,358 92% 88%

Compensation committee chairs $18,079 $14,780 45%* 22%

Audit committee chairs $22,504 $18,149 86%* 78%
*Percentages equal more than 100 as boards pay retainers to multiple committees. 

Boards reduce use of committee meeting fees 

> Just 33% of boards pay committee meeting fees, down from 54% in 2007 and 64% in 2002.

> The median fee for all face-to-face committee meetings has remained at $1,500 since 2005. 
For audit and compensation committees, the median is still $2,000.

> Of the 161 boards that pay committee meeting fees, 27% pay a different amount for 
telephonic meetings, $884, on average ($1,125 for audit committee members).

> 13% of boards pay more for audit committee meetings: an average $2,212 versus $1,703 for 
other committees. The differential between audit and other committee meeting fees has
narrowed somewhat, from 38% last year to 30% today.

> All-inclusive committee chair retainers appear to be eliminating the need for separate
compensation for meeting attendance. Only 13 boards (3%) still pay meeting fees to all 
committee chairs. Of that group, seven boards (54%) pay higher meeting fees to audit
committee chairs. In these cases, the respective median fees are $2,500 and $5,000.

director compensation
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Equity Compensation % of S&P 500 boards

2012 2007 2002

Stock option program exists 25% 42% 77%

Equity paid in addition to retainer 76% 72% 42%

Equity paid as a part of retainer 21% 18% 23%

Director can elect to receive compensation  
in cash, stock or stock units

57% 61% 59% 

Director can elect to receive compensation  
in stock options

5% 7% 11% 

Retainer paid fully in stock 2% 3% 3%

Equity compensation shifts to stock grants 

> The number of boards disclosing their share ownership guidelines for directors keeps rising. 
This year the figure is 88%, up from 73% five years ago.

> Typically, these guidelines say that directors must own a certain number of shares or multiple 
of the retainer value within a specified number of years.

> Boards continue to phase out stock option plans for directors. Just one-quarter of S&P 500 
companies now offer option plans, down from a peak of 77% in 2002.

> In addition to paying a cash retainer, 76% of boards offer equity in the form of stock grants, 
up from 72% in 2007 and 42% in 2002. 21% pay equity as part of the retainer.

> Directors on 57% of boards may choose to receive their compensation in cash, stock or stock 
units. Only 5% allow stock options as an alternative. Just 2% pay the retainer fully in stock, 
the same as in previous years.

Boards compensate for time spent outside board or committee meetings 

> 23 companies (5%) disclose payment of special assignment fees in their proxy statements.
These fees average $1,655 and range from $1,000 to $4,000 per day.

> Special assignments are defined as significant time spent outside board or committee
meetings, for example, attending business sessions, visiting company facilities or 
participating in director education programs.
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Fees for independent chairmen see small increase; more boards compensate lead/presiding director 

> 94% of the S&P 500 boards that have independent chairmen pay those directors an 
additional fee averaging $168,155 and ranging from $20,000 to $765,000. The median fee 
rose by $5,000 to $150,000 since last year.

> Additional compensation for lead and presiding directors is becoming more common. Of  
the 449 boards with these roles, 54% now pay additional cash retainers, averaging $26,374,  
a slight increase over $26,126 in 2011. Just 32% paid such retainers in 2007.

> Fees for lead and presiding directors vary widely, ranging from a minimum of $5,000 to a 
maximum of $90,000. The median is $25,000, unchanged from last year.

> Retainers are more prevalent for lead directors (43%) than for presiding directors (11%).

Significant variations in regional compensation rankings

> Total average director compensation rose in all regions but the West, where it fell 3%.

•	 Nevertheless,	the	West	still	has	the	highest	average	per-director	compensation	of	any	
region, followed by the Southwest and the Northwest, where compensation jumped 20% 
to $251,177.

•	 Average	compensation	in	the	Southwest,	Northeast,	Southeast	and	Midwest	registered	
single-digit gains.

> The difference between the highest- and lowest-paying regions is nearly $69,000, compared 
with more than $90,000 in 2011.

> Average director compensation remains highest in companies with sales greater than  
$10 billion.

> Companies in the $2.5 billion to $10 billion sales range saw a 4% decrease in average 
compensation, while average compensation grew 12% among companies with sales greater 
than $10 billion.

Average Director Compensation by Region and by Sales

By region  By sales  

West $288,280 Less than $2.5 billion $231,228

Southwest $262,882 $2.5-10 billion $223,061

Northwest $251,177 Greater than $10 billion $261,634

Northeast $237,688

Southeast $229,120

Midwest $219,619
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Average Compensation per Nonemployee  
Director by Industry* % of total compensation

Industry Total average  
compensation

Cash 
 fees**

Stock awards Option 
grants

All other  
compensation***

Consumer discretionary $226,582 38% 49% 9% 4%

Consumer staples $240,073 39% 54% 5% 2%

Energy $301,562 34% 58% 5% 3%

Financials $214,852 44% 50% 3% 3%

Healthcare $269,962 36% 46% 13% 5%

Industrials $233,859 44% 48% 5% 3%

Information technology $285,925 31% 53% 15% 1%

Materials $225,097 44% 43% 8% 5%

Telecommunication services $236,244 44% 47% 6% 3%

Utilities $197,636 47% 49% 0% 4%

Average $242,385 39% 50% 8% 3%
 *  Based on nonemployee director compensation tables in 485 proxies for 2012. Includes all board and committee retainers and meeting fees, 

nonexecutive chairman and lead/presiding director supplemental fees when applicable, the value of equity compensation and all other 
compensation paid to nonemployee directors in 2011. Retiring and new directors are included when paid compensation for at least three quarters 
of the year.

 **  Includes deferred compensation amounts.
 ***  Includes insurance premiums, charitable award programs and the incremental cost to the company of products provided to directors.

Highest average director compensation among energy and information technology companies 

> Director compensation packages rose last year across all industries, with the exception of 
healthcare, which fell 4% from last year. Nevertheless, energy, information technology and 
healthcare companies remain at the top of the pay league, with packages nearing $286,000 
on average.

> Across all industries, cash fees as a share of total compensation remain in the 30-50% range, 
with information technology at the bottom and utilities at the top of the range.

> Stock awards account for half of the compensation value on average, ranging from 43% in 
materials to 58% in energy.

> On average across all industries, option grants account for 8% of compensation value.

> Compared with companies in other industries, energy and consumer staples companies 
pay the highest percentage of their total compensation in stock, at 58% and 54%. 
Information technology and healthcare companies had the highest proportion of stock 
options at 15% and 13%.
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Methodology: Based on the S&P 500 as of May 15, 2012. Company sales data obtained from Hoovers; industry/sector 
categories obtained from CapitalIQ. All remaining data were culled from the most recent proxies released as of May 15, 
2012. Total average compensation per nonemployee director is based on nonemployee director compensation tables 
included in 485 proxies. The number includes all board and committee retainers and meeting fees, supplemental non-
executive chairman and lead/presiding director fees, the value of equity compensation and all other compensation paid in 
2011. Retiring and new nonemployee directors are included when paid compensation for at least three quarters of 2011.

comparative board data
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consumer discretionary

Advertising

The Interpublic Group of 
Companies 7,014.6 9 8 63 74 8 100,000

c
    –     100,000 210,625 53% 47% 0% 0%

Omnicom Group 13,872.5 13 11 69 – 6 60,000
c,d

2,000 72,000 214,000 53% 47% 0% 0%

Apparel Retail

Abercrombie & Fitch Co. 4,158.1 9 7 63 75 9 55,000
c,d

    – 55,000 306,315 32% 68% 0% 0%

The Gap 14,549.0 10 9 60 72 7 70,000
c

    – 70,000 231,193 39% 53% 0% 8%

Limited Brands 10,364.0 10 7 70 – 8 140,000
e

    – 140,000 197,556 52% 48% 0% 0%

Ross Stores 8,608.3 8 6 63 – 5 150,000
e

1,500 157,500 185,086 46% 54% 0% 0%

The TJX Companies 23,191.5 10 8 59 75 10 50,000
c

1,500 65,000 232,403 42% 58% 0% 0%

Urban Outfitters 2,473.8 6 5 62 – 6 100,000
f

    – 100,000 307,200 33% 0% 67% 0%

Apparel, Accessories & Luxury Goods

Coach 4,158.5 7 6 58 – 6 60,000
c,d,f

    – 60,000 228,333 34% 33% 33% 0%

Fossil 2,567.3 11 8 65 – 5 40,000
c

1,500 47,500 153,828 38% 62% 0% 0%

Ralph Lauren Corporation 6,859.5 11 8 67 – 5 45,000
c,f

    – 45,000 157,226 40% 30% 30% 0%

V.F. Corporation 9,459.2 11 10 61 72 11 55,000
c,d,f

1,500 71,500 206,531 44% 27% 27% 2%

Auto Parts & Equipment

BorgWarner 7,114.7 12 10 63 72 4 75,000
c

1,500 81,000 98,951 74% 26% 0% 0%

Johnson Controls 40,833.0 11 10 63 72 7 240,000
d,e

    – 240,000 235,278 53% 47% 0% 0%

Automobile Manufacturers

Ford Motor Company 136,264.0 16 13 64 72 9 250,000
d,e,g

    – 250,000 229,507 88% 0% 0% 12%

Automotive Retail

AutoNation 13,832.3 10 8 56 – 14 50,000
f

    – 50,000 357,781 17% 0% 83% 0%

AutoZone 8,073.0 9 7 56 75 5 200,000
e,h 

    – 200,000 173,305 5% 95% 0% 0%

CarMax 10,003.6 12 11 62 – 4 50,000
c,f

1,500 56,000 181,725 43% 28% 28% 1%

O’Reilly Automotive 5,788.8 9 5 64 75 4 40,000
c

2,500 50,000 173,227 35% 36% 0% 29%

Broadcasting

CBS Corporation 14,245.0 14 9 71 – 9 100,000
c,d,f

    – 100,000 249,112 47% 40% 13% 0%

Discovery Communications 4,235.0 11 9 65 – 12 80,000
c,f

    – 80,000 229,705 46% 25% 25% 4%

Scripps Networks 
Interactive 2,072.0 12 11 61 70 13 40,000

c,d,f
2,500 72,500 243,913 37% 31% 32% 0%

Cable & Satellite

Cablevision Systems 
Corporation 6,700.8 17 7 72 – 9 60,000

c
2,000 78,000 193,388 43% 57% 0% 0%

Comcast Corporation 55,842.0 11 8 63 72 9 80,000
c,d

2,500 102,500 326,013 33% 35% 0% 32%

DIRECTV 27,226.0 10 9 64 – 4 200,000
d,e

    – 200,000 240,536 44% 50% 0% 6%

Time Warner Cable 19,675.0 12 11 63 – 13 90,000
c,d

    – 90,000 250,972 47% 53% 0% 0%

Casinos & Gaming

International Game 
Technology 1,957.0 8 7 57 – 8 150,000

c,d
    – 150,000 227,590 52% 21% 27% 0%

Computer & Electronics Retail

Best Buy Co. 50,705.0 12 9 57 75 4 75,000
c,d

    – 75,000 220,950 33% 67% 0% 0%

GameStop Corporation 9,550.5 10 6 58 72 9 55,000
c

    – 55,000 273,841 20% 23% 0% 57%
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Consumer Electronics

Harman International 
Industries 3,772.3 9 8 64 – 6 70,000

c
1,500 79,000 223,161 44% 56% 0% 0%

Department Stores

J.C. Penney Company 17,260.0 12 11 62 74 16 70,000
c,d

    – 70,000 240,752 24% 74% 0% 2%

Kohl’s Corporation 18,804.0 12 10 57 72 5 100,000
c,f

    – 100,000 224,618 56% 22% 22% 0%

Macy’s 26,405.0 10 9 62 72 7 60,000
c,d

    – 60,000 231,392 37% 52% 0% 11%

Nordstrom 10,877.0 11 8 67 72 7 60,000
c,d

    – 60,000 247,315 28% 68% 0% 4%

Sears Holdings Corporation 41,567.0 7 5 53 70 10 60,000     – 60,000 62,000 100% 0% 0% 0%

Distributors

Genuine Parts Company 12,458.9 13 9 64 72 4 50,000
c

1,250 55,000 162,347 33% 67% 0% 0%

Education Services

Apollo Group  4,733.0 13 8 56 – 8 50,000
c,f

2,000 66,000 355,896 25% 47% 28% 0%

DeVry 2,182.4 13 11 61 – 5 70,000
c

    – 70,000 187,878 46% 54% 0% 0%

Footwear

NIKE 20,862.0 12 9 60 72 5 60,000
f

2,000 70,000 199,142 40% 52% 0% 8%

General Merchandise Stores

Big Lots 5,202.3 9 8 62 70 5 45,000
c

1,500 52,500 198,250 47% 48% 0% 5%

Dollar Tree 6,630.5 11 8 61 – 6 125,000
d,i

    – 125,000 148,418 96% 0% 0% 4%

Family Dollar Stores 8,547.8 11 10 63 – 6 40,000
c

1,500 49,000 133,188 44% 56% 0% 0%

Target Corporation 69,865.0 11 10 57 72 5 245,000
d,e,f,i,j

    – 245,000 232,212 23% 54% 21% 2%

Home Furnishing Retail

Bed Bath & Beyond 9,499.9 9 6 61 – 7 50,000
c,d

    – 50,000 112,917 56% 44% 0% 0%

Home Furnishings

Leggett & Platt 3,636.0 12 9 64 72 5 175,000
d,e

    – 175,000 227,182 29% 63% 0% 8%

Home Improvement Retail

The Home Depot 70,395.0 10 9 60 72 8 280,000
d,e,g

    – 280,000 296,667 22% 78% 0% 0%

Lowe’s Companies 50,208.0 11 10 63 72 7 80,000
c,d

    – 80,000 228,983 39% 61% 0% 0%

The Sherwin-Williams 
Company 8,765.7 9 8 60 72 5 85,000

c,d
    – 85,000 199,733 46% 54% 0% 0%

Homebuilding

D.R. Horton 3,636.8 6 4 62 75 6 –
f

15,000
k

60,000 136,575 56% 0% 44% 0%

Lennar Corporation 3,095.4 8 7 68 – 5 50,000
d,e,f

3,000 65,000 122,582 6% 32% 8% 54%

PulteGroup 4,136.7 9 8 63 75 7 235,000
e

    – 235,000 239,188 41% 59% 0% 0%

Hotels, Resorts & Cruise Lines

Carnival Corporation 15,793.0 14 9 62 75 9 40,000
c

5,000 85,000 231,487 48% 52% 0% 0%

Marriott International 12,317.0 10 7 62 72 8 60,000
c,d

1,250 70,000 209,479 43% 54% 0% 3%

Starwood Hotels  
& Resorts Worldwide 5,624.0 10 9 59 72 5 80,000

c,e,f,h,l
    – 80,000 238,529 11% 59% 21% 9%

Wyndham Worldwide 
Corporation 4,254.0 7 6 62 75 6 210,000

c,d,e
    – 210,000 278,856 44% 44% 0% 12%

72890_SSBI_Table.indd  47 10/31/12  10:34 PM



number of 
directors

independent 
directors

board fees ($)  percentage of total 
compensation

co
m

pan
y sales 

($ in
 m

illio
n

s) 

to
tal

in
d

epen
d

en
t 

d
irecto

rs

averag
e ag

e

retirem
en

t ag
e

m
eetin

g
s per year

a

bo
ard

 retain
er

m
eetin

g
 

atten
d

an
ce fee

an
n

u
al bo

ard
 fees

b

cash

s
to

c
k

o
p
tio

n
s

a
ll o

th
e
r

averag
e co

m
pen

satio
n

 

per n
o

n
em

plo
yee 

d
irecto

r

Comparative Board Data

48

Household Appliances

Whirlpool Corporation 18,666.0 12 10 60 70 9 110,000
c

    – 110,000 232,828 51% 47% 0% 2%

Housewares & Specialties

Newell Rubbermaid 5,864.6 12 10 60 70 8 100,000
c,f

    – 100,000 220,985 55% 45% 0% 0%

Internet Retail

Amazon.com 48,077.0 10 9 61 – 4 100%
e,h,m 

    –
in stock

100% 561,871 0% 100% 0% 0%

Expedia 3,449.0 10 5 61 – 6 45,000
c,d

    – 45,000 409,018 29% 69% 0% 2%

NetFlix 3,204.6 7 5 55 – 13
in options 

100%
 f,m

    –
in options

100% 360,025 5% 0% 95% 0%

priceline.com 4,355.6 8 6 63 – 6 45,000
c

    – 45,000 251,712 26% 74% 0% 0%

TripAdvisor 484.6 10 4 43 – 0 50,000
c,d

    – 50,000 149,999 0% 100% 0% 0%

Leisure Products

Hasbro 4,285.6 13 12 62 72 8 85,000
c,d

    – 85,000 291,392 25% 62% 0% 13%

Mattel 6,266.0 12 10 58 72 7 100,000
c,d

    – 100,000 232,792 50% 43% 0% 7%

Motorcycle Manufacturers

Harley-Davidson 5,311.7 12 10 62 72 5 100,000
c,d

    – 100,000 207,917 52% 48% 0% 0%

Movies & Entertainment

News Corporation 33,405.0 15 8 55 – 6 240,000
e,g

    – 240,000 255,100 49% 51% 0% 0%

Time Warner 28,974.0 11 10 63 72 8 125,000
c,d,f

    – 125,000 250,789 50% 34% 16% 0%

Viacom 14,914.0 11 6 68 – 5 75,000
c,d,f

    – 75,000 251,057 43% 28% 28% 1%

The Walt Disney Company 40,893.0 10 9 58 – 5 100,000
c,d

    – 100,000 280,123 31% 65% 0% 4%

Publishing

Gannett Co. 5,240.0 10 9 58 – 10 45,000
c,d,f,i

2,000 65,000 148,253 30% 32% 38% 0%

The McGraw-Hill 
Companies 6,246.0 12 10 63 72 9 60,500

c,d
1,500 74,000 187,871 52% 48% 0% 0%

The Washington Post 
Company 4,214.8 10 8 66 75 5 80,000     – 80,000 88,500 100% 0% 0% 0%

Restaurants

Chipotle Mexican Grill 2,269.5 7 5 66 – 4 135,000
e

2,000 143,000 163,633 48% 52% 0% 0%

Darden Restaurants 7,500.2 12 10 60 73 5 85,000
c,d,i

    – 85,000 227,670 46% 44% 0% 10%

McDonald’s Corporation 27,006.0 13 12 63 – 8 100,000
c,d

    – 100,000 236,250 41% 55% 0% 4%

Starbucks Corporation 11,700.4 11 10 57 75 7 120,000
f,i

    – 120,000 252,341 15% 85% 0% 0%

Yum! Brands 12,626.0 11 9 62 72 6 170,000
c,e,f,h,l

    – 170,000 212,589 4% 78% 17% 1%

Specialized Consumer Services

H&R Block 3,774.3 10 9 57 75 11 140,000
e,g

2,000
n

160,000 185,354 39% 58% 0% 3%

Specialty Stores

Staples 25,022.2 12 11 59 72 4 75,000
c

    – 75,000 264,577 29% 71% 0% 0%

Tiffany & Co. 3,642.9 9 8 65 72 6 75,000
c,f

    – 75,000 230,229 37% 28% 27% 8%

Tires & Rubber

The Goodyear Tire & 
Rubber Company 22,767.0 10 8 62 72 7 115,000

c,d
    – 115,000 238,245 51% 45% 0% 4%

Total Consumer Discretionary

Average  10.6  8.4  61.5  72.6  7.0 97,250 101,474 226,582 38% 49% 9% 4%

Median  11.0  9.0  62.0  72.0  6.0 77,500 80,000 228,983
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consumer staples

Agricultural Products

Archer-Daniels-Midland 
Company 80,676.0 10 9 58 70 6 250,000

d,e
    – 250,000 255,794 41% 59% 0% 0%

Brewers

Molson Coors Brewing 
Company 3,515.7 12 7 59 – 9 100,000

c,d
    – 100,000 200,286 50% 50% 0% 0%

Distillers & Vintners

Beam 2,311.1 7 6 61 72 11 80,000
c

    – 80,000 219,968 48% 52% 0% 0%

Brown-Forman Corporation 2,586.0 11 5 62 71 6 38,000
c,d,o

5,000 68,000 159,724 55% 37% 8% 0%

Constellation Brands 2,654.3 8 6 62 70 6 60,000
c,f

2,500 75,000 205,500 44% 30% 26% 0%

Drug Retail

CVS Caremark Corporation 107,100.0 10 9 64 72 8 260,000
d,e

    – 260,000 294,124 25% 75% 0% 0%

Walgreen Co. 72,184.0 11 10 60 72 13 80,000
c,d

    – 80,000 267,495 41% 55% 0% 4%

Food Distributors

Sysco Corporation 39,323.5 11 9 66 – 6 100,000
c,d

    – 100,000 314,270 40% 59% 0% 1%

Food Retail

The Kroger Co. 90,374.0 14 12 64 72 5 75,000
c,f

    – 75,000 254,101 31% 54% 15% 0%

Safeway 43,630.2 9 7 61 72 7 175,000
d,e,g

    – 175,000 219,120 17% 83% 0% 0%

Whole Foods Market 10,107.8 11 9 59 – 6 34,668
f

6,377 72,930 139,438 58% 42% 0% 0%

Household Products

The Clorox Company 5,231.0 10 9 63 72 9 90,000
c,d

    – 90,000 212,250 45% 55% 0% 0%

Colgate-Palmolive Company 16,734.0 10 9 60 72 9 25,000
c,d,f,l

    – 25,000 304,044 16% 66% 16% 2%

Kimberly-Clark Corporation 20,846.0 12 11 61 72 6 85,000
c

    – 85,000 248,509 34% 59% 0% 7%

The Procter & Gamble 
Company 82,559.0 11 10 58 70 8 110,000

c,d
    – 110,000 283,378 41% 56% 0% 3%

Hypermarkets & Super Centers

Costco Wholesale 
Corporation 88,915.0 14 8 69 – 4 30,000

c
1,000 34,000 224,066 17% 83% 0% 0%

Wal-Mart Stores 446,950.0 16 11 58 75 4 60,000
c,d

    – 60,000 251,066 29% 70% 0% 1%

Packaged Foods & Meats

Campbell Soup Company 7,719.0 16 14 59 72 6 207,000
d,e

    – 207,000 247,000 50% 50% 0% 0%

ConAgra Foods 12,303.1 11 10 62 72 10 85,000
c

    – 85,000 257,621 32% 55% 11% 2%

Dean Foods Company 13,055.5 10 9 62 72 10 35,000
c,d,f

3,000 65,000 237,274 50% 25% 25% 0%

General Mills 14,880.2 13 12 65 72 6 75,000
c,d,f

    – 75,000 263,637 30% 34% 25% 11%

H.J. Heinz Company 11,649.1 12 11 64 72 8 85,000
c,d

    – 85,000 240,410 37% 63% 0% 0%

The Hershey Company 6,080.8 10 9 60 72 13 90,000
c,d

    – 90,000 214,797 47% 51% 0% 2%

Hormel Foods Corporation 7,895.1 12 10 58 72 6 70,000
c,d,f

    – 70,000 239,468 35% 47% 16% 2%

The J.M. Smucker Company 4,825.7 13 8 61 72 6 60,000
c,d

1,500 69,000 166,500 46% 54% 0% 0%

Kellogg Company 13,198.0 11 9 67 72 7 88,000
c,d

    – 88,000 239,164 40% 59% 0% 1%

Kraft Foods 54,365.0 11 10 59 75 14 110,000
c,d

    – 110,000 250,419 45% 50% 0% 5%

McCormick & Company 3,697.6 11 9 61 72 7 70,000
c,f

    – 70,000 214,342 40% 41% 19% 0%

Mead Johnson Nutrition 
Company 3,677.0 10 7 58 72 7 100,000

c
    – 100,000 248,065 46% 49% 0% 5%

Sara Lee Corporation 8,681.0 12 11 62 72 13 75,000
c,d

    – 75,000 228,928 38% 58% 0% 4%

Tyson Foods 32,266.0 9 7 59 70 5 80,000
c,d

    – 80,000 159,850 50% 50% 0% 0%
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Personal Products

Avon Products 11,291.6 10 9 63 72 14 190,000
d,e

    – 190,000 214,073 44% 54% 0% 2%

The Estee Lauder 
Companies 8,810.0 15 9 58 – 5 150,000

c,e,f
    – 150,000 236,903 37% 9% 54% 0%

Soft Drinks

The Coca-Cola Company 46,542.0 17 14 66 74 5 175,000
d,e,g

    – 175,000 195,358 30% 64% 0% 6%

Coca-Cola Enterprises 8,284.0 11 10 59 70 5 230,000
d,e,g

    – 230,000 246,263 49% 49% 0% 2%

Dr Pepper Snapple Group 5,903.0 11 9 62 70 8 100,000
c

    – 100,000 217,222 46% 54% 0% 0%

PepsiCo 66,504.0 12 11 62 72 11 100,000
c,d

    – 100,000 264,545 43% 57% 0% 0%

Tobacco

Altria Group 16,620.0 11 10 64 – 6 100,000
c,d

    – 100,000 287,685 44% 52% 0% 4%

Lorillard 6,466.0 9 8 61 – 7 225,000
e

    – 225,000 209,320 52% 48% 0% 0%

Phillip Morris International 31,097.0 12 10 64 – 6 115,000
c,d

    – 115,000 309,028 48% 52% 0% 0%

Reynolds American 8,541.0 13 10 60 72 8 60,000
c,d

1,500 72,000 349,065 39% 59% 0% 2%

Total Consumer Staples

Average  11.4  9.3  61.5  71.8  7.7 105,553 108,925 240,073 39% 54% 5% 2%

Median  11.0  9.0  61.0  72.0  7.0 88,000 88,000 239,468

energy

Coal & Consumable Fuels

Alpha Natural Resources 7,109.2 9 7 65 – 11 60,000
c,d

2,000 82,000 217,760 50% 48% 0% 2%

CONSOL Energy 6,117.2 10 9 66 – 8 95,000
c,d

    – 95,000 234,750 45% 55% 0% 0%

Peabody Energy Corporation 7,974.4 11 10 66 75 9 85,000
c,d

    – 85,000 222,574 46% 54% 0% 0%

Integrated Oil & Gas

Chevron Corporation 253,706.0 11 9 63 72 6 116,000
c,d,i

    – 116,000 301,568 31% 61% 7% 1%

Exxon Mobil Corporation 486,429.0 11 10 64 72 10 110,000
c

    – 110,000 288,958 36% 64% 0% 0%

Hess Corporation 37,871.0 13 10 71 – 9 75,000
c

2,000 93,000 277,954 45% 54% 0% 1%

Murphy Oil Corporation 27,745.5 11 9 64 72 7 60,000
c

2,000 74,000 373,330 33% 59% 0% 8%

Occidental Petroleum 
Corporation 24,119.0 11 9 64 75 6 60,000

c
2,000 72,000 753,917 14% 84% 0% 2%

Oil & Gas Drilling

Diamond Offshore Drilling 3,322.4 10 6 67 – 7 50,000
f

1,500 60,500 113,845 45% 0% 33% 22%

Helmerich & Payne 2,543.9 8 7 62 – 4 70,000
d,f

    – 70,000 115,141 63% 0% 37% 0%

Nabors Industries 6,136.9 7 6 66 72 4 50,000
c,i

    – 50,000 435,420 21% 78% 1% 0%

Noble Corporation 2,695.8 8 7 61 72 4 50,000
c,d,e

2,000 58,000 374,644 22% 78% 0% 0%

Oil & Gas Equipment and Services

Baker Hughes 19,831.0 12 8 67 72 5 75,000
c,f

    – 75,000 259,792 28% 54% 18% 0%

Cameron International 
Corporation 6,959.0 10 8 62 72 16 50,000

c,d
2,500 90,000 356,000 30% 70% 0% 0%

FMC Technologies 5,099.0 12 11 65 72 5 60,000
c,d

    – 60,000 286,499 28% 70% 0% 2%

Halliburton Company 24,829.0 11 10 63 72 17 100,000
c,d

    – 100,000 346,826 31% 46% 0% 23%

National Oilwell Varco 14,658.0 8 7 58 70 5 55,000
c,f

1,500 62,500 256,831 35% 31% 32% 2%

Schlumberger Limited 39,669.0 12 11 61 70 7 100,000
c,d

    – 100,000 321,073 37% 62% 0% 1%
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Oil & Gas Exploration and Production

Anadarko Petroleum 
Corporation 13,967.0 12 10 59 72 6 70,000

c,d
2,000 82,000 369,370 28% 68% 0% 4%

Apache Corporation 16,888.0 12 11 67 – 7 150,000
c,d,l

    – 150,000 352,738 43% 57% 0% 0%

Cabot Oil & Gas 
Corporation 979.9 7 6 67 73 6 65,000

c
    – 65,000 227,765 28% 70% 0% 2%

Chesapeake Energy 
Corporation 11,635.0 8 7 65 80 12 150,000

c
    – 150,000 463,017 33% 67% 0% 0%

Denbury Resources 2,309.3 10 8 60 70 16 60,000
c,d

2,000 92,000 257,042 45% 50% 0% 5%

Devon Energy Corporation 11,454.0 8 6 62 73 4 50,000
c,f

2,000 58,000 346,229 24% 46% 30% 0%

EOG Resources 10,126.1 7 6 61 80 4 140,000
c,d,f

    – 140,000 421,144 34% 33% 33% 0%

EQT Corporation 1,639.9 11 10 62 74 7 50,500
c,d

1,500 61,000 218,011 35% 51% 0% 14%

Marathon Oil Corporation 15,282.0 8 7 59 72 12 150,000
c

    – 150,000 306,000 52% 46% 0% 2%

Newfield Exploration 
Company 2,471.0 11 10 64 72 5 75,000

c
    – 75,000 206,663 27% 73% 0% 0%

Noble Energy 3,763.0 9 8 60 70 11 75,000
c,f

2,000 97,000 318,188 38% 34% 26% 2%

Pioneer Natural Resources 
Company 2,786.6 11 10 62 – 11 250,000

e 
    – 250,000 257,087 0% 100% 0% 0%

QEP Resources 3,159.2 7 5 62 72 4 70,000
c

    – 70,000 270,348 39% 61% 0% 0%

Range Resources 
Corporation 1,218.7 9 7 66 – 8 45,000

c,d,f
1,000 53,000 319,138 20% 42% 38% 0%

Southwestern Energy 
Company 2,952.9 10 7 69 75 9 50,000

c,f
1,500 63,500 264,817 35% 31% 31% 3%

Oil & Gas Refining and Marketing

Marathon Petroleum 
Corporation 78,759.0 10 9 65 72 7 150,000

c
    – 150,000 161,278 55% 45% 0% 0%

Sunoco 46,916.0 9 8 62 72 10 230,000
d,e

    – 230,000 257,173 42% 53% 0% 5%

Tesoro Corporation 30,303.0 9 8 63 75 6 220,000
d,e,g

    – 220,000 266,124 54% 46% 0% 0%

Valero Energy Corporation 125,987.0 12 11 66 75 6 115,000
c

    – 115,000 313,450 39% 61% 0% 0%

Oil & Gas Storage and Transportation

Spectra Energy Corporation 5,351.0 11 10 65 74 7 150,000
e

2,500 167,500 217,401 58% 41% 0% 1%

The Williams Companies 7,930.0 11 10 63 75 14 110,000
c

    – 110,000 285,020 57% 40% 0% 3%

Total Energy

Average  9.9  8.4  63.7  73.0  8.0 96,064 102,615 301,562 34% 58% 5% 3%

Median  10.0  8.0  64.0  72.0  7.0 75,000 90,000 285,020

financial

Asset Management & Custody Banks

Ameriprise Financial 10,239.0 9 8 65 75 8 195,000
d,e,g

    – 195,000 242,435 46% 47% 0% 7%

The Bank of New York 
Mellon Corporation 15,334.0 12 11 65 72 12 75,000

c,d
    – 75,000 229,142 47% 48% 0% 5%

BlackRock 9,081.0 17 11 66 73 9 75,000
c,d,e

1,500 88,500 217,222 9% 91% 0% 0%

Federated Investors 901.4 6 3 65 73 6 50,000
c

    – 50,000 108,950 63% 37% 0% 0%

Franklin Resources 7,140.0 11 8 64 75 5 85,000
c,d

    – 85,000 187,600 38% 62% 0% 0%

Invesco 4,092.2 11 9 67 73 10 120,000
c

    – 120,000 259,968 63% 37% 0% 0%

Legg Mason 2,662.6 14 13 63 72 6 50,000
c,l

    –
p

52,000 189,990 42% 58% 0% 0%

Northern Trust Corporation 4,169.4 11 10 66 72 7 90,000
c,d

    – 90,000 188,829 52% 48% 0% 0%
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Asset Management & Custody Banks (c0ntinued)

ProLogis 909.2 11 9 62 72 9 84,000
c

    – 84,000 203,000 36% 64% 0% 0%

State Street Corporation 10,274.0 12 11 63 72 11 75,000
c,d

1,500 91,500 285,196 38% 58% 0% 4%

T. Rowe Price Group 2,747.1 10 7 67 72 7 75,000
c,d,f,j

    – 75,000 261,102 38% 42% 16% 4%

Consumer Finance

American Express Company 32,282.0 12 9 64 72 9 90,000
c,d

    – 90,000 284,634 38% 53% 0% 9%

Capital One Financial 
Corporation 18,525.0 10 9 62 70 14 70,000

c,i
    – 70,000 295,645 39% 58% 0% 3%

Discover Financial Services 8,550.3 11 10 60 72 10 75,000
c

    – 75,000 217,484 43% 57% 0% 0%

SLM Corporation 5,756.0 15 14 68 75 8 181,000
e,f

    – 181,000 205,431 39% 29% 28% 4%

Diversified Banks

Comerica 2,601.0 9 8 55 70 7 45,000
c,d

1,500 55,500 144,772 55% 45% 0% 0%

U.S. Bancorp 21,399.0 14 13 64 72 9 90,000
c,d

    – 90,000 249,393 41% 59% 0% 0%

Wells Fargo & Company 87,597.0 15 14 63 70 13 75,000
c,d

2,000 101,000 294,628 51% 48% 1% 0%

Diversified REITs

Vornado Realty Trust 3,222.8 11 9 72 – 6 60,000
c

1,000 66,000 160,263 57% 43% 0% 0%

Insurance Brokers

Aon Corporation 11,287.0 11 10 64 – 8 95,000
c,d

    – 95,000 228,302 43% 52% 0% 5%

Marsh & McLennan 
Companies 11,526.0 13 12 62 75 13 100,000

c,d
    – 100,000 219,000 54% 46% 0% 0%

Investment Banking & Brokerage

The Charles Schwab 
Corporation 4,884.0 10 8 69 – 7 85,000

c,d,f,i
    – 85,000 232,579 44% 28% 27% 1%

E*TRADE Financial 
Corporation 2,349.0 12 11 59 70 16 50,000

c
2,500 90,000 213,500 77% 23% 0% 0%

The Goldman Sachs Group 36,793.0 10 8 63 75 15 75,000
c,e,h 

    – 75,000 434,408 0% 100% 0% 0%

Morgan Stanley 39,310.0 13 10 64 72 15 75,000
c,d

    – 75,000 347,417 26% 74% 0% 0%

Life & Health Insurance

AFLAC 22,171.0 14 10 65 75 5 100,000
c,d,f,i,j

3,000 115,000 203,064 60% 12% 26% 2%

Lincoln National 
Corporation 10,636.0 11 10 66 75 5 207,000

d,e,f
    – 207,000 230,537 39% 43% 18% 0%

MetLife 70,262.0 13 12 62 72 11 260,000
e

    – 260,000 275,806 57% 41% 0% 2%

Principal Financial Group 8,709.6 11 10 61 72 11 205,000
d,e

2,500 232,500 225,525 58% 42% 0% 0%

Prudential Financial 49,045.0 13 11 65 74 11 240,000
d,e

    – 240,000 250,379 52% 48% 0% 0%

Torchmark Corporation 3,377.4 10 9 64 74 4 170,000
c,d,e,f,i

    – 170,000 179,736 47% 47% 6% 0%

Unum Group 10,278.0 11 10 65 72 15 80,000
c,d

    – 80,000 243,656 49% 49% 0% 2%

Multi-Line Insurance

American  
International Group 64,237.0 13 12 62 75 15 150,000

c,d
    – 150,000 258,910 81% 19% 0% 0%

Assurant 8,272.8 11 10 61 73 7 64,000
c,d

    – 64,000 194,824 56% 41% 0% 3%

Genworth Financial 10,344.0 8 7 64 73 11 190,000
d,e,g

    – 190,000 210,833 28% 66% 0% 6%

The Hartford Financial 
Services Group 21,859.0 9 8 63 75 9 65,000

c,d
2,500 87,500 278,260 45% 54% 0% 1%

Loews Corporation 14,127.0 13 10 67 – 5 100,000
f

    – 100,000 166,525 67% 0% 33% 0%

Multi-Sector Holdings

Leucadia National 
Corporation 1,570.8 8 6 71 – 10 75,000

f
750 82,500 127,989 79% 0% 21% 0%
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Office REITs

Boston Properties 1,759.5 10 8 63 75 8 60,000
c,d

1,500 72,000 182,272 54% 46% 0% 0%

Other Diversified Financial Services

Bank of America 
Corporation 115,074.0 12 10 64 72 18 80,000

c,d
    – 80,000 280,151 35% 63% 0% 2%

Citigroup 102,587.0 12 10 65 72 22 75,000
c,d

    – 75,000 280,625 47% 53% 0% 0%

JPMorgan Chase & Co. 110,838.0 11 10 62 70 11 75,000
c,d

    – 75,000 259,550 35% 65% 0% 0%

Property & Casualty Insurance

ACE Limited 16,834.0 12 11 64 70 6 220,000
d,e

    –
q

223,000 279,535 25% 72% 0% 3%

The Allstate Corporation 32,654.0 12 11 64 72 8 90,000
c,d,g

    – 90,000 241,633 38% 62% 0% 0%

Berkshire Hathaway 143,688.0 12 8 69 – 5 – 900 4,500 4,640 100% 0% 0% 0%

The Chubb Corporation 13,585.0 11 10 63 72 8 60,000
c,d

2,000 76,000 224,180 52% 45% 0% 3%

Cincinnati Financial 
Corporation 3,803.0 14 9 58 73 5 25,000

c
4,500 47,500 159,535 51% 45% 0% 4%

The Progressive Corporation 15,508.1 10 9 63 80 9 190,000
e,h 

    – 190,000 211,626 0% 99% 0% 1%

The Travelers Companies 25,446.0 12 11 63 72 8 100,000
c,d

    – 100,000 262,176 43% 57% 0% 0%

XL Capital 6,696.8 11 10 65 – 5 100,000
c,f

    – 100,000 255,953 51% 47% 2% 0%

Real Estate Services

CBRE Group 5,905.4 10 9 67 75 4 75,000
c,d

    – 75,000 120,810 42% 37% 21% 0%

Regional Banks

BB&T Corporation 9,998.0 15 11 63 70 9 55,500
c,f

1,500 69,000 138,315 60% 23% 17% 0%

Fifth Third Bancorp 6,673.0 14 13 62 70 11 50,000
c,d

1,500 66,500 220,255 57% 41% 0% 2%

First Horizon National 
Corporation 1,618.4 11 10 58 72 6 45,000

c
2,000 57,000 186,671 56% 25% 0% 19%

Huntington Bancshares 2,950.8 11 9 60 – 8 35,000
c,d

2,000 51,000 149,628 60% 40% 0% 0%

KeyCorp 4,697.0 14 12 58 70 10 35,000
c,d

1,500 50,000 139,273 50% 50% 0% 0%

M&T Bank Corporation 4,375.0 14 10 68 70 11 85,000
d

2,000 107,000 108,267 43% 57% 0% 0%

The PNC Financial  
Services Group 15,820.0 15 14 67 72 16 55,000

c,d
1,500

r
76,000 264,369 43% 45% 0% 12%

Regions Financial 
Corporation 6,395.0 16 14 63 72 15 120,000

d,e
1,500 142,500 192,923 64% 36% 0% 0%

SunTrust Banks 9,602.0 14 13 65 72 8 60,000
c

    – 60,000 218,111 44% 55% 0% 1%

Zions Bancorporation 2,686.8 10 8 64 72 12 35,000
c,d

1,500 53,000 146,944 51% 48% 0% 1%

Residential REITs

Apartment Investment and 
Management Company 1,079.6 7 6 65 – 5 100%

e,h,m 

1,000
plus stock 

5,000 175,357 12% 88% 0% 0%

AvalonBay Communities 968.7 9 7 64 72 10 60,000
c,d

    – 60,000 230,299 20% 58% 0% 22%

Equity Residential 1,989.5 11 9 57 72 13 142,500
d,e,f

    – 142,500 150,553 42% 29% 29% 0%

Retail REITs

Kimco Realty Corporation 916.3 9 7 69 – 7 50,000
c,d,f

    – 50,000 203,777 40% 48% 12% 0%

Simon Property Group 4,306.4 10 7 65 – 9 70,000
c

2,000 88,000 206,563 58% 42% 0% 0%

Specialized Finance

CME Group 3,280.6 28 21 59 – 10 100,000
d,e

1,500 115,000 150,458 48% 52% 0% 0%

IntercontinentalExchange 1,327.5 11 10 63 75 18 60,000
c,d

    – 60,000 310,546 25% 58% 0% 17%

Moody’s Corporation 2,280.7 9 8 64 – 6 75,000
c

    – 75,000 224,169 41% 59% 0% 0%

The Nasdaq OMX Group 3,438.0 11 9 59 – 25 80,000
c,d

1,500 117,500 256,983 39% 61% 0% 0%

NYSE Euronext 4,552.0 16 14 65 – 26 150,000
e

    – 150,000 190,227 45% 47% 0% 8%
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Specialized REITs

HCP 1,725.4 8 7 67 – 7 75,000
c,d

    – 75,000 201,096 39% 61% 0% 0%

Health Care REIT 1,421.2 10 8 62 – 6 80,000
c

    –
s

83,000 184,546 48% 52% 0% 0%

Host Hotels & Resorts 4,998.0 8 6 65 – 5 150,000
d,e

    – 150,000 207,219 41% 36% 0% 23%

Plum Creek Timber 
Company 1,167.0 10 9 64 – 4 60,000

c,d
2,000 68,000 173,730 52% 48% 0% 0%

Public Storage 1,752.1 8 5 61 70 6 40,000
f

    – 40,000 111,671 47% 0% 53% 0%

Ventas 1,765.0 11 8 64 75 12 75,000
c,d,f

    –
t

81,000 206,563 52% 26% 22% 0%

Thrifts & Mortgage Finance

Hudson City Bancorp 2,281.6 9 7 68 75 15 50,000
c

1,500 72,500 248,482 47% 22% 22% 9%

People’s United Financial 1,359.7 10 7 68 – 13 24,000
c

950 36,350 190,598 48% 52% 0% 0%

Total Financial

Average  11.6  9.7  63.9  72.6  9.9 92,377 97,908 214,852 44% 50% 3% 3%

Median  11.0  10.0  64.0  72.0  9.0 75,000 82,750 213,500

healthcare

Biotechnology

Amgen 15,582.0 14 12 65 72 7 55,000
c,f

3,000 76,000 281,178 32% 35% 25% 8%

Biogen Idec 5,048.6 12 11 58 75 11 50,000
c

2,500 77,500 405,314 25% 73% 0% 2%

Celgene Corporation 4,842.1 9 8 66 – 6 75,000
c,f

    – 75,000 447,136 27% 40% 33% 0%

Gilead Sciences 8,385.4 12 10 65 – 11 75,000
c,d,f

    – 75,000 410,873 29% 36% 35% 0%

Healthcare Technology

Cerner Corporation 2,203.2 8 6 67 75 4 66,000
c

    – 66,000 298,356 25% 75% 0% 0%

Healthcare Distributors

AmerisourceBergen 
Corporation 80,217.6 9 8 64 75 5 60,000

c,d,f,i
3,000 75,000 225,813 32% 24% 44% 0%

Cardinal Health 102,644.2 12 11 60 72 7 90,000
c

    – 90,000 209,115 39% 61% 0% 0%

McKesson Corporation 122,734.0 9 8 66 75 8 75,000
c

1,500 87,000 260,126 34% 58% 0% 8%

Patterson Companies 3,535.7 11 8 63 – 4 35,000
c,f

1,500 41,000 120,164 35% 65% 0% 0%

Healthcare Equipment

Baxter International 13,893.0 11 10 65 72 8 65,000
c,f

2,000 81,000 239,248 48% 28% 22% 2%

Becton, Dickinson  
and Company 7,828.9 14 12 64 72 6 81,000

c,d
    – 81,000 232,023 35% 65% 0% 0%

Boston Scientific 
Corporation 7,622.0 10 7 61 – 9 75,000

c,d
    – 75,000 239,321 38% 62% 0% 0%

C.R. Bard 2,896.4 12 10 63 73 6 50,000
c,d

1,650 59,900 250,131 36% 35% 0% 29%

CareFusion Corporation 3,528.0 9 8 61 – 10 100,000
c

    – 100,000 232,500 46% 54% 0% 0%

Covidien 11,574.0 10 8 60 72 7 100,000
c

    – 100,000 239,933 43% 56% 0% 1%

Edwards Lifesciences 
Corporation 1,678.6 8 7 67 – 5 40,000

c,d,f,i
    – 40,000 252,888 8% 88% 4% 0%

Hospira 4,057.1 10 9 64 72 8 65,000
c,d

    – 65,000 248,727 40% 60% 0% 0%

Intuitive Surgical 1,757.3 9 7 62 – 4 50,000
f

    – 50,000 355,905 17% 0% 83% 0%

Medtronic 16,184.0 11 10 62 72 11 80,000
c,f

    – 80,000 191,361 48% 42% 10% 0%

St Jude Medical 5,611.7 8 7 62 75 5 60,000
d,f

2,000 70,000 250,859 35% 65% 0% 0%

Stryker Corporation 8,307.0 8 7 58 – 9 60,000
c,f

    – 60,000 308,542 44% 30% 26% 0%
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Healthcare Equipment (c0ntinued)

Varian Medical Systems 2,596.7 9 7 60 – 6 45,000
c,d,f

2,000 57,000 302,480 28% 33% 39% 0%

Zimmer Holdings 4,451.8 8 7 59 70 8 50,000
c,d,e,g,i

1,500 62,000 255,060 35% 65% 0% 0%

Healthcare Facilities

Tenet Healthcare 
Corporation 8,854.0 9 8 66 75 13 75,000

c
2,000 101,000 304,251 52% 48% 0% 0%

Healthcare Services

DaVita 6,982.2 9 8 59 75 13 24,000
c,e,f

8,000 128,000 412,601 8% 23% 69% 0%

Express Scripts 46,128.3 13 12 62 75 14 30,000
c,f

2,000 58,000 268,670 25% 25% 50% 0%

Laboratory Corporation of 
America Holdings 5,542.3 10 9 63 70 10 90,000

c
    – 90,000 233,247 35% 31% 32% 2%

Quest Diagnostics 7,510.5 9 8 65 – 15 35,000
c,d,f,i

1,500 57,500 304,092 27% 37% 36% 0%

Healthcare Supplies

DENTSPLY International 2,537.7 11 10 63 75 7 40,000
c,d,f

1,500
u

49,500 181,948 35% 19% 46% 0%

Life Sciences Tools & Services

Agilent Technologies 6,615.0 9 8 66 72 6 90,000
c,d

    – 90,000 260,419 41% 59% 0% 0%

Life Technologies 
Corporation 3,775.7 11 10 65 72 7 325,000

e
    – 325,000 330,640 32% 68% 0% 0%

PerkinElmer 1,921.3 8 7 60 72 12 80,000
c,f

    – 80,000 240,615 36% 42% 22% 0%

Thermo Fisher Scientific 11,725.9 11 10 57 70 8 80,000
c,d

    – 80,000 236,148 44% 53% 0% 3%

Waters Corporation 1,851.2 9 8 58 72 5 55,000
c,d,f

1,500 62,500 289,525 25% 40% 35% 0%

Managed Healthcare

Aetna 33,779.8 12 10 65 76 14 75,000
c,d

    – 75,000 253,038 24% 67% 0% 9%

CIGNA Corporation 21,998.0 11 10 61 72 10 275,000
d,e

    – 275,000 245,219 65% 33% 0% 2%

Coventry Health Care 12,186.7 10 9 61 75 6 225,000
d,e,f,i

    –
v

227,000 257,263 46% 32% 21% 1%

Humana 36,832.0 10 9 55 73 9 85,000
c,d

    – 85,000 265,126 34% 55% 0% 11%

UnitedHealth Group 101,862.0 10 9 67 – 12 125,000
c,d

    – 125,000 349,515 45% 50% 0% 5%

WellPoint 60,710.7 11 10 64 72 16 50,000
c

2,000 82,000 348,670 26% 72% 0% 2%

Pharmaceuticals

Abbott Laboratories 38,851.3 11 10 60 72 7 126,000
c,d

    – 126,000 252,809 51% 45% 0% 4%

Allergan 5,419.1 10 9 64 70 7 60,000
c,d

2,000 74,000 228,828 44% 55% 0% 1%

Bristol-Myers Squibb 
Company 21,244.0 12 9 63 72 7 85,000

c,d,w
    – 85,000 273,815 46% 49% 0% 5%

Eli Lilly & Company 24,286.5 14 13 62 72 10 100,000
c,d

    – 100,000 269,352 42% 54% 0% 4%

Johnson & Johnson 65,030.0 13 11 65 72 12 110,000
c,d

    – 110,000 241,174 54% 41% 0% 5%

Merck & Co. 48,047.0 12 11 61 72 6 100,000
c,d

    – 100,000 277,522 40% 0% 0% 60%

Mylan 6,129.8 11 9 63 – 11 75,000
c,f

    – 75,000 277,098 31% 39% 30% 0%

Perrigo Co 2,755.0 10 9 60 70 6 75,000
c,f

    – 75,000 192,103 43% 35% 22% 0%

Pfizer 67,425.0 14 13 65 73 8 137,500
c,d

    – 137,500 271,650 54% 38% 0% 8%

Watson Pharmaceuticals 4,584.4 11 9 65 – 7 60,000
c

2,000 74,000 283,624 29% 71% 0% 0%

Total Healthcare

Average  10.5  9.1  62.5  72.7  8.5 83,790 91,808 269,962 36% 46% 13% 5%

Median  10.0  9.0  63.0  72.0  8.0 75,000 78,750 258,695
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industrials

Aerospace & Defense

The Boeing Company 68,735.0 11 10 60 74 8 110,000
c,d,g

    – 110,000 285,500 42% 49% 0% 9%

General Dynamics 
Corporation 32,677.0 12 9 65 72 9 70,000

c,d,f
3,000 97,000 257,363 51% 16% 32% 1%

Honeywell International 36,529.0 10 9 62 72 7 80,000
c,d,f

2,500 97,500 299,268 60% 7% 23% 10%

L-3 Communications 
Holdings 15,169.0 9 8 69 – 10 100,000

c,d
    – 100,000 220,488 49% 50% 0% 1%

Lockheed Martin 
Corporation 46,499.0 11 10 63 75 9 220,000

d,e,i
    – 220,000 229,638 51% 42% 5% 2%

Northrop Grumman 
Corporation 26,412.0 13 12 65 72 10 245,000

d,e,g
    – 245,000 294,018 46% 43% 0% 11%

Precision Castparts 
Corporation 7,214.6 9 8 62 71 4 72,000

c,d
    – 72,000 212,969 41% 59% 0% 0%

Raytheon Company 24,857.0 10 9 66 74 7 85,000
c,d

1,500 95,500 244,633 47% 52% 0% 1%

Rockwell Collins 4,806.0 9 7 63 72 9 100,000
c,d

    – 100,000 228,945 43% 55% 0% 2%

Textron 11,275.0 11 10 65 72 8 215,000
c,d,e,g

    – 215,000 248,536 56% 41% 0% 3%

United Technologies 
Corporation 58,190.0 12 11 65 72 8 240,000

d,e,g
    – 240,000 271,717 16% 83% 0% 1%

Air Freight & Logistics

C.H. Robinson Worldwide 10,336.3 9 8 58 – 4 80,000
c,d

    – 80,000 145,000 66% 34% 0% 0%

Expeditors International  
of Washington 6,150.5 8 5 63 – 5 30,000

c
1,000 35,000 227,753 12% 88% 0% 0%

FedEx Corporation 39,304.0 12 11 57 72 8 78,750
f

2,000 94,750 244,638 47% 0% 53% 0%

United Parcel Service 53,105.0 12 10 63 72 5 90,000
c

    – 90,000 246,354 39% 60% 0% 1%

Airlines

Southwest Airlines Co. 15,658.0 10 9 64 75 11 25,000
c

1,500 41,500 133,482 62% 34% 0% 4%

Building Products

Masco Corporation 7,467.0 9 7 65 72 5 180,000
e

1,500 187,500 214,540 57% 42% 0% 1%

Commercial Printing

R.R. Donnelley & Sons 
Company 10,611.0 10 9 66 72 11 220,000

e,h
5,000 220,000 314,618 16% 81% 0% 3%

Construction & Engineering

Fluor Corporation 23,381.4 11 10 65 72 6 105,000
c,d

    – 105,000 266,463 47% 39% 0% 14%

Jacobs Engineering Group 10,381.7 10 8 67 – 8 88,000
c,f

    – 88,000 210,892 42% 23% 35% 0%

Quanta Services 4,623.8 11 9 59 73 9 50,000
c

2,000 68,000 179,833 44% 56% 0% 0%

Construction, Farm Machinery & Heavy Trucks

Caterpillar 60,138.0 16 15 62 72 7 250,000
d,e

    – 250,000 284,105 60% 35% 0% 5%

Cummins 18,048.0 9 8 61 72 6 200,000
e

    – 200,000 231,165 45% 50% 0% 5%

Deere & Company 32,012.5 12 11 64 71 5 100,000
c,d

    – 100,000 222,709 47% 45% 0% 8%

Joy Global 4,403.9 8 7 63 – 12 85,000
c

1,500 103,000 229,250 58% 37% 0% 5%

PACCAR 16,355.2 10 8 59 72 4 75,000
c,d

7,500 105,000 185,051 56% 44% 0% 0%

Diversified Support Services

Cintas Corporation 3,810.4 9 6 61 73 4 40,000
c,d,f

2,750 51,000 141,589 47% 28% 25% 0%

Iron Mountain 3,014.7 12 10 59 75 17 70,000
c,d

    – 70,000 175,084 42% 57% 0% 1%
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Electrical Components & Equipment

Cooper Industries 5,409.4 9 8 61 70 4 75,000
c

    – 75,000 284,923 30% 68% 0% 2%

Emerson Electric Company 24,222.0 13 10 62 72 9 205,000
d,e

    – 205,000 226,214 44% 51% 0% 5%

First Solar 2,766.2 9 7 63 – 9 175,000
e

    – 175,000 197,299 45% 55% 0% 0%

Rockwell Automation 6,000.4 9 8 62 72 7 140,000
c,d,e

    – 140,000 191,911 43% 55% 0% 2%

Roper Industries 2,797.1 8 7 63 74 5 42,500
c

2,000 52,500 383,349 15% 85% 0% 0%

Environmental & Facilities Services

Republic Services 8,192.9 10 9 64 – 6 80,000
c

1,500 89,000 343,075 34% 66% 0% 0%

Stericycle 1,676.0 9 8 65 – 4
in options

125,ooo 
 f,l

    – 125,000 183,226 0% 0% 100% 0%

Waste Management 13,378.0 9 8 65 72 8 105,000
c

    – 105,000 273,571 47% 53% 0% 0%

Human Resource & Employment Services

Robert Half International 3,777.0 6 4 61 – 4 40,000
c

1,500 46,000 239,930 24% 76% 0% 0%

Industrial Conglomerates

3M Company 29,611.0 10 9 66 72 8 245,000
d,e

    – 245,000 258,611 49% 50% 0% 1%

General Electric Company 147,300.0 16 14 63 73 15 250,000
d,e,g

    – 250,000 316,730 19% 68% 0% 13%

Tyco International 17,355.0 12 11 63 72 15 100,000
c

    – 100,000 223,588 42% 54% 0% 4%

Industrial Machinery

Danaher Corporation 16,090.5 11 8 66 72 11 55,000
c,d,f

2,500 82,500 219,599 35% 36% 29% 0%

Dover Corporation 7,950.1 12 11 64 – 6 220,000
e

    – 220,000 196,801 46% 54% 0% 0%

Eaton Corporation 16,049.0 10 9 60 72 11 110,000
c,d

    – 110,000 250,879 52% 45% 0% 3%

Flowserve Corporation 4,510.2 11 10 60 70 12 50,000
c,d

    – 50,000 181,920 45% 55% 0% 0%

Illinois Tool Works 17,786.6 12 11 59 75 7 135,000
c,d

    – 135,000 207,721 69% 31% 0% 0%

Ingersoll-Rand 14,782.0 11 10 67 75 6 240,000     – 240,000 266,034 96% 0% 0% 4%

Pall Corporation 2,740.9 11 10 61 75 10 55,000
c,d,f

    – 55,000 208,166 38% 60% 2% 0%

Parker-Hannifin Corporation 12,345.9 11 10 61 73 4 102,500
c,d

    – 102,500 227,844 37% 58% 5% 0%

Snap-on 2,854.2 10 9 61 72 9 75,000
c,d

    – 75,000 193,132 43% 52% 0% 5%

Stanley Black & Decker 10,376.4 13 11 57 72 6 125,000
c,d

    – 125,000 253,115 50% 50% 0% 0%

Xylem 3,803.0 9 7 60 72 2 100,000
c,d

    – 100,000 n/a n/a n/a n/a n/a

Office Services & Supplies

Avery Dennison Corporation 6,026.3 11 9 62 72 8 65,000
c,d,f

1,500 77,000 202,328 47% 24% 25% 4%

Pitney Bowes 5,278.0 12 11 64 72 7 65,000
c

1,500 75,500 152,414 63% 36% 0% 1%

Railroads

CSX Corporation 11,743.0 13 12 61 70 6 75,000
c,d

    – 75,000 289,071 29% 57% 0% 14%

Norfolk Southern 
Corporation 11,172.0 13 12 63 72 6 50,000

c
    – 50,000 256,313 35% 59% 0% 6%

Union Pacific Corporation 19,557.0 12 11 67 75 6 250,000
d,e,g

    – 250,000 264,510 99% 0% 0% 1%

Research & Consulting Services

The Dun & Bradstreet 
Corporation 1,758.5 9 8 59 72 12 70,000

c,d,f
    – 70,000 220,638 38% 54% 0% 8%

Equifax 1,959.8 9 8 62 72 6 75,000
c,d

    – 75,000 188,069 35% 65% 0% 0%

Trading Companies & Distributors

Fastenal Company 2,766.9 9 7 62 – 4 15,000 4,000 31,000 53,625 100% 0% 0% 0%

W.W. Grainger 8,078.2 12 11 63 75 5 85,000
c,d

    – 85,000 242,324 37% 61% 0% 2%
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Trucking

Ryder System 6,050.5 10 9 61 72 8 45,000
c,d

    –
x

45,000 211,016 42% 55% 0% 3%

TOTAL INDUSTRIALS

Average  10.6  9.2  62.6  72.5  7.6 113,914 118,307 233,859 44% 48% 5% 3%

Median  10.0  9.0  63.0  72.0  7.0 88,000 100,000 228,395

information technology

Application Software

Adobe Systems 4,216.3 9 8 64 72 6 60,000
c,d,f,i

    – 60,000 305,657 30% 39% 31% 0%

Autodesk 2,215.6 9 8 59 – 6 75,000
d,f

    – 75,000 441,366 8% 14% 78% 0%

Citrix Systems 2,206.4 8 7 55 – 11 40,000
c

    – 40,000 401,999 16% 84% 0% 0%

Intuit 3,851.0 8 5 61 72 5 60,000
c,d

    – 60,000 371,491 20% 80% 0% 0%

salesforce.com 2,266.5 9 8 65 – 9 50,000
c

    – 50,000 690,053 11% 89% 0% 0%

Communications Equipment

Cisco Systems 43,218.0 12 9 58 70 8 75,000
c,d

    – 75,000 303,017 35% 65% 0% 0%

F5 Networks 1,151.8 6 5 58 – 9 50,000
c

    – 50,000 280,244 29% 71% 0% 0%

Harris Corporation 5,924.6 11 10 63 72 10 55,000
c,d

2,000 75,000 209,460 45% 53% 0% 2%

JDS Uniphase Corporation 1,804.5 7 6 60 76 5 60,000
c

    – 60,000 198,897 48% 52% 0% 0%

Juniper Networks 4,448.7 10 7 59 75 6 55,000
c,f

    – 55,000 272,976 29% 44% 27% 0%

Motorola Mobility Holdings 13,064.0 9 8 57 – 15 75,000
c,d,f

    – 75,000 307,663 17% 49% 34% 0%

Motorola Solutions 8,203.0 8 7 65 72 7 100,000
c,d

    – 100,000 276,399 30% 69% 0% 1%

QUALCOMM 14,957.0 12 11 66 – 9 100,000
c,d

    – 100,000 360,282 34% 56% 0% 10%

Computer Hardware

Apple 108,249.0 8 7 63 75 5 50,000
c

    – 50,000 312,022 17% 68% 13% 2%

Dell 62,071.0 10 8 61 72 12 75,000
c,d,f,i

    – 75,000 283,922 30% 70% 0% 0%

Hewlett-Packard Company 127,245.0 11 8 55 – 18 275,000
d,e,i

    –
y

299,000 323,388 26% 63% 10% 1%

Computer Storage & Peripherals

EMC Corporation 20,007.6 10 8 66 – 11 30,000
c

3,000 63,000 320,563 26% 74% 0% 0%

Lexmark International 4,173.0 12 11 66 72 7 50,000
c,d

2,500 67,500 220,109 36% 64% 0% 0%

NetApp 6,233.2 10 8 63 – 8 50,000
d,f,i,j

    – 50,000 471,624 15% 22% 63% 0%

SanDisk Corporation 5,662.1 8 7 61 70 7 50,000
c,f

    – 50,000 247,061 30% 32% 38% 0%

Western Digital Corporation 9,526.0 10 9 62 72 8 75,000
c,d,f

    – 75,000 369,660 26% 34% 40% 0%

Data Processing & Outsourced Services

Automatic Data Processing 9,879.5 10 9 56 72 5 205,000
d,e,g

    – 205,000 198,750 33% 60% 0% 7%

Computer Sciences 
Corporation 15,877.0 10 9 66 72 14 60,000

c
2,000 88,000 255,465 47% 50% 0% 3%

Fidelity National 
Information Services 5,745.7 8 5 60 – 10 80,000

c,f
2,000 100,000 315,522 40% 36% 24% 0%

Fiserv 4,337.0 8 7 71 75 6 60,000
c,d,f

    – 60,000 195,597 36% 32% 32% 0%

MasterCard 6,714.0 12 11 57 72 5 90,000
c

    – 90,000 220,451 51% 48% 0% 1%

Paychex 2,084.3 8 6 60 – 6 70,000
c,f

    – 70,000 166,618 60% 25% 15% 0%

Total System Services 1,809.0 14 12 67 75 8 40,000
c,f

    – 40,000 102,196 76% 13% 11% 0%

Visa 9,188.0 10 9 63 – 11 100,000
c

    – 100,000 288,271 38% 56% 0% 6%

The Western Union 
Company 5,491.4 9 8 63 74 10 85,000

c,d,f,i,j,l
    – 85,000 270,138 33% 36% 26% 5%
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Electronic Components

Amphenol Corporation 3,939.8 8 6 70 72 5 70,000
c,d

    – 70,000 235,129 31% 0% 69% 0%

Corning 7,890.0 13 11 65 74 18 60,000
c

1,750 91,500 252,854 54% 45% 0% 1%

Electronic Equipment & Instruments

FLIR Systems 1,544.1 7 6 65 75 8 50,000
c,f

1,500 62,000 196,756 35% 13% 52% 0%

Electronic Manufacturing Services

Jabil Circuit 16,518.8 9 8 61 – 7 58,000
c

    – 58,000 244,424 30% 70% 0% 0%

Molex 3,587.3 13 8 65 – 8 70,000
c,d,f

    – 70,000 119,718 82% 0% 13% 5%

TE Connectivity 14,312.0 11 10 66 72 8 215,000
e

    – 215,000 270,085 37% 58% 0% 5%

Home Entertainment Software

Electronic Arts 3,589.0 10 8 53 72 8 50,000
c,d,i

    – 50,000 241,820 18% 71% 11% 0%

Internet Software & Services

Akamai Technologies 1,158.5 11 8 61 – 8 250,000
e,f

    – 250,000 278,793 18% 82% 0% 0%

eBay 11,651.7 12 10 57 – 4 50,000
c,d

    – 50,000 307,870 23% 77% 0% 0%

Google 37,905.0 10 7 58 – 12 75,000
c

    – 75,000 431,434 18% 82% 0% 0%

VeriSign 772.0 7 5 67 – 5 40,000
c

    – 40,000 485,645 16% 84% 0% 0%

IT Consulting & Other Services

Accenture 27,352.9 12 10 65 75 8 80,000
c,d

    – 80,000 267,154 35% 64% 0% 1%

Cognizant Technology 
Solutions Corporation 6,121.2 8 6 68 – 8 40,000

c,f
    – 40,000 266,167 29% 71% 0% 0%

International Business 
Machines Corporation 106,916.0 14 11 64 72 10 250,000

d,e,g
    – 250,000 289,747 88% 0% 0% 12%

SAIC 10,587.0 11 10 63 75 17 50,000
c,d,f

2,000 84,000 291,264 49% 34% 17% 0%

Teradata Corporation 2,362.0 9 8 65 – 7 50,000
c,d,f

    – 50,000 267,271 14% 48% 38% 0%

Office Electronics

Xerox Corporation 22,626.0 10 9 61 70 6 195,000
e

    – 195,000 207,500 37% 63% 0% 0%

Semiconductor Equipment

Applied Materials 10,517.0 11 10 60 70 6 65,000
c,d

    – 65,000 284,593 33% 67% 0% 0%

KLA-Tencor Corporation 3,175.2 11 10 62 72 8 75,000
c

2,500 95,000 199,413 55% 45% 0% 0%

Teradyne 1,429.1 8 7 65 72 5 70,000
c,d

    – 70,000 206,748 39% 61% 0% 0%

Semiconductors

Advanced Micro Devices 6,568.0 10 8 64 72 7 65,000
c

    – 65,000 333,327 28% 72% 0% 0%

Altera Corporation 2,064.5 8 7 61 – 7 50,000
c,f

    – 50,000 219,040 32% 68% 0% 0%

Analog Devices 2,993.3 9 7 67 – 11 60,000
c,f

    – 60,000 194,173 36% 32% 32% 0%

Broadcom Corporation 7,389.0 9 7 61 70 11 75,000
c

    – 75,000 379,384 21% 79% 0% 0%

Intel Corporation 53,999.0 10 8 58 72 7 75,000
c,d

    – 75,000 336,311 30% 68% 0% 2%

Linear Technology 
Corporation 1,484.0 7 5 69 – 5 45,000

c,f
1,500 52,500 155,952 39% 61% 0% 0%

LSI Corporation 2,044.0 9 8 63 – 10 60,000
c,f

    –
z

60,000 219,157 41% 29% 30% 0%

Microchip Technology 1,383.2 5 4 65 – 5 60,000
c

3,000 75,000 141,838 49% 51% 0% 0%

Micron Technology 8,788.0 6 5 56 70 4 80,000
c,d

    – 80,000 283,303 26% 74% 0% 0%

NVIDIA Corporation 3,997.9 9 8 60 – 7
in options

100% 
 f,m

    –
in options

100% 232,750 0% 0% 100% 0%

Texas Instruments 13,735.0 9 8 60 70 10 80,000
c,d,f

    – 80,000 274,951 28% 35% 34% 3%

Xilinx 2,240.7 9 8 64 – 10 60,000
c

    – 60,000 157,607 46% 54% 0% 0%
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Systems Software

BMC Software 2,172.0 10 9 58 70 7 50,000
c,d

3,000
aa

71,000 389,198 23% 77% 0% 0%

CA 4,814.0 9 8 60 75 10 275,000
e,h,l 

    – 275,000 303,185 33% 64% 0% 3%

Microsoft Corporation 69,943.0 9 7 61 75 8 250,000
d,e

    – 250,000 238,438 43% 57% 0% 0%

Oracle Corporation 35,622.0 12 8 67 – 6 52,500
f

3,000
ab

68,500 807,457 20% 0% 80% 0%

Red Hat 1,133.1 10 9 60 75 11 50,000
c,d

    – 50,000 261,237 28% 72% 0% 0%

Symantec Corporation 6,730.0 9 8 58 – 11 50,000
c,d

    – 50,000 287,225 26% 74% 0% 0%

Total Information Technology 

Average  9.6  8.0  62.1  72.6  8.4 83,590 88,060 285,925 31% 53% 15% 1%

Median  9.0  8.0  62.0  72.0  8.0 60,000 70,000 273,963

materials

Aluminum

Alcoa 24,951.0 11 10 65 75 8 210,000
d,g

    – 210,000 227,551 96% 0% 0% 4%

Diversified Chemicals

The Dow Chemical 
Company 59,985.0 10 8 59 72 6 70,000

c,d,f
45,000

ac
115,000 235,055 55% 45% 0% 0%

E.I. du Pont de Nemours  
& Company 38,719.0 11 10 61 72 7 230,000

e
    – 230,000 303,534 36% 43% 0% 21%

Eastman Chemical 
Company 7,178.0 12 11 60 70 6 100,000

c,d
    – 100,000 208,111 51% 25% 0% 24%

FMC Corporation 3,377.9 10 9 61 72 6 75,000
c,d,e

    – 75,000 195,872 21% 77% 0% 2%

PPG Industries 14,885.0 11 10 64 72 8 230,000
d,e

    – 230,000 211,876 50% 47% 0% 3%

Diversified Metals & Mining

Freeport-McMoRan Copper 
& Gold 20,880.0 12 9 67 75 6 75,000

c,d,f
3,000 93,000 454,394 26% 22% 44% 8%

Titanium Metals 
Corporation 1,045.2 7 4 70 72 5 25,000

c
1,000 30,000 68,030 72% 28% 0% 0%

Fertilizers & Agricultural Chemicals

CF Industries Holdings 6,097.9 8 7 62 72 6 55,000
c

1,500 64,000 194,630 42% 58% 0% 0%

Monsanto Company 11,822.0 11 10 60 75 7 215,000
d,e,g

    – 215,000 246,984 58% 41% 0% 1%

The Mosaic Company 9,937.8 11 10 61 72 10 85,000
c,l

    – 85,000 222,814 58% 42% 0% 0%

Forest Products

Weyerhaeuser Company 6,216.0 10 9 61 72 6 160,000
d,e

    – 160,000 179,233 46% 54% 0% 0%

Gold

Newmont Mining 
Corporation 10,358.0 11 10 63 72 8 100,000

c
    – 100,000 246,000 51% 49% 0% 0%

Industrial Gases

Air Products & Chemicals 10,082.0 11 10 60 72 13 60,000
c,d

2,000 86,000 214,368 53% 47% 0% 0%

Airgas 4,746.3 10 9 63 70 15 25,000
f

1,500 47,500 180,903 29% 0% 71% 0%

Praxair 11,252.0 11 10 63 72 6 90,000
c,d

    – 90,000 257,552 38% 60% 0% 2%

Metal & Glass Containers

Ball Corporation 8,630.9 11 8 64 – 5 70,000
c

    – 70,000 234,145 32% 49% 0% 19%

Owens-Illinois 7,358.0 11 9 64 72 9 60,000
c,d

2,000 78,000 189,277 55% 45% 0% 0%
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Paper Packaging

Bemis Company 5,322.7 12 11 63 70 4 75,000
c,d

    – 75,000 197,182 36% 64% 0% 0%

Sealed Air Corporation 5,640.9 11 9 64 – 19 140,000
d,e

    – 140,000 155,156 44% 55% 0% 1%

Paper Products

International Paper 
Company 26,034.0 9 8 62 72 16 220,000

d,e
    – 220,000 270,130 24% 61% 0% 15%

MeadWestvaco Corporation 6,060.0 12 11 64 72 6 75,000
c

    – 75,000 187,727 46% 53% 0% 1%

Specialty Chemicals

Ecolab 6,798.5 14 13 65 70 12 100,000
c,d,f

    – 100,000 183,632 51% 23% 26% 0%

International Flavors & 
Fragrances 2,788.0 11 10 62 72 7 200,000

e,ad
    – 200,000 209,692 51% 46% 0% 3%

Sigma-Aldrich Corporation 2,505.0 9 8 61 72 7 50,000
c,f

3,000 71,000 357,732 26% 23% 51% 0%

Steel

Allegheny Technologies 5,183.0 10 9 64 72 8 160,000
e

2,500 180,000 229,393 55% 42% 0% 3%

Cliffs Natural Resources 6,794.3 10 9 59 72 8 60,000
c,d

2,000 76,000 191,064 55% 44% 0% 1%

Nucor Corporation 20,023.6 10 8 63 72 4 75,000
c,f

    – 75,000 199,083 35% 65% 0% 0%

United States Steel 
Corporation 19,884.0 11 10 64 74 8 200,000

d,e,g
    – 200,000 198,847 45% 54% 0% 1%

Total Materials

Average  10.6  9.3  62.7  72.1  8.1 113,448 120,362 225,097 44% 43% 8% 5%

Median  11.0  9.0  63.0  72.0  7.0 85,000 93,000 209,692

telecommunication services

Integrated Telecommunication Services

AT&T 126,723.0 11 10 65 72 14 85,000
c,d

2,000 113,000 322,571 45% 47% 0% 8%

CenturyLink 15,351.0 13 11 61 75 13 50,000
c

2,000
ae

80,500 246,135 47% 48% 0% 5%

Frontier Communications 
Corporation 5,243.0 11 10 59 – 8 150,000

d,e,l
    – 150,000 167,265 39% 61% 0% 0%

Verizon Communications 110,875.0 11 10 63 72 13 85,000
c

    – 85,000 246,558 47% 52% 0% 1%

Windstream Corporation 4,285.7 9 6 62 75 11 60,000
c,d

2,000 82,000 182,290 56% 44% 0% 0%

Wireless Telecommunication Services

American Tower 
Corporation 2,443.5 9 8 60 – 9 60,000

c,f
    – 60,000 205,482 40% 30% 30% 0%

Crown Castle International 
Corp. 2,032.7 10 8 63 – 8 75,000

c
    – 75,000 216,552 37% 61% 0% 2%

MetroPCS Communications 4,847.4 6 5 62 75 11 40,000
c,f

2,000 62,000 279,966 30% 31% 39% 0%

Sprint Nextel Corporation 33,679.0 10 9 61 – 15 80,000
c,d

2,000 110,000 251,861 56% 44% 0% 0%

Total Telecommunication Services

Average  10.0  8.6  61.8  73.8  11.3 76,111 90,833 236,244 44% 47% 6% 3%

Median  10.0  9.0  62.0  75.0  11.0 75,000 82,000 246,135
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utilities

Utilities

The AES Corporation 17,274.0 11 9 66 72 17 80,000
c,d,e

    – 80,000 285,568 31% 65% 0% 4%

AGL Resources 2,338.0 16 15 69 – 5 190,000
d,e

    – 190,000 158,389 37% 63% 0% 0%

Ameren Corporation 7,531.0 11 10 62 72 7 55,000
c,d

1,750 67,250 181,644 53% 44% 0% 3%

American Electric  
Power Company 15,116.0 12 10 63 72 8 88,000

c,d
    – 88,000 227,910 44% 55% 0% 1%

CenterPoint Energy 8,450.0 10 9 63 73 7 50,000
c

2,000 64,000 179,521 52% 42% 0% 6%

CMS Energy Corporation 6,503.0 10 8 68 75 9 85,000
c,d

    – 85,000 171,859 57% 37% 0% 6%

Consolidated Edison 12,938.0 12 9 62 72 11 90,000
c,d

    – 90,000 206,200 54% 44% 0% 2%

Dominion Resources 14,379.0 10 9 63 72 11 160,000
d,e

2,000 182,000 241,412 47% 41% 0% 12%

DTE Energy Company 8,897.0 13 12 65 75 8 60,000
c,d

2,000 76,000 187,215 50% 48% 0% 2%

Duke Energy Corporation 14,529.0 11 10 67 70 11 150,000
d,e

2,000 172,000 230,470 54% 43% 0% 3%

Edison International 12,760.0 12 10 64 72 7 55,000
c

2,000 69,000 241,099 40% 41% 0% 19%

Entergy Corporation 11,229.1 11 10 66 72 16 50,000
c

1,500 74,000 194,473 41% 47% 0% 12%

FirstEnergy Corporation 16,258.0 14 13 63 72 11 207,000
d,e

    – 207,000 203,568 55% 42% 0% 3%

Integrys Energy Group 4,708.7 13 12 63 72 6 75,000
c,d

    – 75,000 156,319 51% 48% 0% 1%

NextEra Energy 15,341.0 12 11 61 72 6 180,000
e

2,000 192,000 195,189 44% 56% 0% 0%

NiSource 6,019.1 12 11 62 – 5 165,000
e

    – 165,000 217,254 48% 52% 0% 0%

NRG Energy 9,079.0 14 12 62 – 8 180,000
c,e,g

    – 180,000 201,670 50% 50% 0% 0%

ONEOK 14,805.8 12 11 63 73 10 60,000
c,d

    – 60,000 203,610 31% 69% 0% 0%

Pepco Holdings 5,920.0 12 11 64 70 7 115,000
d,e

2,000 129,000 130,364 100% 0% 0% 0%

PG&E Corporation 14,956.0 12 11 63 72 15 55,000
c,d

1,750 81,250 228,808 60% 39% 0% 1%

Pinnacle West Capital 
Corporation 3,241.4 10 9 66 – 8 80,000

c,l
    – 80,000 179,680 48% 43% 0% 9%

PPL Corporation 12,737.0 11 10 62 75 7 190,000
d,e,g

2,000 204,000 194,232 46% 54% 0% 0%

Public Service Enterprise 
Group 11,079.0 10 9 58 72 8 70,000

c,d
    – 70,000 191,901 47% 52% 0% 1%

SCANA Corporation 4,409.0 11 10 60 70 10 60,000
d,e,h

6,500
af

122,000 130,940 54% 46% 0% 0%

Sempra Energy 10,036.0 12 10 65 75 9 50,000
c,d

2,000 68,000 235,570 39% 52% 0% 9%

Southern Company 17,657.0 13 12 63 70 7 100,000
c,d

    – 100,000 212,723 50% 49% 0% 1%

TECO Energy 3,343.4 10 7 67 72 5 50,000
c,d

750 53,750 130,701 56% 44% 0% 0%

Wisconsin Energy 
Corporation 4,486.4 9 8 62 72 6 75,000

c,d
    – 75,000 176,550 46% 42% 0% 12%

Xcel Energy 10,654.8 11 10 60 72 7 80,000
c

    – 80,000 216,433 23% 77% 0% 0%

Total Utilities

Average  11.6  10.3  63.5  72.2  8.7 100,172 109,629 197,636 47% 49% 0% 4%

Median  12.0  10.0  63.0  72.0  8.0 80,000 81,250 195,189

TOTAL S&P 500

Average  10.7  9.0  62.6  72.5  8.3 96,649 102,253 242,385 39% 50% 8% 3%

Median  11.0  9.0  63.0  72.0  8.0 75,000 81,000 233,247
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footnotes

a  Includes regular and special meetings; includes telephonic meetings and unanimous written consent when director is paid for such 
meeting/action.

b  Retainer plus meeting fees paid assuming full attendance (excludes committee and special fees).

c  Equity (stock or stock units) is paid in addition to stated retainer.

d  Directors can elect to receive cash compensation fully or partially in stock.

e  Equity (stock or stock units) is paid as part of retainer.

f  Stock option program for directors exists.

g  Equity portion of retainer paid in deferred stock.

h  Retainer paid 100% in stock. 

i  Directors can elect to receive cash and/or stock compensation in stock options.

j  Directors can elect to receive stock in lieu of stock option grant.

k  Not to exceed $60,000 per year.

l  Directors can elect to receive equity compensation fully or partially in cash.

m  Dollar-value equivalent for retainer not provided in proxy.  

n  Subject to a maximum of ten board meetings per fiscal year. 

o  Portion of equity opportunity paid in deferred stock units until stock ownership requirements are met.

p  Per-meeting fee of $2,000 for in-person meetings and $1,000 per telephonic meeting in excess of five per year. Annual board fees 
include one in-person meeting at $2,000.

q  Per-meeting fee of $2,000 for special meetings attended by telephone and $3,000 for special meetings attended in person. Annual 
board fees include one special meeting at $3,000.

r  Per-meeting fee of $750 for quarterly scheduled telephonic meetings. Annual board fees include four telephonic meetings at $750 each.

s  Per-meeting fee of $1,500 for meetings in excess of four per year. Annual board fees include two excess meetings at $1,500 each.

t  Per-meeting fee of $1,500 for board meetings in excess of eight per year. Annual board fees include four excess meetings at $1,500 each.

u  Per-meeting fee of $1,000 for telephonic meetings. Annual board fees include two telephonic meetings at $1,000 each.

v  Per-meeting fee of $3,000 for in-person special meetings and $1,000 for special telephonic meetings. Annual board fees include two 
special telephonic meetings at $1,000 each.

w  Portion of retainer must be deferred until share ownership requirements are met.
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footnotes (continued)

x  Per-meeting fee of $1,000 for meetings in excess of six per year. Annual board fees include one meeting at $1,000.

y  Per-meeting fee of $2,000 for meetings in excess of six per year. Annual board fees include twelve meetings at $2,000 each.

z  Per-meeting fee of $1,000 for meetings in excess of six per year. Annual board fees include four excess meetings at $1,000 each.

aa  Per-meeting fee of $3,000 for in-person meetings only. Annual board fees include four in-person meetings at $3,000 each. 

ab  Per-meeting fee of $2,000 for special meetings. Annual board fees include two special meetings at $2,000 each. 

ac  Meeting fee paid as an annual sum instead of on a per-meeting basis.

ad  Restricted stock portion of retainer subject to mandatory deferral upon vesting

ae  Per-meeting fee of $2,500 for special meetings. Annual board fees include nine special meetings at $2,500 each.

af  Per-meeting fee of $6,000 for all day board meetings other than four regular meetings. Annual board fees include six meetings at $6,000 each.
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Director Notes
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May 2013

Corporate Director Selection and Recruitment
A Matrix

by Lawrence J. Trautman

Achieving optimal board composition and succession planning requires an articulated and 
clearly communicated enterprise strategy. The ideal mix of director skills and experience 
depends on a number of company-specifi c factors. This report provides a matrix that 
nominating committees and boards can use to help defi ne their needs and to provoke 
discussion about how to improve company-specifi c corporate governance.*

How do you build the best board for your organization? 
What attributes and skills are required by law and what 
mix of experiences and talents will give you the best 
corporate governance? What commonly required director 
attributes are a must for each board and how do you 
customize and fine-tune your search to achieve a high-
performing board? Optimal board composition—that is, 
achieving the best mix of director skills and experience—
depends on many company-specific variables.1 Some of 
the most important of these include, but are not limited to: 
(1) stage of company development, (2) the extent to which 
international markets are mission critical to the company’s 
future (in which case nominees should have a detailed 

understanding of target culture, markets and business risk); 
(3) unique technology dependence; and (4) the need for 
access to financial and capital markets.

The discussion that follows is intended to serve as a road-
map for the entrepreneur faced with recruiting a board for 
the first time or for the nominating committee and board in 
the process of recruiting and selecting new directors. 

Duty of Care and Board Composition
Each board member has a legal duty to be diligently 
responsible to the shareholders for the governance of the 
corporation, including the productive functioning of the 
board. Corporations are created by state-granted char-
ters, their governance dictated by state law, with corpo-
rate directors responsible for managing the affairs of the 
corporation.2 Delaware courts state the business judgment 

*This Director Notes is based on Lawrence J. Trautman, “The Matrix: The Board’s 
Responsibility for Director Selection and Recruitment,” Florida State University 
Business Review 11, February 2012, pp. 75-133.
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rule is a “presumption that in making a business decision 
the directors of a corporation acted on an informed basis, 
in good faith, and in the honest belief that the action taken 
was in the best interests of the company.”3 Under Delaware 
law, directors owe their corporation and shareholders fidu-
ciary duties of care and loyalty.4 

Duty of care It is every director’s legal duty of care to 
exercise a careful, diligent approach to the recruitment and 
selection of new directors. Professors Lyman P.Q. Johnson 
and Mark Sides note that duty of care specifies the manner 
in which directors must discharge their legal responsibili-
ties…. includ[ing] appointing members to committees and 
discharging committee assignments, including the impor-
tant audit, compensation, and nominating committees ….5

Duty of good faith In order for a director to have the protec-
tion of the business judgment rule against a claim for breach 
of fiduciary duty, a director must be able to demonstrate 
that she acted in “good faith.”6 The board of directors of a 
Delaware corporation is charged with the legal responsibility 
to manage its business for the benefit of the corporation and 
its shareholders with “due care, good faith, and loyalty.”7

Duty of care and committee succession planning Much as a 
board plan for the succession of its CEO, it must also plan 
for a governance and nominating committee that includes 
succession planning for all standing committee members 
and chairmanships. According to the 2012 Spencer Stuart 
Board Index, 71 percent of S&P 500 respondents report 
having succession plans.8 Many boards have a manda-
tory retirement policy based on age or length of service, 
in which “73 percent of all S&P 500 boards—up from 55 
percent in 2002—set a mandatory retirement age for direc-
tors, yet many retain the discretion to make exceptions to 
the rule.”9 This helps provide for an orderly transition of 
committee duties and recruitment of talent to be groomed 
for eventual succession needs.

Core Personal Attributes, Qualities, and 
Skills Required of Every Director
Each board has the same fundamental needs for director 
talent The board is responsible for approving nominees 
for election as directors. To assist in this task, the board 
will designate a standing committee, usually called the 
nominating and governance (“N&G”) committee, which 
is responsible for reviewing and recommending nominees 
to the board. The N&G committee should consist solely of 
independent directors as defined by the rules of the New 
York Stock Exchange (NYSE)10 and the board’s corporate 
governance guidelines. A written charter for every standing 
committee should be adopted by the full board.11 

Desired personal attributes As a fundamental starting point 
for director recruitment and selection, directors should 
ask, “What human qualities are desired for every board 
member?” All boards should agree on a clear statement of 
desired personal attributes for all directors to guide to the 
nominating and governance committee as they search for 
director candidates. Each candidate should possess the fol-
lowing necessary core personal attributes: high standards 
of ethical behavior, availability, outstanding achievement 
in the individual’s personal and professional life, strong 
interpersonal and communication skills, independence, 
and soundness of judgment.

Board Composition: 
One Size Does Not Fit All
One factor that influences optimal board composition is 
vastly different for companies at varying stages in their 
lifecycle. For example, a venture stage technology company 
attempting to bring a single technology product to market 
may have profoundly different board needs than a mature, 
international consumer products company like Proctor 
& Gamble. In the case of a single-product, venture stage 
technology company, intimate understanding of the value 
proposition to the customer is paramount. Next in impor-
tance might be an understanding of appropriate marketing 
channels and critical access to capital markets necessary to 
fuel accelerated growth (production, ramp-up, etc.). These 
skills are vastly different from those necessary to govern 
global production, direct marketing, or establish financing 
relationships that have developed and matured over many 
years at companies like Proctor & Gamble, Coca Cola, 
General Electric, or Pfizer. 

Venture capital-sponsored enterprises Venture-stage enter-
prises with institutional investor backing typically have a 
board composed entirely of representatives from its major 
investors, plus the entrepreneur. Venture capitalists often 
bring more than just money. Seasoned and skilled venture 
capitalists might bring valuable relationships and enlight-
ened early-stage corporate governance, a combination that 
can help create substantial value. An entity preparing for 
public ownership may need to recruit seasoned directors to 
populate standing committees (sometimes venture capital 
investors who are directors want to stay, sometimes not). 

Company size Microcap public companies (roughly $300 
million weighted average market capitalization) often find 
it difficult to attract experienced director talent to meet 
committee structure needs.12 Nanocap entities (market 
capitalization of $50 million or less) may have even more 
limited resources making it difficult to attract experienced 
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director talent. Small cap companies ($1.2 billion weighted 
average market cap) generally have sufficient financial 
resources available to attract skilled directors. 13 Mid cap 
and large cap issuers (more than $1.2 billion in weighted 
average market cap) often fill directorship positions with 
those who have met the challenges of running a large, com-
plex enterprise elsewhere, typically former or sitting CEOs 
of major corporations.14

Board Committee Structure: 
the Basics
Corporate boards usually consist of the following minimal 
standing committees: (1) audit, (2) compensation, (3) execu-
tive, and (4) governance and nominating.15 Sometimes, com-
mittee names might differ slightly (i.e., the compensation 
committee may be known as the compensation and benefits 
committee or the governance and nominating committee 
may be referred to as the nominating committee). Other 
standing committees reported in The Korn/Ferry Market 
Cap 100 (KFMC 100) report include: charitable contribu-
tions, compliance, corporate development, credit, dividend, 
energy delivery, equity, finance, generation oversight, 
human resources, infrastructure, public issues and contri-
butions, real estate, reserves, risk management, science/
technology, special programs, and strategy. 16 Businesses 
with unique governance issues may have additional com-
mittees to address specific concerns. For example, utility 
NRG has a nuclear oversight committee and subcom-
mittee,17 and oil and gas producers may have a reserve 
committee.18 

The duties and responsibilities of each of these core com-
mittees are specified in the charters drafted and adopted 
for each standing committee. Typical responsibilities for 
each of these standing committees and a discussion of rel-
evant nominee considerations are discussed below.

The audit committee The board’s audit committee will 
be a standing committee established to comply with 
the requirements of Section 3(a)(58)(A) of the Securities 
Exchange Act of 1934,19 as amended. All members of the 
audit committee must be independent under the rules of the 
NYSE and the board’s corporate governance guidelines.20 
The audit committee of any public corporation is generally 
responsible for:

•  Appointing, compensating, retaining, and overseeing the com-
pany’s independent certified public accounting firm (CPAs);

•  Creating and periodically reviewing the company’s whistle-
blower policy;

•  Discussing the company’s audited financial statements with 
management and the independent public accounting firm, 
including a discussion with the firm regarding the matters 
required to be reviewed under applicable legal or regulatory 
requirements;

•  Reviewing:

 — compliance of management and operating personnel with 
the company’s code of business conduct, including the 
company’s conflict of interest policy

 — adequacy of the company’s internal accounting controls and 
other factors affecting the integrity of its financial reports 
with management and with the independent certified public 
accounting firm

 — news releases regarding annual and interim financial results 
and discussing with management any related earnings guid-
ance that may be provided to analysts and rating agencies 
before they are released

 — changes, if any, in major accounting policies of the company

 — the annual report of the company’s CPAs related to quality 
control

 — policy regarding investments and financial derivative 
products

 — annual reports to the Securities and Exchange Commission, 
including the financial statements and the “Management’s 
Discussion and Analysis” portion of those reports, and 
recommending appropriate action to the board

 — audit plans

 — compliance and ethics program

 — nonemployee-related insurance programs

 — relationships with the independent public accounting firm

 — risk assessment and risk management policies 

 — trends in accounting policy changes that are relevant to 
the company and

 — policy regarding investment and financial derivative 
products.21

The board must determine that all members of the audit 
committee are financially literate and have financial man-
agement expertise, to the extent the board has interpreted 
such qualifications are necessary in its business judgment. 
In addition, the board must designate an individual as the 
“financial expert” for the audit committee as defined in the 
Securities Exchange Act of 1934, as amended.22

The compensation committee Spencer Stuart’s discussion 
of the top governance issues for 2012 notes that “executive 
compensation continues to be the top issue, ranked first 
by 72 percent of survey respondents.”23 The following list, 
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adapted from Amgen’s Compensation and Management 
Development Committee Charter, provides an example of 
typical responsibilities of compensation committees:

•  Reviewing and approving company goals and objectives 
relevant to CEO compensation;

•  Evaluating the CEO’s performance in light of those goals and 
objectives;

•  Setting the compensation of the CEO and other executive 
officers;

•  Overseeing administration of employee benefit plans; and

•  Taking action as appropriate regarding the institution and 
termination of, revisions in and actions under employee benefit 
plans that are not required to be approved by the board. 24

The compensation committee might make recommenda-
tions to the board regarding: 

•  Institution and termination of, revisions in and actions under 
employee benefit plans that (i) increase benefits only for of-
ficers of the company or disproportionately increase benefits 
for officers of the company more than other employees of the 
company, (ii) require or permit the issuance of the company’s 
stock or (iii) the board must approve;

•  Reservation of company stock for use as awards of grants 
under plans or as contributions or sales to any trustee of any 
employee benefit plan; and

•  Purchase of company stock in connection with employee 
benefit plans.

In performing its functions, the committee is supported by 
the company’s human resources organization. The compen-
sation committee needs the authority to retain any advi-
sors it deems appropriate to carry out its responsibilities. 
The committee might ask the compensation consultant to 
advise it directly on executive compensation philosophy, 
strategies, pay levels, decision-making processes, and other 
matters within the scope of the committee’s charter. The 
compensation committee might instruct the consultant to 
assist the company’s human resources organization in its 
support of the committee in these matters with such items 
as peer-group assessment, analysis of the executive com-
pensation market, and compensation recommendations. 
The comp committee usually considers it important that its 
compensation consultant’s objectivity not be compromised 
by other business engagements with the company or its 
management. Usually, the compensation committee con-
siders executive compensation in a multistep process that 
involves the review of market information, performance 
data, and possible compensation levels over several meet-
ings, leading to the annual determinations. Before setting 

executive compensation, the committee reviews the total 
compensation and benefits of the executive officers and 
considers the impact that their retirement, or termination 
under various other scenarios, would have on their com-
pensation and benefits.

The executive committee The principal function of an 
executive committee is typically to perform and exercise 
the powers of the board to direct the business and affairs 
of the company between meetings of the board. In some 
organizations, composition of this committee might consist 
of the chairman of the board and chairpersons of all stand-
ing committees. The ability for members to be available on 
short notice (physical proximity/availability) is an impor-
tant consideration for membership on this committee.

The governance and nominating committee The governance 
and nominating committee is generally responsible for 
making recommendations to the board regarding: 

•  Development and revision of corporate governance principles; 

•  Size, composition and functioning of the board and board 
committees;

•  Candidates to fill board positions;

•  Nominees to be designated for election as directors;

•  Compensation of board members;

•  Organization and responsibilities of board committees;

•  Succession planning by the company;

•  Potential conflicts of interest involving a board member raised 
under the conflict of interest policy; 

•  Election of executive officers of the company;

•  Topics affecting the relationship between the company and 
stockholders;

•  Public issues likely to affect the company; and

•  Responses to proposals submitted by stockholders.25 

In addition, the governance and nominating committee is 
usually responsible for reviewing: 

•  Contribution policies of the company 

•  Revisions to the company’s code of ethics 

•  Electing officers of the company other than the executive 
officers and

•  Oversight of the annual evaluation of the board and the 
committee.26
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Corporate Governance Demographics
Spencer Stuart’s 2012 Board Index provides a snapshot 
of the backgrounds of new independent directors, based 
upon responses from directors of S&P 500 companies. 
According to the report, in the 2012 proxy year, 291 new 
independent directors joined boards, down from 443 in 
2004, representing the smallest number of new directors to 
join boards in any year since 2001.27 One-quarter of new 
S&P 500 directors during 2012 were active CEOs, COOs, 
chairmen, presidents and vice chairmen, compared with 
41 percent during 2002.28 This trend is due to a number of 
factors. There are fewer directorships overall, as boards 
are smaller and there are fewer listed companies due to 
consolidation. Fewer CEOs are serving on other boards 
due to the increased time considerations associated with 
serving as a director and pressure from their boards to 
limit external activities.

Spencer Stuart’s 2012 Board Index also provides a snapshot 
of the backgrounds of new independent directors, based 
upon responses from directors of S&P 500 companies 
(below).

Director demographics for S&P 500 2012

•  Average board size is 10.7, down from 10.9 in 2002

•  The number of new independent directors has 

decreased from 401 in 2002 to 291 in 2012

•  Women comprise 26 percent of all S&P 500 

directorships, up from 16 percent in 2002

•  18 women CEOs serve as directors of other 

companies, up from 7 in 2002

•  Nine percent of S&P 500 boards still have no women

•  The average age of directors is 62.6, up from 60.1 

a decade ago

•  73 percent of boards have a mandatory retirement 

age, up from 55 percent in 2002 and

•  Eighty-five percent of boards have a mandatory 

retirement age of 72 or older; 36 percent had such 

a requirement in 2002.

Source: Spencer Stuart, 2012 Spencer Stuart Board Index

Table 1 New independent director backgrounds

Background

Year 2012 by gender

2002 2007 2012

Men

n=214

Women

n=77

CEO/COO/chair/president/vice chair 52% 47% 41% 49% 18%

     Active 41 33 25 31 8

     Retired 11 14 16 18 10

Other corporate executives 7 21 22 18 34

     Divisions/subsidiary presidents/heads 2 5 12 9 21

     EVPs/SVPs/ functional unit heads 5 16 10 9 13

Financial backgrounds 21 19 22 20 27

     Finance management/CFOs/ treasurers 11 8 9 6 17

     Bankers/ investment bankers 3 5 3 2 6

     Investment management/ investors 2 5 8 9 4

     Public accounting executives 5 1 2 3 0

Academic/nonprofit 6 7 7 5 13

Consultants 7 2 2 2 3

Lawyers 5 2 1 0 1

Others* 2 2 5 6 4

Source: 2012 Spencer Stuart Board Index, p.13

* Mostly retired government and military officials, plus a few other retired executives.
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Director Recruitment Wish List
Retired and active “CEOs and COOs are at the top of 
boards’ wish lists. More than half of those surveyed 
(58 percent) said they sought current top executives, while 
35 percent said they look for retirees from those roles.29

Houston-based energy search specialist David E. Preng, 
founder and president of Preng & Associates, believes that 
boards today are doing a good job of determining the skills 
required to meet their fiduciary duty. According to Preng, 
the primary characteristics currently desired in director 
candidates are independence, conviction, the ability to 
act as a team player, and financial and business acumen. 
“Most boards look to recruit someone who understands 
their business, and former CEOs are preferable,” says 
Preng.30 Boards also look for candidates who have skills 
and expertise in strategy and risk management. Boards 
often require that a new director bring particular expertise 
such as international experience or accounting skills so that 
the person can serve on the audit committee. “It’s much 
easier to teach someone from your industry corporate gov-
ernance skills than to start from scratch and try to teach 
them your business,” Preng continues. “Expertise in com-
pensation is also valuable, given the considerable increase 
in the board’s proxy responsibilities—tying achievement 
of the articulated strategies to the compensation schematic 
is an important role for the board,” Preng observes. With 
particular reference to the energy business, “if someone 

presently sits on the board of an exploration and produc-
tion company, they can’t serve on a competing board due 
to conflicts of interest. This tends to create a supply and 
demand dynamic for my industry,” he continues.31 Robert 
L. Pearson, founder and CEO of Dallas-based Pearson 
Partners International, Inc., says “skills most in demand is 
a sitting CEO with technology savvy hard to find is diver-
sity at the C[-suite] level.”32

“One third of our board searches are for audit committee 
financial experts,” says Theodore L. Dysart, vice chair-
man of Chicago-based executive search firm Heidrick & 
Struggles. “Those who technically qualify are relatively 
easy to find: every public company CEO, retired major 
accounting firm senior executives, and most chief financial 
officers and controllers meet the technical requirements.” 33 
He continues: 

The challenge is to find those qualified candidates who 
will make a great board member, those with industry 
experience at the proper level and also bring the right 
perspective, stature, and presence—and will be able 
to meaningfully contribute to the future strategy of the 
enterprise. Following Sarbanes-Oxley, best practice 
seems to call for the new financial expert director 
to serve on the audit committee for a year or two in 
order to provide for orderly succession planning…

I would characterize the next general category of director 
searches as focusing on those candidates having industry 
operating experience. Finally, probably one-quarter of 
our current searches are for diversity candidates.34

Role of the Lead Director
Among S&P 500 boards, there is a pronounced trend 
toward independent board leadership: 43 percent of these 
boards split the CEO and chair roles in 2012, up from 35 
percent in 2007, and 23 percent of chairmen are truly inde-
pendent, compared with 13 percent in 2007.35 Moreover, 53 
percent of boards—a new high—had only one nonindepen-
dent director (the CEO) in 2012, compared with 22 percent 
in 2000 and 39 percent in 2005.”36

According to Bonnie G. Hill, lead director of Home Depot, 
Inc., “The prescience of the board and the CEO to separate 
governance and operational responsibilities—so that the 
CEO could focus on running the business—is now widely 
considered a best practice.”37 Korn/Ferry notes that “The 
role of the non-executive board leader is growing. The 
non-executive board leader position began as a means of 
meeting an independence requirement, but today the role 
increasingly is being leveraged to create efficiency and 
additional value in the boardroom.”38 

Table 2 Wish list for new director backgrounds

survey respondents 

n= 89

Active CEO/COO 58%

Women 52

Financial expertise 49

Minorities 49

Industry expertise 46

International expertise 46

Retired CEO/COO 35

Regulatory/government expertise 27

Technology expertise 26

Risk expertise 23

Marketing expertise 17

Digital or social media 16

Note: Percentages add to more than 100 as respondents could select more 

than one category.

Source: 2012 Spencer Stuart Board Index, p.14.
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As a result of the 2008 global financial crisis, political and 
media attention directed at corporate boards has surged. 
Warranted or not, the focus on board performance—
especially on risk mitigation, CEO pay, and succession—
has fueled major regulatory changes intended to foster 
greater independence and board oversight. In particular, 
the Dodd-Frank Act of 2010 requires companies to disclose 
in their annual proxy statements, whether the CEO and 
board chairman roles are combined or split and why the 
company has determined that its leadership structure is 
appropriate. Each company has a unique culture, so the 
exact shape the non-executive leadership takes should 
remain the board’s decision. Today’s non-executive board 
leader—often referred as the lead director—plays a key 
role in determining not only the board’s focus, but also 
the fulfillment of its oversight responsibilities. The lead 
director may be thought of as the “conscience” of the 
board. Central to success is the relationship between this 
individual and the CEO. Communications between the 
two should be candid, with the non-executive board leader 
operating as the CEO’s thought partner, providing insights 
into the board’s thinking, and conveying good news as 
well as bad. The board, too, must view the non-executive 
board leader as an honest broker. With those building 
blocks in place, the non-executive board leader represents 
a potentially powerful vehicle for enhanced board 
performance.39

SEC rules require listed companies to disclose their board 
leadership structure and explain why they determined that 
such a leadership structure is appropriate for the company, 
given their specific characteristics or circumstances.40 If a 
board determines a lead director is desired, it must con-
sider the skills and experience, as well as the time commit-
ment required.

Director Optimization Template: The Matrix
Table 3 provides one example of how a governance and 
nominating committee might assess their current inventory 
of director skill sets to “fine tune” their thinking about 
future director needs. Procedurally, it might prove help-
ful to place the must-have skill sets first, followed by those 
deemed critically important for the future. Accordingly, the 
governance and nominating committee might first priori-
tize the skill sets and experience required for the future, the 
skills or experience lacking in the current board, and/or the 
skills needed in the near-term due to director succession. 
Conducting a board self-assessment may help in assessing 
the board’s strengths and weaknesses. 

The first few skills listed in Table 3 seem germane to most 
well-composed boards: audit and financial expertise, broad 
business and corporate governance experience, under-
standing of a board’s legal duties and responsibilities, 
industry experience, strategic planning, and capital mar-
kets expertise. Beyond these core skills are a list of possible 
attributes that may assist in the stratification and prioriti-
zation of any given board’s particular needs. These second-
ary considerations are not exhaustive and are presented in 
alphabetical order, not ranked by importance. There is no 
single answer to the question, “What is the best board com-
position?” Indeed, boards will need to continually reassess 
their needs as the business environment changes.

The “must-have:” the audit committee “qualified financial 
expert” Certain skills and experience are absolute “must-
haves:” (1) independent directors to populate the audit, 
compensation, and nominating and governance commit-
tees, and (2) qualified individuals who meet the definition 
of “financial expert” to serve on the audit committee. 
NYSE and SEC rules require that audit committees consist 
of independent directors, with at least one as chair deemed 
to be a qualified financial expert.41 Ideally, a board will 
have three individuals who qualify as financial experts: one 
to serve as chairman of the audit committee, a backup des-
ignated as vice chairman for succession planning purposes, 
and if possible, a third qualified financial expert to serve 
while gaining in-service experience about the company’s 
pressing audit issues. 

Just as the fulfillment of each director’s duty of care 
requires that a succession plan be in place to assure 
that the  enterprise will be able to adapt with minimal 
disruption if a CEO unexpectedly dies or is incapacitated, 
it makes sense that audit committees should strive to have 
more than one experienced, qualified financial expert 
replacement waiting in the wings in the event that the 
audit committee chair position is vacated unexpectedly. 
Information technology plays an increasingly critical role 
for almost every enterprise. Accordingly, in the absence 
of a risk committee, the board’s responsibility to govern 
information technology should also dictate that one or 
more audit committee members have relevant information 
technology skills and experience.42

Prior business/corporate governance experience Corporate 
governance is a legally intensive endeavor. Directors 
must understand and comply with numerous rules and 
regulations, including state law and evolving case law, 
as well as grapple with the increasing trend toward 
federalization of corporate governance (in the form of 
the 33 Act,43 34 Act,44 Foreign Corrupt Practices Act 
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(FCPA),45 Sarbanes-Oxley,46 and more recently Dodd-
Frank.47) Previous public board service can help provide an 
indication of a candidate’s existing directorship skills. This 
assumes that the director served previously at a company 
where he benefited from skilled legal counsel, and so, 
without formal legal training, acquired an understanding 
of director duties and responsibilities.

Strategic Planning
Strategic planning seems fundamental to the success of any 
enterprise and yet is universally acknowledged to receive 
inadequate attention by many boards. Spencer Stuart’s 
2012 survey of S&P 500 directors finds that “the board’s 
role in corporate strategy” was rated second as the issue 
most deserving of board focus by directors (after execu-
tive compensation).48 Identifying and recruiting strategic 

Table 3 Board skill set matrix

Director Candidate

Experience / Skills  #1 #2 #3 #4 #5 #6 #7  A  B C  Etc…

CEO CPA VC VC DR VC DR

Accounting / financial expert

Business / governance experience (years)

Strategic planning

International

Prior audit committee experience

Prior compensation committee experience

Prior executive committee experience

Prior governance/nominating experience

Our industry

Banking

Capital formation

Capital markets

Financial services

Information technology

Legal & securities regulatory compliance

Real estate

Risk management

Securities analysis

Software

Technology

Value creation

Washington experience

Workout and turnaround expertise

Outliers:

Bankruptcy

Change agent

Other criteria important to you
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planning experience and expertise may be the most difficult 
and controversial matrix component. 

Many directors believe that strategy originates from man-
agement and should be overseen by it. Having the board 
actively engaged in strategy development and monitoring 
is a threat to many CEOs. Others believe that strategy is an 
important function, best handled by the entire board, often 
at an annual strategy retreat. Management theorist Peter 
Drucker states:

But tomorrow always arrives. It is always different. And 
then even the mightiest company is in trouble if it has 
not worked on the future. It will have lost distinction 
and leadership—all that will remain is big-company 
overhead. It will neither control nor understand what is 
happening. Not having dared to take the risk of making 
the new happen, it perforce took the much greater risk 
of being surprised by what did happen. And this is a risk 
that even the largest and richest company cannot afford 
and that even the smallest business need not run.49

Conclusion
Optimal board composition—that is, the best mix of 
director skills and experience—will depend on many 
company-specific variables. As a starting point for direc-
tor recruitment and selection, boards should ask, “What 
human qualities are desired of every board member?” 
Every board should agree on a clear statement of desired 
personal attributes for all board members to guide the 
nominating and governance committee as they search for 
director candidates.

In addition, boards should adopt a clear definition of 
director independence. At the fifty-thousand-foot level, the 
question that must be asked and answered by every board 
nominating committee is, “What does our company do to 
create value, and do board members understand this value 
creation process so that they can govern effectively?”

Using the matrix methodology to assess the skills and 
experience needed and desired in potential directors may 
help evoke thoughtful discussions by the board, leading 
to better decisions by the nominating and governance 
committee.
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Letter From the Co-Chairs

Our hope is that this report will soon be 
obsolete. 

Until recently, corporate boards have 
been predominantly homogenous groups—largely 
lacking in diversity of gender, race, and world view—
with seemingly little appetite for change. Today, 
after decades of relatively unvaried boardroom 
composition, we are at an inflection point. This 
composition model, long assumed to be effective, is 
now outdated.

Demographic, societal, and economic changes 
are rapidly shaping a future that looks very different 
from the past. Stakeholders of corporations, including 
shareholders, customers, employees, suppliers, 
and regulators are increasingly aware of, and often 
times reflect, these broad population trends. Board 
composition, however, has not always kept pace.

SLOW PROGRESS

The benefits of board diversity, both tangible 
and intangible, range from greater understanding 
of customers and employees to the value of having 
multiple perspectives around the table. Yet despite 
demonstrated openness to diversity, boards have 
been slow to incorporate it. The sluggish transition 
to more diverse boards has been antithetical to the 
pace of business, technology, and human progress in 
general. In fact, board diversity has lagged behind 
the increased diversity we see today in all other 
facets of society.

The world is changing, and it is happening faster 

than ever. As directors, we have a responsibility to 
prepare for the future of our organizations and to 
take the strategic actions necessary to adapt to the 
rapidly changing world in which our companies must 
compete. And that means being able to look at our 
companies and ourselves with a critical eye. This 
commission understands that change of this type 
is difficult—change always is. But good intentions 
alone have not worked; only sustained leadership by 
the director community will move our organizations 
in the right direction.  

More than a few exemplary boards have seen 
the road ahead and made the necessary changes. 
This commission is composed of individuals who 
have had the good fortune to serve on such boards. 
Indeed, many of the commission members have led 
movements to bring diversity to their companies or 
organizations. 

THE DIVERSITY MANDATE

In light of new global trends and business 
imperatives, the need for diversity of experience and 
perspective has become an unmistakable mandate. 
This issue is too important to be delegated entirely 
to management; it belongs to the board, which 
has a major role in unlocking the potential of the 
organization and its leaders. 

Some who read this report may think that skills 
alone matter, and that diversity of gender, race, 
and background should not be an issue for boards. 
Others might argue that women and racially diverse 
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individuals are statistically underrepresented on 
boards and assert that companies need to “right” this 
situation. 

This commission views diversity, first and 
foremost, as a business issue—as a means to 
competitiveness. A board’s performance relies on 
its understanding of the company and its operating 
environment. In today’s business landscape, the 
board cannot properly fulfill this responsibility 
without having directors who reflect the composition 
of its stakeholders, particularly its employees and 
customers. Put simply: corporations will not be 
able to build or maintain a successful enterprise 
that yields sustainable long-term shareholder value, 
without bringing a greater variety of perspectives 
into the boardroom. 

Every director has a responsibility to set a tone at 
the top that embraces and leverages this new reality. 
The board has a unique role and responsibility in 
diversifying its own membership, and, ultimately, 
the leadership and workforce of the organization.  

This report outlines the current state of boardroom 
composition, offers a road map to help improve board 
diversity, and identifies tactics to overcome the key 
barriers to broader diversity. Our hope is that every 
board embraces this message and acts on it. 

Sincerely,

Curtis Crawford
Cari Dominguez
Bill McCracken
Kathi Seifert
October 2012

Letter From the Co-Chairs



3The Diverse Board: Moving From Interest to Action   

Executive Summary

Corporate boards face a new set of challenges 
in the years ahead as major economic trends 
transform the way our companies operate. 

Not only is global competition growing, but here at 
home we also see shifting demographics and new 
customer bases. How directors handle these changes 
can determine the success or failure of the companies 
they serve. 

In light of these new developments, this 
commission believes that boards must strive for 
diverse composition as a means of strengthening their 
own ability to make wise and informed decisions. 
In particular, this requires gender, racial, age, and 
experience diversity to broaden the viewpoints, 
skills, and backgrounds of the individual board 
members. This is the essence of board diversity. 

 But building a diverse board is not always easy. 
Many boards aspire to be diverse, yet too few are 
able to achieve it. There are structural, social, and 
habitual barriers that have been unconsciously 
erected to prevent boards from obtaining the very 
best individuals for the board. These barriers are often 
not easily visible and operate slowly and subtly. The 
commission’s intent is to shed light on these hidden 
hurdles and provide some practical solutions. 

Diversifying the board is possible, and this 
report highlights some action steps to accomplish it. 
Through strong and effective leadership coming from 
within their own ranks, boards should first discuss 
diversity and recognize any existing barriers, then 
select and implement the solutions to best address 

these obstacles, and finally disclose these actions. 

1. DISCUSS

Candid, in-depth board discussions about critical 
topics are at the core of board contribution to any 
enterprise. The topic of diversity is no exception. 

2. SELECT AND IMPLEMENT 
SOLUTIONS

Approaches to building a diverse board will 
vary. There are some actions, however, that this 
commission considers indispensable in overcoming 
any barrier. At a minimum, the commission believes 
the following four actions should be taken by all 
boards that face such barriers: 
• Review and evaluate board composition. Diversity 

discussions should be rooted in company strategy 
and board evaluation. A candid exchange of views 
on both issues will be crucial to understanding the 
board’s composition and the company’s strategic 
needs. 

• Expand horizons for seeking candidates. Boards 
should consider setting a nominee slate target 
for the nominating/governance committee and 
recruiters. 

• Improve director evaluations. Board and individual 
director evaluations must be strengthened to hold 
the board accountable as an effective oversight 
body. 
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• Preserve, enhance, or consider adding tenure-
limiting mechanisms. Boards should consider 
selecting the most appropriate tenure-limiting 
mechanism for their company. Moreover, boards 
must adhere to the outcome when a tenure-
limiting mechanism is triggered even if the 
director is still an active participant. 

3. DISCLOSE

This commission encourages boards to consider 
going beyond required disclosures and to provide 
shareholders with a thorough explanation of their 
director search process and the potential value it 
brings to the company. 

Diversifying the board may take many shapes, 
but it is more involved than simply adding more 
women or ethnically diverse candidates to the 
mix. Directors must approach the improvement of 
their board methodically, with the intent of finding 
the very best talent to complement the company’s 
strategy and needs. 

Executive Summary
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Chapter 1: The Power of Diversity

Boards have a fundamental responsibility 
to advise senior executives and oversee 
their work. Having a diverse board can 

help in both respects, as a well-informed and 
thoughtful group of individuals can provide varying 
perspectives to decision makers. Such an approach 
has gained traction in recent years as an antidote to 
“groupthink.” 

Prior to the 1990s, there was a less perceived 
need for diverse opinions as board work was 
considered a “rubber stamp” of approval by many. 
With today’s more active and accountable boards, 
a rich discussion driven in part by diversity is 
necessary to be optimally effective. This shift away 
from homogeneity has become a characteristic of 
forward-thinking companies.  

The rising importance of board diversity has 
coincided with an increase in the complexity and 
velocity of business. With the growth of large, 
multinational corporations came more rigorous 
corporate activities to generate shareholder 
investment. After several major corporate collapses, 
a greater emphasis was placed on the role of the 
board. Today, directors are firmly in the spotlight, 
and shareholder activism—strengthened by a growth 
in institutional holdings—has reached new heights. 

Societal changes have also played a major role 
in corporate governance since the “traditional” 
board—those with little to no diversity—was the 
norm. Women now represent a greater portion of 
the workforce, and a larger segment of the American 

populace is racially diverse. Successful corporations 
have adjusted their internal and external business 
practices to stay competitive in this evolving 
landscape. 

Yet in the boardroom, diversity is relatively 
new. Despite progress on many fronts, some boards 
remain stuck in neutral—resulting in composition 
that lacks gender, racial, age, or ethnic diversity. 
Board searches, for example, have relied heavily 
on personal networking and word of mouth. This 
strategy of recruiting within networks, while 
protecting the board from exposure to unfamiliar 
and seemingly riskier directors, has led to the 
unintentional exclusion of many viable director 
candidates. In short, corporate boards have failed to 
change with the times.   

Looking ahead, a company’s ability to remain 
competitive will rely on its understanding of global 
markets, changing demographics, and customer 
expectations. Diversity is a business imperative, not 
just a social issue. The new business landscape will 
require boards to cast a wider net to find the very best 
talent available. As a natural corollary, the board’s 
mix of gender, ethnicity, and experiences will likely 
increase.

Boards now have a choice: maintain the current 
course and risk being left behind, or restructure 
board composition and operate at peak efficiency. 
The challenge is to not only recognize but to 
utilize a much wider pool of talent, which can 
play a significant and powerful role in corporate 
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governance. While business acumen will always 
be a necessary skill set for directors, the board’s 
composition must now, in addition, reflect the 
environment in which the company operates. This 
process is a cornerstone of a “strategy of inclusion.” 
This strategy and the suggested methods to achieving 
it will be discussed later in this report. First, it is 
worthwhile to understand the current environment of 
board composition.

THE CURRENT ENVIRONMENT 

Every board operates in its own unique way; 
the manner in which it approaches diversity is no 
exception. While some boards could be considered 
diverse, others have much room for improvement. 
The surprising fact is that many boards still possess 
little to no gender, racial, or ethnic diversity.

According to the 2012 NACD’s Public Company 
Governance Survey, the average board has about 
nine members. Gender and ethnic diversity, however, 
on these boards still remains fairly limited. Figure 
1 shows the percentage of public companies with 
women and minority directors. Women fare better 
overall with 72.6 percent of boards having at least 
one woman on board. Nearly 36 percent of boards 
have one woman while 36.9 percent have two or 
more.1

Racially or ethnically diverse directors have 
not yet attained the same representation as women. 
In 2012, less than half (48.2 percent) of all public 
companies have a minority director. More than 28 
percent of boards have one racially or ethnically 
diverse director and only 13.1 percent have two.2

The diversity of skills and experience is also 
seemingly one-sided as the majority of directors 
come from the highest corporate leadership 
positions. As Figure 2 demonstrates, 43 percent 
of directors in the S&P 500 come from senior 
executive positions and another 21 percent occupy 
other corporate executive positions (division/
subsidiary presidents or line and functional leaders).3

Further examination of board seats held by 
women or by racially or ethnically diverse candi-
dates is enlightening. Of the Fortune 500, racial-
ly or ethnically diverse men hold 9.9 percent of 
the seats, of which African-American men hold 
5.7 percent; Hispanic men held 2.3 percent; and 
Asian Pacific Islander men hold 1.8 percent. 
Racially or ethnically diverse women hold 3 
percent of Fortune 500 seats; more specifically, 
African-American women hold 1.9 percent; His-
panic women hold 0.7 percent; and Asian Pacific 
Islander women hold 0.3 percent.

Source: Updated Datasheet: Alliance for Board 
Diversity Report: Missing Pieces: Women and 
Minorities on Fortune 500 Boards. July 21, 2011.

Figure 1: Prevalence of Women and Minority 
Directors on Public Company Boards Since 2008
P evale c  f Wo  d Min ity Di rs
on Public Co pany Boards ince 2008

2008

66.0% 66.3%
68.6% 67.4%
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48.2%47.6%

43.7%43.9%42.4%

2009 2010 2011 2012

75.0%

70.0%

65.0%

60.0%

55.0%

50.0%

45.0%

40.0%

35.0%

Minority Directors Women Directors

Source: 2012 NACD Public Company Governance Survey.

Chapter 1: The Power of Diversity
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Figure 2: Independent Director BackgroundsNew ndep ndent Direct  
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Source: 2011 Spencer Stuart Board Index.

Figure 3: The Number of Women per Public 
Company Board
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Figure 4: The Number of Racially/Ethnically 
Diverse Directors per Public Company BoardT e Numb  of Racial y/ hn call  Dive s  
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Source: 2012 NACD Public Company Governance Survey.

DIVERSITY AS A BUSINESS 
IMPERATIVE

Diversity of human capital is an accepted business 
value today. The business need for diversity is 
evident in the rapidly changing demographic profile 
of the United States as well as the continuing rise 
in purchasing power of women and various ethnic/
racial groups. If not already recognized, businesses 
and boardrooms will need to be prepared for this 
shift. From shop floor to the boardroom, diversity 
has been associated with a number of positive 
results, as shown in this report’s research appendix. 
These results include improved competitiveness 
and talent management, greater access to capital, 
more sustainable profits, and better relations with 
stakeholders. 

Companies abroad are already learning this 
lesson. In the United Kingdom, for example, the 
Davies Report recommends FTSE 100 companies to 
have 25 percent female representation on the board.4 
The reason for the Davies recommendation was 
simple: greater board diversity improves business 
performance (see Appendix G).

There is another factor pushing American 
companies to increase diversity—the implications 
of the global marketplace. With today’s global 
impact on a U.S. company, with respect to supply 
chains, markets, political/economic developments, 
customers, human capital, etc., it is increasingly 
important that a board look for individuals with 
business experiences beyond the U.S. border. 

DEFINING DIVERSITY

The act of defining the term “diversity” is not 
something to be taken lightly. In 2009, the Securities 
and Exchange Commission (SEC) updated its proxy 
disclosure requirements to include the board’s 
consideration of diversity in the recruitment of new 
directors. By avoiding the assignment of a blanket 

Chapter 1: The Power of Diversity
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definition to the term, the SEC deferred to companies 
so that each may “define diversity in ways that they 
consider appropriate.”5 

The SEC’s approach highlights the difficulty 
in articulating what diversity means for every 
company. Proponents of diversity often use one of 
two descriptions: identity—gender, race, ethnicity—
or skills, such as professional experience. Those who 
champion identity diversity advocate for greater 
inclusion of women and racially or ethnically diverse 
individuals in the boardroom. Their argument is 
that increasing the representation of such diverse 
candidates will necessarily result in more diverse 
opinions, perspectives, and skills in the boardroom. 
Those who favor skill-based diversity hold that 
boards need to focus on an individual’s skills and 
experiences as they relate to corporate strategy. 

A comprehensive definition of diversity must 
include both fundamental aspects—identity and 
skills. Given the nature of the business world today, 
neither aspect can be excluded from the other. 
Therefore, a flexible approach is required so each 
company can select a unique meaning of diversity 
based on its needs.

IDENTIFYING NEEDS 

Before a board begins recruiting directors to 
improve diversity, it must first consider its needs in 
relation to the company’s specific characteristics. 
A regional U.S. bank, for example, will need a 
different set of directors than an international oil 
and gas company. These differences are based on 
each company’s profile, including its respective 
market, strategy, customers, vendors, investors, and 
employees. A thorough examination of these factors 
may point to an area where the board needs additional 
expertise or perspective.  

The identification process also includes an internal 
analysis of the skills and experiences of the current  
board members. Proper oversight relies on a broad 
collection of professional backgrounds to understand 

an enterprise’s operations and marketplace. As such, 
a board should not place all of its recruiting efforts 
on those individuals with leadership or financial 
experience. Other candidates with backgrounds in 
information technology, marketing, or international 
business may serve effectively on future boards.       

RECRUITING FOR VALUE

It is critical to avoid the perception of “tokenism” 
in the selection of new directors. Directors should not 
be selected solely on the basis of identity diversity. 
Foremost, a director should be selected for the value 
he or she can bring to boardroom discussions and 
decision making. Therefore, the consideration of a 
candidate’s identity diversity has to coincide with 
a determination that the individual possesses skills 
and experiences desirable by the board. This two-
dimensional approach avoids placing excessive 
weight on a candidate’s identity, but still incorporates 
that attribute as part of a full appreciation of all that 
he or she can bring to the table. 

Chapter 1: The Power of Diversity
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Chapter 2: A Strategy of Inclusion

Most boards today are ready and able to 
move past barriers to achieve greater 
diversity in the pursuit of excellence. 

Yet, in many cases, identifying the impediments 
and implementing solutions can be difficult. The job 
of advancing diversity is a challenge that requires 
strategy and leadership.

This chapter will provide the building blocks of 
a strategy, outlining the necessary steps for enabling 
change. In brief, the steps are to discuss diversity and 
recognize any existing barriers, select and implement 
the solutions to best match these obstacles, and 
disclose these actions. 

But a strategy alone is insufficient; strong 
leadership will be required to see it through. On 
each board, someone must be willing to step up and 
start the conversation and ask the difficult questions. 
For the benefit of the organization, the board must 
be willing to push for the implementation of the 
following three steps.  

1. DISCUSS  

Candid, in-depth discussions among all the 
directors about critical topics are at the core of board 
contribution to any enterprise. The topic of diversity 
is no exception. Though committees can play a key 
role in improving diversity, all members of the board 
have a shared responsibility to discuss the topic in 
full. 

Ensuring diverse viewpoints in the boardroom 
is a perennial task. Ideally, a discussion on director 

composition would follow the yearly board 
evaluation and succession planning. The findings 
from the review can provide a good starting point for 
addressing the skill sets and perspectives of the board 
members. Therefore, evaluations should include a 
question regarding whether the board is sufficiently 
diverse as defined by the company. Placing a diversity 
question into the annual board evaluation allows the 
facilitator to expose this issue and skillfully place it 
for board discussion.

2. SELECT AND IMPLEMENT 
SOLUTIONS 

In Chapter 3 of this report, the commission 
identifies a variety of tactics to overcome the potential 
barriers to diversity. A board cannot, however, 
implement all the solutions at once. Attempting to 
do so would likely prove unwieldy and inefficient. 
Instead, boards should assess the barriers they face 
and then select the solutions for improvement. 

There are some actions, however, that the 
commission considers indispensable in overcoming 
the structural, social, and habitual barriers as 
described in Chapter 3. At a minimum, the following 
four actions should be taken by all boards:
• Review and evaluate board composition. 

Diversity discussions should be rooted in 
company strategy and board evaluation. A candid 
exchange of views in both areas will be crucial 
to understanding the board’s composition and the 
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company’s strategic needs. This discussion may 
also include a critical analysis of the roadblocks 
that stand in the way of the board’s path to 
diversity—as the board defines this term. 

• Expand horizons for seeking candidates. Boards 
should consider setting an expected “target” for 
nominee slates for the nominating and governance 
committee and recruiters. For example, if a board 
determines that women are underrepresented, the 
nominating and governance committee could ask 
its recruiter(s) to deliver a slate with half of the 
candidates being women. Another option may 
be to work with multiple recruiters to ensure the 
identification of a broader pool of talent. 

• Improve director evaluations. Board and 
individual director evaluations must be 
strengthened to hold the board accountable as 
an effective oversight body. Evaluations should 
be designed with the intention of improving 
director performance. Where an individual is 
underperforming, mentoring and education may 
be appropriate. If an individual consistently 
underperforms or has unnecessary skill sets, the 
board should not renominate the director.  

• Preserve, enhance, or consider adding tenure-
limiting mechanisms. A key element to improving 
board diversity is to increase director turnover. 
Usually, boards are most effective when fresh 
and independent perspectives are routinely added 
over time. Therefore, boards should consider 
selecting the most appropriate tenure-limiting 
mechanism for their company. Moreover, boards 
must adhere to the outcome when a tenure-
limiting mechanism is triggered, even if the 
director is still an active participant. 

3. DISCLOSE 

SEC regulations require a board to disclose 
whether, and, if so, how a board considers diversity 
during a candidate search.6 This commission 
encourages boards to consider going beyond what is 
required and provide a thorough explanation of the 
search process and the potential value it brings to 
its operations. The proxy statement can be used to 
refresh stakeholders’ knowledge about the company’s 
policies, philosophy, and accomplishments on 
diversity. Most importantly, the message should be 
clear: the board sought the most qualified directors 
possible from a broad pool of candidates.

Chapter 2: A Strategy of Inclusion
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Chapter 3: Barriers and Tactics  
for Improvement

Many boards aspire to be diverse, yet too 
few are able to achieve it. The barriers are 
often not easily visible—deeply ingrained 

structural, social, and habitual factors that operate 
slowly and subtly. The commission’s intention is to 
shed light on these hidden hurdles and provide some 
possible solutions. 

The following chapter is organized according to 
the three factors listed above. In many cases, some 
barriers may be both structural and behavioral. 
Similarly, the possible solutions may address more 
than one problem.

In the sections below, this commission is aware 
that all boards do not need to implement all of the 
solutions. Some boards have identified their own 
specific barriers and begun to apply corrective 
measures; others have made much less progress. 

STRUCTURAL FACTORS

Unfortunately, some of the processes boards have 
relied on for decades inhibit the creation of dynamic, 
diverse boards. Many common board features, 
such as the absence of any type of tenure-limiting 
mechanism, have led to unintended consequences. 

Absence of tenure-limiting mechanisms, such 
as term limits. Fewer than 7 percent of boards have 
term limits.7 Of those that do, some are willing to 
bypass the limiting provisions in order to allow 
a director to serve for a longer period of time. 
These factors have decreased director turnover 
and prevented fresh perspectives from entering the 
boardroom.

The world of politics offers an interesting analogy 
to term limits and incumbency. In the political arena, 
it is often argued that term limits are unnecessary 
as politicians can be voted out of office at the next 
election. In reality, the power of incumbency is 
substantial and has led to many extended careers in 
politics. Similarly, boards cite shareholder voting as 
the instrument to force director turnover. However, 
voting directors off the board is rare.8 

Solution: Preserve, enhance, or consider adding 
mechanisms to increase director turnover. In general, 
this commission believes that more frequent turnover 
is beneficial to the board. However, currently more 
than 50 percent of boards do not replace a single 
director during the course of one year.9 Boards should 
use the tools already available to increase turnover, 
such as term limits, age limits, or resignation 
requirements upon change in job status. All of these 
mechanisms need not be used at the same time; 
rather, directors should select the most appropriate 
methods of turnover for their board. 

Careful consideration of tenure-limiting 
mechanisms is crucial. Age limits, for example, may 
not be right for all boards, as older directors can 
bring the value of experience; this could, however, 
open the possibility to a lack of age diversity. The 
commission believes that the goal should be to 
work towards more diverse boards while carefully 
maintaining good governance. 

Small board sizes. Corporate bylaws typically 
spell out a range for board size—generally from 5 
to 15 directors. For reasons of effectiveness, cost, 
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and group dynamics, public company boards rarely 
exceed a dozen members. Subsequently, a lack of 
available board seats has often been cited as a reason 
for little or no director diversity—there just isn’t 
room to add diverse directors.

Solution: Consider expanding the board’s size.  
When a board knows in advance of an upcoming 
retirement, it can temporarily add new directors 
before the retirement occurs. These new directors 
will continue to serve after the retiring director has 
left, and the board will contract to its original size. 
A temporary increase in size allows for inclusion of 
directors of diverse backgrounds, without threatening 
the seats held by current directors. This practice may 
also help transfer “institutional” knowledge through 
the overlap of board members.

Inadequate use of evaluations as a tool for 
board turnover. Evaluations are an opportunity 
for boards to review their current composition and 
make changes reflective of current needs in relation 
to the corporate strategy. Concurrently, an evaluation 
can identify those individuals not contributing to 
company value. The results from board evaluations, 
however, are not always robust; at times, there may 
be a natural tendency to preserve the status quo.10 
Effectively used, evaluations are a valuable tool for 
assessing board member performance, boardroom 
composition, and gaps in skill sets. 

Solution: Give evaluations traction.  Evaluations 
primarily enable a board to gauge  performance and 
make adjustments consistent with the company’s 
strategic direction. Improving this process will only 
occur when evaluations are also used as a tool of 
director accountability. 

Evaluations, and in particular individual 
director evaluations, should be designed to improve 
performance. However, a director’s consistent sub-
par performance warrants decisive board action. In 
these cases, the board should act on the evaluation 
results and lay out a performance improvement plan. 
If that fails to achieve the desired results, it may be 
necessary for the board to take action and either ask 

the director to resign or not nominate the director for 
reelection. 

Third-party board evaluations may help make 
the evaluation process easier and more effective. 
Evaluation comments tend to be more candid and 
instructive when independent outside consultants 
are used. This way, board members may avoid 
potential social drawbacks but still retain evaluation 
effectiveness. 

Inadequate use of executive talent 
management to develop directors from within. 
Many current executive talent management 
programs do not yet effectively prepare individuals 
with diverse backgrounds for the boardroom. While 
talent programs do and should have a management 
focus, exposure to boardrooms may still be limited. 

Solution: Enhance executive talent management 
programs in order to expand the pool of diverse 
directors. Specifically, training programs could 
educate young executives on the roles and 
responsibilities of boards of directors. Additionally, 
executives should be encouraged to serve on outside 
company boards as well as nonprofit boards. Current 
CEOs could help pave the way for these individuals 
by making the necessary introductions and personal 
connections. Additionally, continuing education 
classes would familiarize the executives with board 
operations. 

If implemented, this approach could potentially 
increase the overall pool of director candidates as 
well as expose the individuals to a broader view of 
the business world. This benefit will only enhance 
their performance at their current positions

SOCIAL FACTORS

There are certain inherent social behaviors that 
apply to every individual, regardless of race or gender. 
For example, individuals will often prefer or relate 
with people who are similar to themselves.11 These 
basic human behaviors are, in part, determining the 
outcome of boardroom composition. 

Chapter 3: Barriers and Tactics for Improvement
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Little knowledge of where to find candidates. 
More than 77 percent of director candidates are 
identified through personal networking or word of 
mouth.12 This recruitment style may encourage sitting 
directors to select those they know without reaching 
outside their personal networks. For example, boards 
may ask the question: “Who do we know?” as the first 
step in a director search. From this method, resulting 
candidates may come from similar social circles, 
geographical locations, or professional relationships. 
This selection style therefore is prone to perpetuating 
the status quo with respect to board composition. 

Knowledge of an individual is also an issue for 
search firm candidates. As explained above, boards 
will generally prefer a candidate if they have had 
some previous positive contact. Subsequently, a 
search firm’s candidate may face an uphill battle if 
he or she lies outside the sitting directors’ personal 
networks. 

Solution: Expand horizons when seeking 
candidates. Rather than making general statements 
about diversity, nominating and governance 
committees should establish an expected “target” 
for nominee slates presented by recruiters—for 
example, no less than one-third of candidates for 
new board seats should match the board’s definition 
of diverse. If the diverse candidates on the slate are 
not appropriate for addition to the board, then the 
committee must insist that the recruiter cast a wider 
net for talent.

Additionally, just as the audit and the 
compensation committees are encouraged to 
attend outside training to stay current, members of 
the nominating/governance committee could be 
encouraged to network with potential directors. 
NACD and other organizations offer many 
opportunities for committee members to look beyond 
their current horizons. 

Overboarding of certain “star” board 
members. Regardless of gender or ethnicity, director 
searches often turn up with the same directors’ names 
time and time again. Boards and recruiters frequently 

work with the people they “know,” most often proven 
directors that currently serve on other boards. Thus, 
the pool of diverse talent on boards is not expanded, 
just recycled from board to board. 

Unfortunately, the director world is already small; 
the added requirement for a diverse member further 
limits the field. Naturally, certain diverse directors 
are sought after because they are high-performing 
individuals. While the commission does not object 
to proficient directors taking on a greater number 
of board seats, this does raise a concern about time 
commitment. The possibility of overboarding can 
decrease the effectiveness of these directors. 

Solution: Move beyond the “star” diverse board 
members. Go beyond the crowd of known people. 
Use third-party references or a search firm to identify 
candidates who, while not already on boards, are 
otherwise qualified.

Reluctance of sitting directors to leave a board. 
Directorships are coveted positions. The prestige, 
network, and compensation are valuable aspects of 
a directorship. As such, it can be expected that few 
directors would voluntarily give up their seats to 
make room for a diverse director. As boards do not 
often change composition, a stigma can be associated 
with being removed from a board—even if it is for 
a reason entirely unrelated to performance. In order 
to avoid this stigma, boards rarely remove directors, 
thus opening fewer board seats to diverse directors.     

Solution: Adhere to term-limiting mechanisms to 
build turnover acceptance. Making turnover routine 
will help remove much of the stigma of change, 
as well as bring about more diverse and stronger 
boards. Use of practices such as term or age limits, 
when adhered to, can facilitate this process. In some 
cases, boards may want to designate directors who 
are rotating off as ex officio or emeritus. This model 
may allow for a more gradual, easier transition off 
of a board.  

Consolidating diversity into one category and 
related stereotyping. When categorizing all racial 
and ethnic groups together as “minorities,” boards 

Chapter 3: Barriers and Tactics for Improvement
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miss a chance to find the best candidates for their 
companies. Essentially, diversity means openness to 
all candidates. Is a board with women but no racial 
diversity, or vice versa, sufficiently diverse? By 
adding two Hispanic directors to a board, will the 
nominating committee believe the “diversity job” 
is done and miss a good skills match with the next 
candidate?  

Solution: Do not “check the box.” Do not assume 
that once you have one woman,  African-American, 
or European member that your quest for an optimally 
qualified, diverse board is accomplished. Remain 
open to a variety of candidates—including those 
who correlate to your customer base. Above all, 
avoid developing a quota mentality; instead search 
for excellence in performance. 

HABITUAL FACTORS

Habits are one aspect of human behavior that 
prove particularly difficult to change.  Generally, 
people adhere to routines and often resist attempts 
to deviate. In the boardroom, extending this practice 
to composition can decrease its effectiveness. The 
following illustrates some of the habits hindering 
board diversity.  

Failure to put diversity on the board’s agenda 
as a discussion topic. Too often diversity is perceived 
as an issue of compliance rather than strategy. Also, 
some directors may be hesitant to bring up an issue 
seen as “too political.” In other cases, directors have 
experienced difficult board conversations about the 
issue and hesitate to bring it up again.  

Solution: Place diversity on the board’s agenda 
as a topic for discussion and education. Diversity 
should be a continuing topic of discussion on the 
boardroom agenda. For productive dialogue, it is 
imperative that directors are not reluctant or fearful 
to speak on the topic. Chief executives should also 
share responsibility of putting diversity on the 
agenda if board members fail to act. 

Tendency to seek only CEOs and experienced 
public company directors for board seats. 
Generally, CEOs are the most highly sought for 
board openings. In one NACD survey, 53 percent of 
individuals ranked “leadership experience” as their 
most important attribute when recruiting directors.13 
By limiting the search to CEOs, boards miss out 
on many other aspects of diversity—gender, race, 
perspective, and professional background.  

Solution: Move beyond CEOs in seeking to fill 
board seats. Searches can be extended to include 
those who do not yet serve on a board but have 
the qualifications to become successful directors. 
This list could include entrepreneurs, rising high-
performance executives with large P&Ls, nonprofit 
leaders, prominent investors, and a variety of other 
individuals whose expertise can benefit a board on 
an ongoing basis. 

Existing lack of diversity on the nominating/
governance committee. In recent years, the 
nominating and governance committee has become 
increasingly responsible for pursuing new director 
candidates. Committee composition, however, has 
largely not been a principal issue for most boards. 
If the committee composition reflects a narrow 
perspective, new director searches may be limited. 

Solution: Diversify nominating and governance 
committee composition. Committee members can 
exert a great amount of influence on the director 
selection process. Just as independence breeds 
independence, a diverse committee can play a 
significant role in increasing diversity on the 
board. At a minimum, nominating and governance 
committee members should encourage greater 
participation from diverse directors during the search 
and selection of candidates.

Chapter 3: Barriers and Tactics for Improvement
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Chapter 4: Beyond the Boardroom:  
Into Action

Boards play a unique and important role in 
moving toward diversity, but they cannot do 
it alone. Candidates, recruiters, and investors 

also play a part. 

WHAT THE DIVERSE CANDIDATE 
OR NEW DIRECTOR CAN DO

Boards will be unable to find the diverse talent 
they need without action on the part of each potential 
director. These recommendations may seem self-
evident, but their importance warrants a brief 
mention. 

Devote time to networking and education. 
As mentioned earlier, directors are still found 
predominantly through personal networks, although 
there are equally effective recruitment measures 
to find diverse directors. Sitting directors will 
typically look for individuals they know to fit the 
role. Therefore, those seeking director positions 
can increase their own visibility and improve their 
understanding of board work by participating 
in educational events, governance sessions, and 
conferences. 

Understand boardroom dynamics. Regardless of 
gender, race, or ethnicity, board newcomers often do 
not fully understand the dynamics of a boardroom 
until they have obtained a directorship. Transitioning 
from a management role to an oversight role can be 
a challenge. There are new skills to learn, including 
active listening and the ability to articulate a position 
divergent from others.   

Learn to influence without being the leader. New 
directors are often elected to a board after spending 
a considerable amount of time in a position of 
operational leadership. As noted above, the transition 
from management to oversight can be difficult. 
In most cases, a new director will not be assigned 
as chairman or lead director. Despite this fact, 
every director still has a leadership responsibility 
as demonstrated through constructive skepticism, 
courage to make tough decisions, and maintenance 
of high ethical standards.

WHAT RECRUITERS CAN DO

Recruiters can have an enormous impact on 
building a diverse board. A firm with experience in 
board recruiting can be a dispassionate intermediary 
when conducting the board search, and possess the 
necessary sensitivity needed when introducing, 
positioning, and socializing the diverse candidate. 
It is important for recruiters to cast a wider net 
in bringing more diverse perspectives into the 
boardroom. Boards tend to look for CEOs and CFOs, 
but there are functional heads who are also broad 
business thinkers and should be included as part of 
the candidate pool—this includes those in marketing, 
human resources, and law. 
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Executive/director search firms should:
• Work with the nominating and governance 

committee to create a slate that includes a 
significant percentage of diverse candidates. 

• Demonstrate the importance of searching for 
suitably diverse individuals to the nominating 
and governance committee.

• Help boards understand the director succession-
planning processes with regard to developing 
tenure-limiting mechanisms; these allow 
corporations to reinvigorate the ranks of their 
boards with individuals with fresh perspectives.

• Go beyond the nominating and governance 
committee to ensure more open participation by 
the entire board.

• Educate boards in best practices with respect to 
candidate recruitment and selection. 

• Expand the search for individuals below the 
C-suite with P&L experience.

While working with recruiting firms, the board’s 
nominating and governance committee should insist 
on candidates who match their diversity needs. If the 
presented slates do not feature high-quality diverse 
candidates, work with the recruiting firm to find 
more suitable individuals. 

WHAT INVESTORS CAN DO 

Shareowners, too, can be a significant force 
in advancing boardroom diversity. Some major 
institutional investors—for example, the large 
public pension funds, CalPERS and CalSTRS—are 
already advocating diversity on corporate boards, 
through shareholder proposals and negotiations with 
companies they own.  

Pro-diversity investors can:
• Seek to educate other investors about the 

economic value of diversity. 
• Prioritize board diversity as an important criterion 

when choosing companies to invest in.  
• Consider being an advocate for diversity not 

only at the companies they own directly, but also 
at companies with shares traded through major 
index funds. 

Chapter 4: Beyond the Boardroom: Into Action
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Conclusion

After 20 years of little to no change in 
the demographic traits of U.S. boards, 
enlightened corporate leaders are recruiting 

directors with a range of professional backgrounds, 
skills, experiences, nationalities, and abilities. These 
changes in composition are not driven by quota or 
moral obligation. Rather, the desire for sustainable 
corporate performance and growth demanded this 
evolution. 

While this commission believes that a diverse 
boardroom will bring about better discussion, decision 
making, and critical oversight, some obstacles still 
impede the achievement of this goal. These obstacles 
are not insurmountable but will require strong 
leadership. Where will this leadership come from? 
As corporate leaders, it is our responsibility to steer 
our boards and companies in the right direction. The 
challenge, therefore, is upon each of us. 
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Appendix A: 

Research on Board Diversity14

Diversity on Boards:  
Census Reports
Alliance for Board Diversity. “Missing Pieces: 
Women and Minorities on Fortune 500 Boards.” 
Updated Datasheet: Alliance for Board Diversity 
Report (July 21, 2011).

Committee for Economic Development. Fulfilling 
the Promise: How More Women on Corporate 
Boards Would Make America and American 
Companies More Competitive. Washington, DC: 
CED, 2012.

Corporate Women Directors International. 
Women Board Directors of Fortune Global 200. 
Washington, DC: CWDI, 2011.

Equality and Human Rights Commission. Gender 
Diversity on Boards: The Appointment Process 
and the Role of Executive Search Firms. Research 
Report no. 85 (Spring 2012).

Executive Leadership Council. Census of African 
Americans Serving on Boards of Directors of 
Fortune 500 Companies. Alexandria, VA: ELC, 
2009. (This census is conducted periodically. For 
upcoming studies, visit http://www.elcinfo.com/.)

GMI Ratings/The Corporate Library. “Report 
Shows Women Hold More Than One in Ten Board 
Seats Gloablly.” Women on Boards Report. (Mar. 8, 
2012).

Lord Davies of Abersoch, CBE. “Women on 
Boards.” Davies Report (Mar. 2012).

Studies Showing or Advocating a 
Positive Correlation Between Board 
Gender/Racial Diversity and  
Company Performance
Bernstein, Anita. “Diversity May Be Justified.” 
Hastings Law Journal 64, no. 5 (Aug. 2012). 
Diversity has the power to simultaneously achieve 
two social goods—the repair of subordination 
and the strengthening of pluralism—that rest 
on independent and mutually constitutive 
jurisprudential bases. 

Carter, Nancy M. and Harvey M. Wagner. The 
Bottom Line: Corporate Performance and Women’s 
Representation on Boards (2004–2008). New York: 
Catalyst, 2011. The top quartile of Fortune 500 
companies measured by the percentage of women 
on the board of directors experience 26 percent 
better return on invested capital and 16 percent 
better return on sales than the bottom quartile of 
Fortune 500 companies, based on company stock 
performance between 2004 and 2008. Fortune 500 
companies with three or more women on the board 
of directors reported 84 percent better return on 
sales, 60 percent better return on invested capital, 
and 46 percent better return on equity than Fortune 
500 companies with zero women on the board of 
directors.  
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Credit Suisse Research Institute. “Gender Diversity 
and the Impact on Corporate Performance.” July 31, 
2012. Companies with at least some female board 
representation outperformed those with no women 
on the board in terms of share price performance.

Desvaux, Georges, Devillar-Hoellinger, Sandine, 
and Pascal Baumgarten. Women Matter: Gender 
Diversity, a Corporate Performance Driver. New 
York: McKinsey and Co., 2007. Based on a study 
of companies in Europe, companies with three or 
more women in their governing bodies (including 
senior managers serving on the board) perform 
better in nine key areas than do companies with 
fewer women at the top. Areas studied were work 
environment, direction, coordination and control, 
leadership, external orientation, motivation, 
capability, and accountability.

The Eversheds International Law Firm. The 
Eversheds Board Report. Mar. 2011. The stock of 
companies with more women on the board tended 
to perform better between 2007 and 2009 than 
companies with fewer women on the board.The 
study looked at stock prices of global companies 
headquartered in Europe, the United States, and the 
Asia-Pacific region. 

Jehn, Karen A., Northcraft, Gregory B., and 
Margaret A. Neale. “Why Differences Make a 
Difference: A Field Study of Diversity, Conflict, 
and Performance in Workgroups.” Administrative 
Science Quarterly 44, no. 4 (Dec. 1999).  A multi-
method field study of 92 workgroups explored 
the influence of 3 types of workgroup diversity 
(social category diversity, value diversity, and 
informational diversity) and 2 moderators (task type 
and task interdependence) on workgroup outcomes. 
Informational diversity positively influenced group 
performance, mediated by task conflict. Value and 
social category diversity, task complexity, and 
task interdependence all moderated this effect. 
Social category diversity positively influenced 

group member morale. Value diversity decreased 
satisfaction, intent to remain, and commitment to 
the group; relationship conflict mediated the effects 
of value diversity. 

Marimuthu, Marin. “Ethnic Diversity on Boards of 
Directors and Its Implications on Firm Financial 
Performance.” Journal of International Social 
Research 1, no. 4 (Summer 2008). Ethnic diversity 
on boards of directors is more likely to lead to 
superior financial performance.

Rhode, Deborah and Amanda K. Packel. “Diversity 
on Corporate boards: How Much Difference Does 
Difference Make?” Working Paper Series No. 89. 
Rock Center for Corporate Governance, Stanford 
University, Sept. 2010. When diversity is well 
managed, it can improve decision making and 
enhance a corporation’s public image by conveying 
commitments to equal opportunity and inclusion. 
To achieve such benefits, however, diversity must 
extend beyond tokenism and corporations must be 
held more accountable for their progress. 

Trautman, Lawrence J. “Boardroom Diversity: 
Why It Matters.” Working Paper. Sept. 16, 2012. 
Diversity gains have been slow because the 
concept of diversity is not sufficiently well defined. 
Nontraditional board candidates can cultivate the 
skills necessary to make themselves attractive 
and productive board directors, and nominating 
committees and boards can define their needs, 
explore their options, and spark constructive 
dialogue and action about diversity. 

Virtcom Consulting. “Board Diversification 
Strategy: Realizing Competitive Advantage and 
Shareowner Value.” CalPERS, Apr. 2008. The stock 
of Fortune 100 companies with the most diverse 
boards outperformed the Dow Jones Industrial 
Average and the NASDAQ 100 between 2003 and 
2008. The stock of these most diverse companies 
did not outperform the S&P 500 between 2003 and 
2008. 
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Studies Indicating a Mixed or  
Negative Correlation Between  
Board Gender/Racial Diversity  
and Company Performance
Adams, Renee B. and Daniel Ferreira. “Women in 
the Boardroom and Their Impact on Governance 
and Performance.” Working Paper. European 
Corporate Governance Institute, Oct. 22, 2008. 
Women are more likely to join monitoring 
committees; thus gender-diverse boards may devote 
more effort to monitoring. However, the average 
effect of gender diversity on firm performance 
is negative. This negative effect is driven by 
companies with fewer takeover defenses. 

Ahern, Kenneth R. and Amy K. Dittmar. 
“The Changing of the Boards: The Impact on 
Firm Valuation of Mandated Female Board 
Representation.” Quarterly Journal of Economics 
127, no. 1 (Jan. 2012). The constraint imposed 
by a 2003 quota in Norway mandating female 
representation caused a significant drop in the 
stock price at the announcement of the law and 
a large decline in Tobin’s Q (market value/assets 
replacement cost) over the following years, 
consistent with the idea that firms choose boards 
to maximize value. The quota led to younger and 
less experienced boards, increases in leverage 
and acquisitions, and deterioration in operating 
performance. 

Carter, David et al. “The Diversity of Corporate 
Board Committees and Firm Financial 
Performance.” Working Paper. Oklahoma State 
University, Mar. 15, 2007. Board diversity has 
a positive influence on financial performance as 
measured by Tobin’s Q (the market value of a 
firm divided by the replacement cost of its assets). 
However, the process through which gender and 
ethnic diversity impacts financial performance is 
subtle and complex. Some functions of the board 

may benefit from diverse directors while other 
functions may actually suffer. Furthermore, the type 
of diversity appears to matter. 

Dobbin, Frank and Jaiwok Jung. “The Competence 
Gap or Institutional Investor Bias?” North Carolina 
Law Review 89, no. 3 (2011). Institutional investors 
promote gender diversity on boards through 
shareholder proposals favoring it. Increases in 
board gender diversity do not affect subsequent 
profitability, suggesting that firms that add women 
to boards do not experience losses in board efficacy, 
or perhaps confirming what previous studies have 
implied; that boards don’t much matter. But an 
increase in gender diversity on boards is followed 
by a significant decrease in stock value. The fact 
that board diversity has no influence on profits, but 
a negative effect on stock price, lends support to a 
thesis that institutional investors are biased against 
gender diversity.  

Fairfax, Lisa M. “Revisiting Justifications for 
Board Diversity.” The Conference Board Director 
Notes. Report no. DN-V3N22-11 (Nov. 2011). The 
economic case for diversity is more compelling than 
the traditional social case.  

Hussein, Kassim and Kiwia, Bill. “Examining the 
Relationship Between Female Board Members and 
Firm Performance—A Panel Study of U.S. Firms.” 
(July 27, 2009) African Journal of Finance and 
Management (2009), available only online at papers.
ssrn.com/sol3papers.cfm?abstract_id=1596498. The 
results find no positive and significant relationship 
between performance measures (of ROA, ROE, 
Tobin’s Q ratio and price at close) with gender 
influence, pool of employed females, gender 
participation, and gender mix. On the other hand, 
the Shannon index which measures the level of 
female representation inside the boardroom shows 
positive and significant relationship between gender 
and firm value. Therefore, different measures may 
give different results. 
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Langevoort, Donald C. “Commentary: Puzzles 
About Corporate Boards and Board Diversity.” 
North Carolina Law Review 89, no. 3 (Mar. 2011). 
Claiming and documenting the economic value of 
diversity seems to be strategic necessity but the 
value added by board diversity is hard to prove with 
any rigor. 
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Appendix B:

A Guide to Board-Level  
Diversity Discussions

This report is intended primarily for boards 
in the earliest stages of conversation about board 
diversity; it can help jumpstart the dialogue. This 
report can also be helpful to boards that have already 
begun discussing diversity but need to refocus their 
conversation.

1. PREPARE FOR DIVERSITY 
DISCUSSION

• Place diversity on the meeting agenda as a 
discussion topic. 

• In advance of the meeting, send out copies of 
reference materials, such as this Blue Ribbon 
Commission report and any others deemed 
important by the chair of the governance/
nominating committee. 

• Also in advance of the meeting, send out a list 
of questions and/or topics to be discussed. The 
outline below lists questions/topics that may be 
discussed. 

2. HOLD DIVERSITY 
DISCUSSIONS

Sample questions to help a board prepare to 
discuss, select and implement, and disclose diversity 
goals.

DEFINE DIVERSITY

• How does this board define diversity? Does our 
definition include gender and race/ethnicity?  
If not, why not? Do we wish to change our 
definition of diversity? 

• What type of perspectives or backgrounds 
will help in the formulation and fulfillment of 
strategic objectives?

• Does our company value diversity as a means to 
competitiveness?

DISCUSS DESIRED OBJECTIVES 

• Given an agreed upon definition of diversity, is 
our board sufficiently diverse according to how 
we understand diversity? 

• What goals will we set for diversity?

DECIDE PROCESS 

• If we are sufficiently diverse according to our 
definition, what processes do we have that will 
ensure continued diversity? 

• If we are not sufficiently diverse according to 
our definition, what processes do we have in 
place that will bring about and maintain the 
desired level of diversity? 

• What milestones will we set to measure 
progress?
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ASSESS PROGRESS 

• How have we advanced in diversity since our 
last discussion? 

• What milestones have we met?
• What are the challenges for “retention of 

diversity” or “sustaining the progress achieved?” 

DISCUSS DISCLOSURES 

• What kinds of disclosures should we make about 
our board’s diversity?    

• Where should the disclosures be presented? 
Proxy statements? Shareholder and other 
constituent meetings? Other forums and reports?

Appendix B: A Guide to Board-Level Diversity Discussions
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Appendix C: 

Actions Speak Louder Than Words: 
Frontier CEO Discusses Value  
of Diversity

While some boards are talking about 
increasing diversity in their organizations, Frontier 
Communications, one of nation’s largest rural 
exchange carriers, has taken action to establish 
diversity as a key tenet throughout the organization 
and is reaping the benefits of the talent the company 
has attracted. Frontier Chairman and CEO Maggie 
Wilderotter shares some key insights about the value 
of diversity and some ideas for how other boards can 
follow Frontier’s example.

Frontier Communications has a strong 
commitment to a diverse workforce, which 
carries over to the board. What led Frontier to 
make diversity a priority in the company and 
the boardroom? 

My responsibility as chairman and CEO is to 
make sure we hire great people and attract terrific 
board members who together reflect the composition 
of our customers. We have close to four million 
residential and business customers—every one 
different, with unique needs and wants. Having 
diverse points of view about how we make day-to-
day decisions and board-strategic decisions is critical 
and a competitive advantage. (Add in that I am one 
of four sisters raised by parents who told us nothing 
was impossible for girls and women and you’ll see 
why diversity is especially important to me. It’s very 
personal!)

How did Frontier achieve a diverse board—
what steps were taken, goals put into place? 

I’m a great networker and through my work, 
board memberships, and professional associations 
over the years, I have met and continue to meet many 
talented people. I truly make an effort to connect 
with executives in and outside our industry who have 
a portfolio of experiences that could help Frontier. 
Good leaders want smart people who will have a 
passion for the company and enhance our decisions. 
Frontier is also fortunate to have a strong nominating 
and corporate governance committee that considers 
many forms of diversity in choosing board members, 
including experience, skills, ethnicity, race, gender, 
and cultural values. 

What can other company boards learn from 
Frontier’s experience?

Isn’t it amazing to be having this conversation 
in 2012? But I hope boards learn from Frontier, and 
from great companies like Procter & Gamble and 
Xerox, that diversity is not just a value add, but a 
value in the truest sense of the word. It’s part of our 
moral compass. Employees, shareholders, customers, 
and the financial community expect it—in fact, they 
should demand it. Some businesses need that push—I 
am on the board of Catalyst, the leading nonprofit 
membership organization expanding opportunities 
for women and business, and it is astonishing how 
many Fortune 500 companies still lack a single 
female board member. Diversity is good business!
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Appendix C: Actions Speak Louder Than Words: Frontier CEO Discusses Value of Diversity

What tangible and intangible benefits have 
you seen result from having a diverse board? 

We hear different points of view and have “robust” 
discussions. Our board represents varied parts of 
the country and includes current and former CEOs, 
investment bankers, experts in communication, 
marketing and strategy, auditors, lawyers, former 
CFOs, and business people of different race, gender, 
ethnicity, and general background. Our directors 
help us make better decisions as a company. An 
intangible benefit and an extremely important one is 
that employees see that leadership really embraces 
diversity. We don’t just talk about it—we live it.

In your experience, does having women 
in the C-suite help to drive diversity in the 
boardroom?

I think it certainly helps. My board knows I am 
not only open to diversity—I expect it! I also realize 
people need to find a comfort level, and the best way 
I know to do that is to work in the trenches together. 
When you are united in a common cause—doing the 
best for customers, employees, and shareholders—
you stop seeing people in terms of gender, race, or 
being differently labeled. What matters are the results 
of good processes that help you make decisions that 
add value. “Value” doesn’t have a gender or race or 
creed—it just “is.” 

What programs or initiatives are in place at 
Frontier to foster a diverse workforce?

It is part of our on-boarding for new employees, 
our values, our annual employee opinion survey, and 
much more. We have a hiring program dedicated to 
military veterans and reservists and are part of the 
100,000 Jobs Mission and The Employer Partnership 
of the Armed Forces, two major coalitions designed 
to assist men and women transition to civilian 
employment. The technological, communications, 
and leadership skills they possess are assets for any 
company. In addition, we work with local colleges, 

some in economically depressed areas of the country, 
to support careers in telecommunications. 

We offer hands-on experience, too. In colleges in 
Middletown, New York, and Kearney, Nebraska, we 
have TechLabs that allow students to learn essential 
work skills in a real-life environment—together with 
some of our great vendors we actually built central 
offices in the school buildings. We’re pretty proud of 
that and our other educational efforts. I think one of 
the best ways to foster a diverse workforce is to equip 
young adults with the skills they need to get a job and 
advance. We also hire more than 150 interns every 
summer—from all walks of life and from a variety 
of colleges. It lets us scout talent and lets talent scout 
us. Our success is measured by how many interns 
come to Frontier when they graduate. We are doing 
pretty well on this metric.

What advice do you have for companies and 
boards that are looking to recruit diverse 
candidates?

Part of me wants to echo my parents and say: 
“Don’t ask; just get on with it!” But really, this isn’t 
neuroscience—there are hundreds upon hundreds of 
thousands of talented people waiting for a chance for 
a good job and a rewarding career, especially in this 
economy. If your human resource team isn’t bringing 
you those candidates, then it’s time to change 
your team. With all of the networks, job boards, 
professional associations, nonprofits, and more just 
bursting to place qualified people, the time for talk 
is long over. Action is all that counts. Take a chance. 
All decisions have risks, but so many studies and 
companies have shown women and diverse boards 
improve results that it’s a low-risk proposition with 
great upside.

Maggie Wilderotter was named chairman and 
CEO of Frontier Communications Jan. 1, 2006. She 
joined the company Nov. 1, 2004, as president and 
CEO and a member of the board. Before this, she 
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was senior vice president of the worldwide public 
sector at Microsoft. Wilderotter was president 
and CEO of Wink Communications, executive vice 
president of national operations for AT&T Wireless 
Services, CEO of AT&T’s aviation communications 
division and a senior vice president of McCaw 
Cellular Communications. She serves on the boards 
of Xerox and Procter & Gamble and a number of 
nonprofit organizations. In 2011, she was named to 
the Directorship 100, and is a member of the board of 
advisors of BoardroomIQ and the WomenCorporate-
Directors Global CEO Task Force. Fortune magazine 
included her in its ranking of the “50 Most Powerful 
Women in Business” in 2009, 2010 and 2011. In 
November 2011, The Financial Times named her 
as one of “The Top 50 Women in World Business.” 
That same month she received “The Business Media 
Award” from the Women’s Media Center. On Oct. 
4, 2010, President Obama announced Wilderotter’s 
appointment as vice chair of the President’s National 
Security Telecommunications Advisory Committee.

Appendix C: Actions Speak Louder Than Words: Frontier CEO Discusses Value of Diversity
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Appendix D:

Moving Beyond Discussion: Intel Values 
Diversity as Core Business Tenet

As a global leader in computing innovation, Intel, 
which designs and builds the essential technologies 
that serve as the foundation for computing devices, 
has made diversity part of its business foundation. 
A worldwide perspective helps Intel anticipate the 
needs of a changing marketplace, and Intel President 
and CEO Paul Otellini shares how the company 
has integrated diversity into the way it conducts 
business, recruits employees and fosters diversity as 
an ongoing part of its corporate culture.

Intel is focused on employing a workforce 
that is as diverse as its customers, vendors, 
and colleagues. What impact has this global 
perspective had on the company? Have there 
been tangible/intangible benefits to having a 
diverse workforce? 

At Intel, our vision is to create and extend 
computing technology to connect and enrich the 
lives of every person on earth. We can only achieve 
this vision with a globally diverse workforce. Across 
design, development, and go-to-market strategies, we 
need our global presence to be anchored by diverse 
and local insights. The most recent example is the 
Ultrabook. Without cooperation and partnerships 
across Intel teams worldwide and our industry 
partners, the first generation of Ultrabooks would 
never have come to market in such a short period 
of time. Within six months of unveiling our vision 
for this new computing category, our customers had 
products commercially available. Our employees 
take real inspiration from the ways that they impact 

our products and the impact our products have on the 
world. 

What factors led Intel to make boardroom and 
management diversity a priority? 

Intel is a business that is at the cutting-edge of 
technology and manufacturing, so it should be no 
surprise that we also recruit and nurture the best 
global talent. The wide range in perspectives that we 
gain by hiring and developing talent from a diverse, 
global labor pool gives us a better understanding 
of the needs of our customers, suppliers and 
communities, and helps us advance our leadership in 
both technology and corporate responsibility. From 
the boardroom to management to the sales teams—
diversity enhances every aspect of our business. 

What can other company boards learn from 
Intel’s experience? 

Intel’s achievements with a diverse workforce 
offer lessons not just to company boards, but to 
management and employees at every tier of any 
organization. In fact, I think it is a mistake to think of 
diversity as only a boardroom issue. It must be a value 
that is embraced by everyone in the organization. At 
Intel, we are in the business of innovation, and to be 
at the forefront of innovation you need to draw from 
the experience and insights from a broad sector of 
employees. In the four decades that we have been 
operating globally, we have learned that innovation 
is driven by different voices, experiences, and ideas. 
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Intel has a director of diversity. How has 
instituting a formal diversity office helped to 
achieve a diverse corporate culture? 

Our director of diversity is Rosalind Hudnell, and 
she and her team provide the focus and the leadership 
that is needed in order to ensure that diversity remains 
at the core of our business. Her team develops annual 
diversity action plans that are monitored quarterly, 
with rigorous indicators related to recruitment and 
performance management. 

To achieve their goals, our diversity team has 
put in place powerful programs for building stronger 
pipelines for employees pursuing technical and 
leadership careers. They’ve also developed programs 
that build multi-cultural awareness and build external 
alliances with national diversity organizations to 
enhance our learning.

Our 20 chartered employee affinity groups are one 
such program. These groups are organized around 
ethnicity groupings, national origin, military service, 
religious beliefs, gender, sexual orientation, as well 
as other affinities such as parenthood and disability. 
They provide a powerful means of integration for 
our employees, and actively influence our corporate 
culture. We take great pride in the success of these 
programs, but, Roz and I both agree, there is always 
more to be done. 

What advice do you have for companies and 
boards that are looking to recruit diverse 
candidates? 

I think it is inevitable that any great business 
will by necessity have a diverse workforce. If you 
want to recruit diverse candidates, then you need to 
prove that diversity isn’t a talking point or a do-good 
initiative. It must be embedded at the fundamental 
core of the company’s vision and culture. 

Paul S. Otellini is president and chief executive 
officer of Intel. He became the company’s fifth CEO 
on May 18, 2005, succeeding Craig R. Barrett. 
Otellini previously had served as Intel’s president 
and chief operating officer, positions he held since 
2002, the same year he was elected to Intel’s board 
of directors.

Since joining Intel in 1974, Otellini has managed 
several Intel businesses, including the company’s PC 
and server microprocessor division and the global 
sales and marketing organization.

In 2002, Otellini was elected to Intel’s board 
of directors and promoted to president and chief 
operating officer. He was named CEO in May 
2005, a role in which he’s focused on driving the 
company’s growth and mission to deliver innovative, 
energy-efficient products. Under Otellini’s guidance, 
Intel also aims to usher in a new era when portable 
wireless computing is available anytime, anywhere. 
The company also is focused on bringing the next 
billion people online with affordable computers 
tailored to their needs.

Otellini received a bachelor’s degree in economics 
from the University of San Francisco in 1972, and 
an MBA from the University of California, Berkeley 
in 1974. Otellini serves on the board of directors of 
Google. He also serves on the President’s Council on 
Jobs and Competitiveness.

Appendix D: Moving Beyond Discussion: Intel Values Diversity as Core Business Tenet
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Appendix E:

Global Approach to Diversity Drives  
GM Forward in Marketplace

As a leader in the automotive market, General 
Motors has placed diversity at the top of its agenda 
both in the workforce and in the boardroom. 
Chairman and CEO Dan Akerson explains how GM’s 
long-term commitment has enhanced the company’s 
internal, external, and global operations. 

GM has defined diversity in broad terms. 
How did the company go about developing 
this definition, and has it been a useful tool 
when it comes to recruiting employees or 
boardroom directors? Does it also play a role 
in identifying dealers and suppliers?

GM’s commitment to diversity goes back decades. 
We were among the first Fortune 500 companies 
to have an African-American officer in addition to 
establishing the industry’s first supplier diversity 
program, the first U.S. minority dealer development 
program, and the first women’s dealer development 
program. We currently have more than 200 minority 
and nonminority women-owned suppliers. 

We think our success has been driven by our 
definition of diversity, which is based on the “whole 
person” concept. This includes race, ethnicity, 
gender, generational, cultural expertise, language, 
regional expertise, ethnicity, functional skills, and 
learning styles. 

As a philosophy, the concept helps us connect 
with the very best talent we can find, and recruit 
employees, executives, directors, dealers, and 
suppliers who reflect the global market place and our 
consumer base. 

Have there been tangible/intangible benefits 
to having a diverse workforce and board? 

We are a more savvy and formidable competitor 
and much more responsive to the marketplace where 
we operate as a result of our commitment to diversity. 

I am more keenly focused on capability than 
factors like gender, but our “whole person” strategy 
has allowed us to create a very diverse board and 
leadership team.

For example, 4 of our 12 non-employee directors 
are women including 2 who have been CEOs of large 
companies.

At the board level, diversity will help us build 
and sustain a competitive advantage for the simple 
reason that different perspectives drive the kind 
of thoughtful discussion and analysis that leads 
to better decision making. Study after study backs  
that up. 

It applies equally to our operations. We have very 
capable women running major parts of our business, 
including the heads of GM do Brasil, GM Argentina, 
Chevrolet Europe, North American manufacturing 
and labor relations, human resources, global product 
development, and more. 

What factors led GM to make boardroom and 
management diversity a priority? 

GM can’t be mono-cultural. We have a 
manufacturing presence in 30 countries, and we sell 
in more than 120 countries. We’re the market leader 
in the United States and China, and we are one of the 
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five largest marketers in the world, based on global 
spending. 

Just look at the influence women have in the U.S 
auto market. Women purchase at least 60 percent of 
all cars and trucks and influence at least 80 percent 
of new vehicle sales. They order 54 percent of the 
service work done at dealerships and spend more than 
$300 billion on vehicle sales and service annually. 

All of this makes diversity a business imperative.

What can other company boards learn from 
GM’s experience?

The GM lesson is pretty straightforward. It takes 
diversity of thought, opinion, experience, and culture 
to succeed in the global marketplace and sustain a 
competitive advantage. If your company doesn’t 
embrace diversity, you won’t be as successful.

What advice do you have for companies and 
boards that are looking to recruit diverse candidates?

I think the best recruiting strategies are 
relationship driven, and the foundations are 
employee ambassadors and partnerships with 
professional organizations. But to build a diverse 
organization from top to bottom, the leadership must 
be committed and accountable. Otherwise, your plan 
is nothing more than a collection of well-meaning 
words.

Daniel F. Akerson is chairman and CEO of 
General Motors. He joined the company in July 2009 
as a member of the board of directors. 

Prior to joining GM, Akerson was a managing 
director and head of global buyout for The Carlyle 
Group in Washington, D.C. He also served as 
CEO or president of several telecommunications 
and technology companies, including MCI, Nextel 
Communications, XO Communication, and General 
Instrument. 

Akerson serves on the boards of the U.S. Naval 
Academy Foundation, the Tsinghua University 
School and Economics and Management Advisory 
Board, the International Business Leaders Advisory 
Council of Shanghai, and is a member of the Business 
Council. He received the T.C. and Elizabeth Cooke 
Business Medallion from the College of William & 
Mary in 2004.

He co-chaired the “Leaders to Serve the Nation” 
capital campaign, which raised a record $254 million 
for the U.S. Naval Academy. Akerson chairs his 
family’s Blue Earth Foundation, which is dedicated 
to providing financial assistance to programs serving 
young people. In 2011, he was named “Humanitarian 
of the Year” by So Others Might Eat (SOME) which 
serves the Washington, D.C. metropolitan area.

Appendix E: Global Approach to Diversity Drives GM Forward in Marketplace
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Appendix F: 

Examples of Director Criteria With  
Regards to Diversity

General Criteria for Nomination 
to the Board of Directors of  
Johnson & Johnson
1. Directors should be of the highest ethical 

character and share the values of Johnson & 
Johnson as reflected in the Credo. 

2. Directors should have reputations, both personal 
and professional, consistent with the image and 
reputation of Johnson & Johnson. 

3. Directors should be highly accomplished in their 
respective field, with superior credentials and 
recognition. 

4. In selecting Directors, the Board should 
generally seek active and former chief executive 
officers of public companies and leaders 
of major complex organizations, including 
scientific, government, educational, and non-
profit institutions. 

5. At the same time, in recognition of the fact that 
the foundation of the Company is in medical 
science and technology, the Board should also 
seek some Directors who are widely recognized 
as leaders in the fields of medicine or the 
biological sciences, including those who have 
received the most prestigious awards and honors 
in their field. 

6. Each Director should have relevant expertise 
and experience, and be able to offer advice and 
guidance to the chief executive officer based on 
that expertise and experience. 

7. All outside Directors on the Board should be and 
remain “independent,” not only as that term may 
be legally defined in the SEC and New York 
Stock Exchange rules and regulations, but also 
without the appearance of any conflict in serving 
as a Director. In addition, Directors should be 
independent of any particular constituency 
and be able to represent all shareholders of the 
Company. 

8. Each Director should have the ability to exercise 
sound business judgment. 

9. Directors should be selected so that the Board 
of Directors is a diverse body, with diversity 
reflecting gender, ethnic background, country of 
citizenship and professional experience. 

10. The Board also reconfirms the mandatory 
retirement age of 72.
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Appendix G:

Recommendations for Board Diversity  
in the United Kingdom

Report of Lord Davies of Abersoch to Edward 
Davey, the Business Minister of the United 
Kingdom, and Lynne Featherstone, the 
Minister for Women of the United Kingdom, 
Progress Report of May 2012.16

Recommendation 1. All Chairmen of FTSE 350 
companies should set out the percentage of women 
they aim to have on their boards in 2013 and 2015. 
FTSE 100 boards should aim for a minimum of 
25% female representation by 2015 and we expect 
that many will achieve a higher figure. Chairmen 
should announce their aspirational goals within 
the next six months (by September 2011). Also we 
expect all Chief Executives to review the percentage 
of women they aim to have on their Executive 
Committees in 2013 and 2015. 

Recommendation 2. Quoted companies should 
be required to disclose each year the proportion of 
women on the board, women in senior executive 
positions, and female employees in the whole 
organization. 

Recommendation 3. The Financial Reporting 
Council (FRC) should amend the UK Corporate 
Governance Code to require listed companies to 
establish a policy concerning boardroom diversity, 
including measurable objectives for implementing 
the policy, and disclose annually a summary of 
the policy and the progress made in achieving the 
objectives. 

Recommendation 4. Companies should report on 
the matters in recommendations 1, 2, and 3 in their 
2012 Corporate Governance Statement whether or 
not the underlying regulatory changes are in place. 
In addition, Chairmen will be encouraged to sign a 
charter supporting the recommendations. 

Recommendation 5. In line with the UK 
Corporate Governance Code provision B.2.4, 
“A separate section of the annual report should 
describe the work of the nomination committee, 
including the process it has used in relation to 
board appointments.” Chairmen should disclose 
meaningful information about the company’s 
appointment process and how it addresses diversity 
in the company’s Annual Report including a 
description of the search and nominations process. 

Recommendation 6. Investors play a critical role in 
engaging with company boards. Therefore investors 
should pay close attention to recommendations 
1-5 when considering company reporting and 
appointments to the board. 

Recommendation 7. We encourage companies 
periodically to advertise non-executive board 
positions to encourage greater diversity in 
applications. 



33The Diverse Board: Moving From Interest to Action   

Recommendation 8. Executive search firms should 
draw up Voluntary Code of Conduct addressing 
gender diversity and best practices, which cover 
the relevant search criteria and processes relating to 
FTSE 350 board-level appointments.

Recommendation 9. In order to achieve these 
recommendations, recognition and development of 
two different populations of women who are well 
qualified to be appointed to UK boards needs to be 
considered: 

• Executives from within the corporate sector, 
for whom there are many different training and 
mentoring opportunities; and 

• Women from outside the corporate mainstream, 
including entrepreneurs, academics, civil 
servants, and senior women with professional 
service backgrounds, for whom there are many 
fewer opportunities to take up corporate board 
positions.  

A combination of entrepreneurs, existing providers 
and individuals needs to come together to 
consolidate and improve the provision of training 
and development for potential board members. 

Recommendation 10. This steering board will 
meet every six months to consider progress against 
these measures and will report annually with an 
assessment of whether sufficient progress is being 
made. 

Appendix G: Recommendations for Board Diversity in the United Kingdom
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