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ABOUT SPENCER STUART

At Spencer Stuart, we know how much leadership matters. We are trusted by organizations around the
world to help them make the senior-level leadership decisions that have a lasting impact on their
enterprises. Through our executive search, board and leadership advisory services, we help build and
enhance high-performing teams for select clients ranging from major multinationals to emerging
companies to nonprofit institutions.

Privately held since 1956, we focus on delivering knowledge, insight and results through the collaborative
efforts of a team of experts — now spanning 56 offices, 30 countries and more than 5o practice specialties.
Boards and leaders consistently turn to Spencer Stuart to help address their evolving leadership needs
in areas such as senior-level executive search, board recruitment, board effectiveness, succession
planning, in-depth senior management assessment and many other facets of organizational effectiveness.
For more information on Spencer Stuart, please visit www.spencerstuart.com or follow us on Twitter
@SpencerStuart.
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is over $8 trillion. In addition, WCD Foundation members serve on numerous boards of large private
and family-run companies globally. WCD Foundation membership provides a unique platform for
learning from the intellectual capital of accomplished women from around the world, and the WCD
Foundation’s mission is to increase courage, candor, inclusion, and cohesion in the boardroom.

The WCD Foundation has 72 global chapters, located in Arizona, Atlanta, Austin, Beijing, Boston,
Charlotte, Chicago, Chile, Cleveland, Colombia, Columbus, Dallas/Fort Worth, Delhi, Denmark, Finland,
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Tennessee, Toronto, Turkey, Uruguay, Washington, D.C., and Western Canada.

For more information visit www.womencorporatedirectors.com or follow us on Twitter
@WomenCorpDirs, #WCDboards.
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ntroduction

Discovering what 4000+ corporate directors think about the economy,
risk, board strengths and weaknesses, and diversity in the boardroom

he growing demands on corporate boards are transforming boardrooms
globally, with directors taking on a more strategic, dynamic and respon-
sive role to help steer their companies through a hypercompetitive and
volatile business environment. Economic and political uncertainties make
long-term planning more difficult. The proliferation of cyber attacks —
and their consequences for business in financial losses and reputational
damage — increases the scope of risk oversight. A rise in institutional and
activist shareholder activity requires boards to identify vulnerabilities in
board renewal and performance and, in some cases, establish protocols
for engagement. And all of these demands have pushed issues around
board composition and diversity to the fore, as boards cannot afford to
have directors around the table who aren’t delivering value.

In this context, Spencer Stuart, the WomenCorporateDirectors (WCD)
Foundation, Professor Boris Groysberg and doctoral candidate Yo-jud
Cheng of Harvard Business School and researcher Deborah Bell partnered
together on the 2016 Global Board of Directors Survey, one of the most
comprehensive surveys of corporate directors around the world.

We received responses from more than 4,000 male and female directors
from 60 countries, providing a comprehensive snapshot of the business
climate and strategic priorities as seen from the boardroom of many of the
world’s top public and large, privately held companies.
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The survey explores in depth how boards think and operate. It captures
in detail the governance practices, strategic priorities and views on board
effectiveness of corporate directors around the world. It also confirmed
many of our observations from working with boards. The economy is top
of mind, and many directors are uncertain about economic prospects and
not seeing growth in the future. At the same time, directors are responding
proactively to the many new demands they face, looking for opportunities
to enhance composition and improve board performance.

Findings compare and contrast the views between male and female
corporate board directors, and highlight similarities and differences between
public and private companies and among directors from different regions
in five key areas:

»  Political and economic landscape

» Company strategy and risks

» Board governance and effectiveness

»  Board diversity and quotas

»  Director identification and recruitment
This inaugural report from the 2016 Global Board of Directors Survey highlights
key findings around these topics, providing directors an overview of how their
peers view their own boards and the challenges that their companies face.
In subsequent reports, we will dive deeper into specific governance areas

and explore additional perspectives on board composition, risk areas, and
strengths and weaknesses in boardrooms today.

2016 GLOBAL BOARD OF DIRECTORS SURVEY



Key Findings

Public
Company

£

Private
Company
Say global
growth prospects
are uncertain

Political and Economic Landscape: Uncertainty dominates
boardroom outlook.

Our survey finds that directors around the world are uncertain about
global growth prospects, with directors in North America and Western
Europe least confident about the prospects for growth. Sixty-three
percent of directors in these regions see uncertain economic conditions,
compared with 36% in Asia and 40% in Africa.

Only 2% of directors across all regions predict a period of strong global
growth over the next three years, while 16% expect a global slowdown.
“This pessimism about growth is one of the most surprising findings
of our survey,” said Boris Groysberg of Harvard Business School. “It
seems that the market volatility and low prospects for growth as well
as the unpredictable economic outlook are what keep board members
awake at night.”

More than one-third of directors of companies headquartered in Asia
and roughly one-quarter of directors of companies in Australia/New
Zealand expect relatively faster growth in emerging economies versus
developed countries.

SPENCER STUART WOMENCORPORATEDIRECTORS



Political and Economic Landscape: Economy, regulations
and cybersecurity top issues for directors.

Across all industries and regions, directors rank the economy and the
regulatory environment as the political issues most relevant to them.
Cybersecurity is an increasingly important issue in many regions. More
than one-third of directors of companies in Australia/New Zealand,
North America and Western Europe say cybersecurity is a top issue.
“Cybersecurity continues to be a leading issue on the agenda from
a regulatory, reputational and contingency standpoint,” says Julie
Hembrock Daum, head of Spencer Stuart’s North American Board
Practice. “We see boards considering a number of different approach-
es to getting smart about the broader impact of technology on the
business. In certain cases they have added a director with a strong
digital or security background. However, the board should not isolate
cybersecurity responsibility with just this one board member, but
continue to view cybersecurity as a full board priority.”

Political instability is a concern in several regions. In Central and
South America, one-half of directors cite political instability as an
issue. Corporate tax rates are an issue particularly in North America.

2016 GLOBAL BOARD OF DIRECTORS SURVEY
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Scale: 1 = None; 2 = Little; 3 = Moderate; 4 = Great; 5 = Very Great

Company Risks: Women directors report higher concerns
about risk than male directors.

Directors globally express the most concern about regulatory and
reputational risks, followed by cybersecurity, and less about activist
investors and supply chain risks. In general, directors report that their
companies are prepared to handle the most important risks, with
companies’ level of readiness matching the most concerning areas of
risk. However, directors of private companies systematically rank their
boards as being less prepared versus public company boards when it
comes to such risks.

Nearly across the board, female directors report a higher level of
concern about various risks to a company than their male peers — from
concerns about activist investors and cybersecurity to regulatory risk
and the supply chain. However, female directors also feel that their
companies have a higher level of readiness to address these risks than
do their male cohorts.

Susan Stautberg, chairman and CEO of the WCD Foundation, believes
that women directors may be educating themselves more about the
potential risks: “We believe that women in particular bring a real thirst
for knowledge and curiosity to their board service, and this includes
getting up-to-speed on what the real risks are to an organization. All
good directors do this, but we think being relatively new to the board-
room can create a greater sense of urgency to learn.”
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TOP THREE CHALLENGES
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Strategy: Top challenges differ for public and private companies.

Talent, regulations, global and domestic competition, and innovation are
seen by directors as the top impediments to achieving their companies’
strategic objectives. How those challenges rank specifically depends in
part on whether directors are serving public or private companies.

Nearly half of private company directors (versus 38% of public company
directors) rate attracting and retaining talent as a key challenge to achiev-
ing their company’s strategic objectives. This is followed by domestic
competitive threats, the regulatory environment, innovation and global
competitive threats. Among public companies, 43% of directors (versus
32% of private company directors) say the regulatory environment is a top
challenge, followed by attracting and retaining talent, global competitive
threats, innovation and domestic competitive threats.

“This was interesting because we do see in larger, more established public

companies a greater maturity in their HR processes and deeper resourc-
es invested in talent management and development,” says Daum.
“Identifying and recruiting individuals who fit the culture, bring impact
to the organization and endure is a high priority for nearly all companies.
However, many private companies, which tend to be smaller and have
less brand awareness as a whole, often have less robust HR structures
to attract the level of talent across the organization.”

2016 GLOBAL BOARD OF DIRECTORS SURVEY



Perceived challenges also differ somewhat by industry and region, with
the regulatory environment being more concerning for companies in the
energy/utilities, financials/professional services and healthcare industries,
and in Asia, Australia/New Zealand, North America and Western Europe.
Global competitive threats are the leading concern for companies in the
industrials and materials sectors, and in Western Europe.

Interestingly, while cybersecurity is viewed as an important risk, few
directors consider it a major challenge to achieving strategic objectives.
Similarly, activist shareholders, compensation, cost of commodities
and supply chain risk are not perceived as challenges to achieving
strategic goals.

Boardroom Grades: Directors consider boards weaker in
people-related processes.

On average, directors rate their board’s overall performance as being
slightly above average (3.7 out of 5). Directors see their boards as having
the strongest processes related to staying current on the company and
the industry, compliance, financial planning and board composition,
and weakest in cybersecurity, the evaluation of individual directors,
CEO succession planning and HR/talent management.

“These ratings underscore directors’ views that attracting and retaining
top talent is a common challenge, and underline the need for these HR
competencies on boards,” says Stautberg. Harvard Business School
doctoral candidate Yo-Jud Cheng adds, “Despite the fact that directors
recognize their weaknesses in these areas, boards continue to prioritize
more conventional areas of expertise, such as industry knowledge and
auditing, in their appointments of new directors.”

Public company directors rate their overall board performance slightly
higher than private company directors (3.8 versus 3.4) and give them-
selves higher marks for creating effective board structures, evaluation
of individual directors, cybersecurity and compliance. We also see
some variation across regions.

SPENCER STUART WOMENCORPORATEDIRECTORS



Board Turnover: Directors — especially women — favor
tools to trigger change.

A little more than one-third of boards have term limits for directors,
averaging six years, while approximately one-quarter of boards have
a mandatory retirement age, averaging 72 years. Boards in Western
Europe are most likely to have term limits, and boards in North America
are least likely to set term limits. However, boards in North America
are more likely to have a mandatory retirement age than boards in
Western Europe (34% versus 18%). We also see a stark contrast between
public and private companies in both term limits (39% versus 30%)
and mandatory retirement ages (33% versus 12%).

While these tools for triggering director turnover generally have not been
widely adopted, the survey indicates that directors favor adoption of such
mechanisms. Sixty percent of directors think that boards should have
mandatory term limits for directors, and 45% think that there should
be a mandatory retirement age. Even in private companies, which are
considerably less likely to adopt these practices today, directors shared
similar opinions as compared to their counterparts in public companies.
Female directors even more strongly support triggers for turnover; 68%
(versus 56% of men) favor director term limits and 57% (versus 39% of
men) support mandatory retirement ages.

“It was encouraging to see the majority of respondents in favor of
retirement ages and term limits. Turnover among S&P 500 companies
has trended at 5% to 7% — roughly 300 to 350 seats a year. Boards
need tools they can use to ensure that new perspectives and thinking
are regularly being brought to the boardroom,” says Daum. “This isn’t
just an issue tied to activist shareholders, but something institutional
shareholders are asking about as well: what are boards doing to ensure
independent and fresh thinking?”

Not surprisingly, 43% of directors believe that a director loses his or her
independence after about 10 years. Respondents from North America
are less likely to tie director independence to years served, with only one-
third agreeing that a director loses independence after a certain amount
of time on the board.

2016 GLOBAL BOARD OF DIRECTORS SURVEY
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Board Diversity: Greater independence doesn’t always drive
greater diversity.

Public companies represented in the survey have larger boards than
private companies — on average 8.9 directors versus 7.6 — and a larger
representation of independent directors, 74% versus 54%. Yet, public
and private company boards are similar in terms of the representation
of women, minorities and new directors. On average, 18% of board
members are women, 7% are ethnic minorities and 13% have been
appointed in the past 12 months.

“This finding was very interesting. There has been much debate about the

use and effectiveness of quotas. To see the relative parity of diversity among
public and private companies reinforces that the tone needs to come from
the top regarding bringing a fresh, diverse perspective representative of
the company’s stakeholders and interests,” says Daum. Groysberg adds,
“Although we are hearing more talk about the importance of diversity from
boards, it's not necessarily translating into numbers. Unfortunately, we
haven't seen as much progress as we were hoping for compared to our
past survey on the diversity of boards.”

Boards are largest in the financials/professional services sector (9.1
directors) and smallest in the IT/telecom sector (7.5 directors). Female
representation is highest (20% or more) in the consumer staples,
financial services/professional services and consumer discretionary
sectors, and lowest in IT/telecom (13%).

Looking across regions, board size is smallest in Australia/New Zealand,
where boards average 6.7 members, as compared to the global average
of 8.5 members. Boards in Australia/New Zealand and North America
have the highest proportion of independent directors, and boards in
Asia have the lowest proportion. Female representation is lowest in
Central and South America and Asia.

SPENCER STUART WOMENCORPORATEDIRECTORS
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Boardroom Diversity: Why isn’t the number of women on
boards increasing?

As the percentage of women on boards remains stagnant, there is
both a gender divide and a generation divide on why this is. Male
directors, especially older respondents, report the “lack of qualified
female candidates,” while women directors most often cite the fact
that diversity is not a priority in board recruiting and that traditional
networks tend to be male-dominated. Younger male directors surveyed
(those 55 and younger) are inclined to agree with women that tradi-
tional networks tend to be male-dominated. “Men in the younger
generation, | think, just see their qualified female colleagues out
there, but know that the traditional board networks still tend to be
male,” says Stautberg. “It’s often hard to see an informal ‘network’
if you are in the middle of it, but you can see it very clearly when
you're on the outside.”

Personally o Cy
support 96) W O

Boardroom Diversity: Quotas not supported overall.

Nearly 75% of surveyed directors do not personally support boardroom
diversity quotas, but support for quotas varies significantly by gender
and, to a lesser degree, by age. Forty-nine percent of female directors
support diversity quotas, but only 9% of male directors do. Older
women are less likely to favor quotas than younger women; 67% of
female directors ages 55 and younger personally support boardroom
quotas, compared with 36% of female directors over 55 (the majority
of male directors, of any age, do not support quotas). Female directors
also are more likely to be in favor of government regulatory agencies
requiring boards to disclose specific practices/steps being taken to
seat diverse candidates (43% versus 14% of male directors).

2016 GLOBAL BOARD OF DIRECTORS SURVEY



O
39\)(/03%

%

Men

Gender was a
significant factor
in board
appointment

If quotas aren’t the answer, what do directors think would increase board
diversity? Male and female directors agree that having board leadership
that champions board diversity is the most effective way to build diverse
corporate boards. Men feel more strongly than women that efforts to
develop a pipeline of diverse board candidates through director advocacy,
mentorship and training is an effective way to increase diversity.

Directors as a whole agree that shareholder pressure and board targets
are less effective tools for increasing board diversity.

Boardroom Diversity: Search firms have been successful in
expanding the talent pool of qualified female directors.

Directors take a variety of pathways to the boardroom: in roughly
equal measures, directors were known to the board or another direc-
tor, recruited by a search firm or known by the CEO. Public company
directors are more likely to be recruited by an executive search firm
than private company directors, while private company directors are
more likely to have been appointed by a major shareholder.

The survey highlights gender differences, as well, in the paths to the
boardroom. Female directors are more likely than their male counterparts
to have been recruited by an executive search firm, while male directors
are more likely to have been appointed by a major shareholder. “Search
firms may be able to open doors that networking opportunities may
not have been doing until relatively recently, at least for women,” says
Stautberg. “Building up networks and getting known is something that
women directors are engaging in much more actively now.”

And, indeed, 39% of female directors report that their gender was a
significant factor in their board appointment, versus 1% of men.

SPENCER STUART WOMENCORPORATEDIRECTORS



Conclusion

orporate boards face no shortage of challenges — from economic uncer-
tainty to strategic and competitive shifts to a dynamic set of risks. Investor
attention to board performance and governance has also escalated, and
many boards are holding themselves to higher standards. Directors want
to ensure that their boards contribute at the highest level, incorporating
diverseperspectives, aligning with shareholder interests and setting a
positive tone at the top for the organization.

Yet our research has revealed a gap between best practice and reality,
especially in areas such as board diversity, HR/talent management,
CEO succession planning and director evaluations. But the study
provides hope that boards will make progress, as directors support
practices that can help promote change. Future research is needed to
track progress on these fronts and to study the impact of measures
such as quotas and diversity on board performance.

Amid the many challenges confronting corporations — and the growing
expectations on corporate boards — directors must be thoughtful
about defining the skill sets needed around the board table and dil-
igent in recruiting the right directors, planning for CEO succession
and evaluating their own performance. In this way, they will be best
positioned to contribute at the high levels which they are demanding
of themselves, and to which others are holding them accountable.

2016 GLOBAL BOARD OF DIRECTORS SURVEY 13
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Survey questions and results

METHODOLOGY

ABOUT THE RESEARCH TEAM

This survey was conducted through a partnership between
Professor Boris Groysberg and Yo-Jud Cheng from
Harvard Business School; WomenCorporateDirectors
Foundation, led by Susan Stautberg; Spencer Stuart, led
by Julie Hembrock Daum; and independent researcher
Deborah Bell.

About 4,000 board members of companies headquar-
tered in 60 countries (U.S. boards made up 48% of the
sample) responded to the survey. Results are based
on all responses submitted between October 12 and
December 1, 2015. The data were analyzed along several
dimensions, including gender, company ownership,
geography and industry (not all respondents provided
information on these dimensions).

As of publication date, Boris Groysberg and Yo-Jud Cheng
are continuing to work with Harvard Business School’s
Global Research Centers to increase the response rate
in certain countries and regions.

Boris Groysberg is the Richard P. Chapman Professor of
Business Administration at Harvard Business School.
Professor Groysberg’s work examines how a firm can
be systematic in achieving a sustainable competitive
advantage by leveraging its talent at all levels of the
organization. He is the coauthor, with Michael Slind,
of the book Talk Inc. (Harvard Business Review Press,
2012). Follow him on Twitter @bgroysberg.

Deborah Bell is an independent researcher of organi-
zational behavior whose work focuses on leadership,
drivers of success, and organizational effectiveness
and dynamics, especially at the board level.

Yo-Jud Cheng is a doctoral candidate at Harvard
Business School whose research focuses on CEO
succession, top management teams and corporate

governance issues.

SPENCER STUART WOMENCORPORATEDIRECTORS



https://twitter.com/bgroysberg?lang=en

Economic and Business Outlook for Next 3 Years

Al Australia Central Eastern
| &New | &South  Europe
| Zealand | America | & Russia |

Middle North %Western

companies East | America | Europe

There will be a period of

2% 2% 3% 0% 10% 0% 2% 1%
strong growth globally

There will be a slowdown
of the economy on
a global scale

15% 19% 13% 40% 33% 16% 10%

Growth prospects globally

. 36% 53% 60% 40% 48% 63% 63%
are uncertain

There will be faster growth
in most developed
countries, but slow growth
in emerging economies

12% 2% 20% 0% 5% 7% 10%

There will be slow growth in
most developed countries,
but faster growth in
emerging economies

36% 24% 7% 10% 14% 12% 16%

59 140 30 10 21 1,192 598

All
companies

Male Female

Directors Directors

There will be a period of

O, ) ) o, O,
strong growth globally 2 2% 2% 2% 2%

There will be a slowdown
of the economy on
a global scale

16% 14% 16% 15%

Growth prospects globally

. 61% 59% 60% 61%
are uncertain

There will be faster growth
in most developed
countries, but slow growth
in emerging economies

8% 8% 8% 6%

There will be slow growth in
most developed countries,
but faster growth in
emerging economies

13% 18% 14% 16%

2,070 1,106 2,485 949
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Political Issues

Indicate the three political issues most relevant to you as a corporate director

Australia | Central Eastern
Africa Asia & New | & South | Europe &
Zealand | America Russia

Middle North | Western
East America | Europe

All
companies

Carbon tax 3% 4% 0% 2% 0% 10% 5% 3% 3%

Corporate tax rates 22% 13% 17% 12% 17% 30% 19% 28% 18%
Cybersecurity 38% 21% 19% 36% 27% 40% 14% 46% 36%
Economic justice 4% 10% 5% 7% 3% 0% 5% 2% 3%
The economy 65% 60% 73% 74% 80% 70% 48% 65% 71%

Education 11% 25% 15% 4% 3% 0% 14% 8% 11%

Energy costs 8% 4% 8% 6% 7% 30% 5% 9% 10%

Environmental sustainability 14% 17% 24% 19% 17% 30% 10% 1% 17%

Equal rights for women 5% 6% 10% 8% 3% 0% 19% 5% 4%

Foreign policy 4% 0% 5% 1% 0% 0% 5% 4% 3%

Healthcare costs 18% 8% 12% 7% 0% 0% 10% 23% 10%

Immigration policy 4% 2% 3% 0% 0% 0% 5% 3% 3%

National budget deficits 8% 2% 2% 9% 17% 0% 5% 9% 8%

Unemployment 6% 21% 5% 3% 3% 0% 5% 4% 6%

National retlr-ement program 3% 2% 0% 7% 3% 0% 0% 2% 4%
costs/expenditures

Personal tax rates 4% 0% 5% 1% 0% 0% 0% 3% 5%

Political instability 18% 35% 25% 27% 53% 30% 62% 12% 21%
Regulatory environment 59% 67% 64% 67% 57% 40% 57% 60% 64%

Other 5% 2% 10% 7% 13% 10% 5% 5% 4%

N = 4,101 48 59 140 30 10 21 1,195 600
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Political Issues

Indicate the three political issues most relevant to you as a corporate director

Male Female

All

companies Directors Directors

Carbon tax 3% 3% 3% 3% 2%

Corporate tax rates 22% 24% 21% 25% 16%
Cybersecurity 38% 43% 32% 36% 47%
Economic justice 4% 3% 4% 3% 5%
The economy 65% 66% 65% 65% 66%

Education 11% 9% 12% 11% 9%

Energy costs 8% 9% 6% 9% 6%

Environmental sustainability 14% 13% 16% 14% 14%

Equal rights for women 5% 4% 6% 2% 11%

Foreign policy 4% 4% 4% 4% 4%

Healthcare costs 18% 15% 23% 18% 17%

Immigration policy 4% 3% 5% 4% 3%

National budget deficits 8% 8% 7% 9% 5%

Unemployment 6% 5% 6% 5% 5%

National retirement program

. 3% 3% 3% 3% 3%
costs/expenditures

Personal tax rates 4% 3% 5% 4% 2%

Political instability 18% 17% 19% 19% 16%
Regulatory environment 59% 64% 56% 60% 62%

Other 5% 5% 5% 5% 5%

N = 4,101 2,075 1,109 2,490 951
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Risks to the Company

Indicate the level of concern and level of readiness this company has in place for the
following risks

B Level of concern

Scale: 1= None; 2 = Little; 3 = Moderate; 4 = Great; 5 = Very Great B Level of readiness

Areas of risk All Companies Public Companies Private Companies Men

§
3
°
5

Activist investors

2.3
2.8
3.2
3.2

22
2.7
3.2
3.1

Cybersecurity
3.0
Enterprise
3.2
| 3.4 3.4 33
Regulator
d ! 3.5 3.7 3.1
33 33 33
Reputational
3.5 3.6 33
v ch 2.6 2.7 2.6
Su chain
PRy 3.1 3.2 3.0
N = 257 183 71 177 73
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Challenges to Achieving Strategic Objectives

Australia [@IE] East. .
Al . Africa Asia & New & South | Europe & Micdie Nort.h MESIEm
companies . . East America | Europe
Zealand America Russia

Activist shareholders 5% 8% 2% 4% 7% 20% 5% 7% 3%
f\;;ri‘;t;:f and retaining 41% 54% 47% 34% 48% 60% 38% 4% @ 41%
Compensation 6% 4% 12% 4% 0% 20% 14% 6% 6%
gzmzsetti'z"’e threats: 29% 33% 19% 34% 24% 30% 8% 4% 7%
Competitive threats: global 32% 21% 36% 33% 41% 30% 48% 26% 44%
Cybersecurity 9% 2% 7% 6% 10% 0% 0% 11% 7%
Innovation 29% 10% 27% 29% 31% 0% 14% 28% 33%
Levels of debt 12% 35% 12% 11% 21% 30% 10% 11% 10%
;:x:nr;ha”g'”g consumer 22% 21% 12% 31% 21% 30% 19% 22% 20%
Regulatory environment 39% 31% 42% 46% 24% 10% 24% 38% 42%
Sﬂ”if:j;;ﬁa:e“a's 6% 13% 8% 5% 7% 20% 10% 6% 6%
Risk management 14% 21% 17% 16% 17% 0% 14% 12% 16%
Supply chain risk 7% 10% 5% 4% 3% 10% 10% 7% 8%
Technology trends 21% 13% 20% 19% 21% 0% 19% 20% 22%
Other 12% 15% 3% 14% 7% 40% 14% 13% 1%

N = 2,408 48 59 140 29 10 21 1,192 600
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Challenges to Achieving Strategic Objectives

All Male Female

companies

Directors Directors

Activist shareholders 5% 6% 3% 5% 6%

Attracting and retaining

41% 38% 48% 43% 36%
top talent

Compensation 6% 5% 9% 7% 6%
Competitive thrects: 29% 27% 33% 28% 32%
Competitive threats: global 32% 35% 25% 34% 29%
Cybersecurity 9% 10% 6% 9% 9%
Innovation 29% 29% 30% 29% 30%
Levels of debt 12% 1% 14% 12% 10%

Low or changing consumer

22% 22% 21% 20% 27%
demand

Regulatory environment 39% 43% 32% 39% 39%

Rising cost of materials
and commodities

6% 6% 7% 5% 8%

Risk management 14% 13% 15% 14% 14%

Supply chain risk 7% 6% 10% 8% 5%

Technology trends 21% 22% 18% 21% 19%

Other 12% 12% 1% 11% 13%

N= 2,408 1,642 745 1,701 660
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Effectiveness of Board Processes

1 = Poor; 2 = Below Average; 3 = Average; 4 = Above Average; 5 = Excellent

| Australia | Central | Eastern | 3
| | | | VT
comA!nies Africa | Asia | &New | &South  Europe | MEISStIe A’;lnoerrtita } \gz:e:‘
P | | Zealand =~ America = & Russia | ‘ P

Overall board’s performance 3.7 3.8 3.7 3.7 33 33 33 3.8 3.6
Board composition (e.g.,
appointing directors w/ 3.9 3.9 3.9 3.6 3.5 3.5 3.9 3.7
skills, exp. board needs)
CEO succession planning 3.1 3.2 33 29 2.5 29 33 3.1
Compensation 3.4 3.1 3.4 3.2 3.2 3.0 35 33
Compliance 4.0 3.9 4.0 3.8 3.4 3.7 3.9 3.9
Creating effective board
structure (leadership roles, 4.0 3.6 3.7 3.2 3.6 3.5 3.7 3.6
comms.)
Cybersecurity 2.9 3.2 3.0 2.5 2.9 2.7 3.0 2.9
Evaluation of CEO 3.6 3.5 3.4 3.2 2.6 3.2 3.6 3.4
Eyaluatlon of individual 3.4 32 33 26 25 3.0 31 32
directors
Executive sessions 3.6 3.4 3.7 3.2 3.1 3.2 3.8 3.5
Financial planning 3.7 3.8 3.9 3.9 3.5 3.7 3.8 3.8
Global expansion 2.9 3.5 3.2 3.2 3.1 2.9 3.2 3.4
HR/Talent management 3.1 3.1 33 3.2 23 3.0 33 3.1
Innovation 3.2 3.2 3.4 3.2 2.6 3.0 33 3.4
Investor/Shareholder 3.8 3.6 3.8 3.5 3.3 3.4 3.7 3.8
relations
M&A 33 3.1 3.4 3.6 3.1 3.4 3.5 3.4
Monitoring strategic 3.7 35 3.7 3.5 32 3.7 3.7 3.6
decisions
Risk management 3.8 3.5 3.7 3.6 3.2 3.8 3.6 3.6
Staying current on company 3.8 3.8 4.0 3.7 3.9 3.8 4.0 3.8
Strategic planning (including
Plan B, worst case scenario 3.7 3.6 3.6 3.4 3.4 3.8 3.6 3.6
planning)
Staying current on industry 3.9 3.9 3.9 3.8 3.6 3.6 3.8 3.7
Technology 3.3 3.5 3.4 3.2 3.1 3.1 3.4 33
Time management
(¢.g, digesting materials, 36 35 36 33 2.9 3.4 36 35
adequate time for thoughtful
discussion and debate)

N = 48 57 140 30 10 21 1,192 598
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Effectiveness of Board Processes

22

1= Poor; 2 = Below Average; 3 = Average; 4 = Above Average; 5 = Excellent

Overall board's performance

Board composition (e.g., appointing
directors w/ skills, exp. board needs)

CEO succession planning

Compensation

Compliance

Creating effective board structure
(leadership roles, comms.)

Cybersecurity

Evaluation of CEO

Evaluation of individual directors

Executive sessions

Financial planning

Global expansion

HR/Talent management

Innovation

Investor/Shareholder relations

M&A

Monitoring strategic decisions

Risk management

Staying current on company

Strategic planning (incl. Plan B, worst case

scenario planning)

Staying current on industry

Technology

Time management (e.g., digesting

materials, adequate time for thoughtful

discussion and debate)

All
companies

3.7

3.8

3.2

34

3.9

3.6

3.0

35

3.1

3.7

3.8

33

3.2

33

3.7

3.4

3.7

3.6

3.9

SPENCER STUART

3.8 3.4
3.9 3.7
3.3 29
3.5 3.2
4.0 3.7
3.8 3.3
3.1 2.8
3.6 3.3
33 2.8
3.8 3.5
3.8 3.8
33 3.1
3.2 3.2
33 3.4
3.7 3.7
3.5 3.3
3.7 3.7
3.7 3.5
3.9 3.9
3.6 3.5
3.8 3.8
3.4 3.4
3.6 3.4
1,753 830
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Term Limits and Mandatory Retirement Ages

All

) Africa
compames

Board Policies

Directors have term limits 60%

54%

Australia

& New

Zealand

49%

Central | Eastern
| &South | Europe
| America = & Russia

North §Western
| America = Europe

Middle
East

23% 40% 29% 19% 64%

If so, number of years:

Board has mandatory

) 48%
retirement age

20%

8%

14% 0% 10% 34% 18%

If so, what age: 68

70

73

71 70 73 70

48

Director Opinions

Directors should have

679
term limits %

59

22%

140

63%

30 10 21 1,191 600

60% 40% 58% 70%

If so, number of years:

12 10

Directors should have

) 679
mandatory retirement age %

33%

19%

40% 50% 46% 49%

If so, what age: 73

74

73

70 70 74 72

There is a number of years
after which a director is no
longer independent

67%

33%

56%

0% 60% 34% 56%

If so, number of years: 13

10 11 8

N =

All
companies

Board Policies

Directors have term limits

39%

16

30%

70

Female Directors

Male Directors

33% 42%

If so, number of years:

Board has mandatory
retirement age

33%

12%

23% 33%

If so, what age:

70 72 72

Director Opinions

Directors should have
term limits

1,

61%

024 2,157 825

56% 68%

If so, number of years:

Directors should have
mandatory retirement age

41%

39% 57%

If so, what age:

72 73 73

There is a number of years
after which a director is no
longer independent

46%

41% 49%

If so, number of years:

N =
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Board Composition, Structures and Policies

Total directors on
board (avg)

% Independent

% Female

% Ethnic minority

Total directors on
board (avg)

% Independent

% Female

% Ethnic minority

24

Central Eastern

North
East America

Western

Africa -

All | ' | . Middle

& South | Europe

companies . | S
P America | & Russia |

8.5 . . . 8.4 7.2 8.0

60% 47% 74% 50% 56% 54% 74% 61%
25% 14% 23% 12% 27% 18% 17% 19%
32% 15% 5% 5% 13% 11% 8% 4%
48 58 140 30 10 21 1,193 600
All
companies
8.5 8.9 7.6
74% 54%
19% 16%
7% 7%
2,025 1,064
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Main Challenge to Increasing the Percentage
of Women on Boards

Male Female

All
companies

UptoSs = 56-60 | 61-65 56-60 6165

Boards are satisfied with
their current level of director
diversity

0% 0% 8% 0%

Diversity is not a top priority

. . 32% 69% 23% 14%
in board recruiting

Lack of qualified female

candidates 4% 8% 8% 14%

Relative lack of access or
contacts among qualified
women to those with
decision-making powers
on boards

24% 0% 31% 29%

Senior women have not
been active sponsors and
advocates for other women

0% 0% 8% 0%

Traditional networks tend to

O, O, O, O,
be male-dominated 40% 23% 23% 43%

25 13 13 7
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Personally Support Boardroom Quotas

Male Directors Female Directors

All
companies

UptoS5  56-60 | 61-65 | Over65 56-60 | 61-65 | Over6s

22% 62% 38% 71%

No 73% 75%

Unsure 8% 14% 7% 9% 4% 11% 0% 23% 0%

Yes 18% 11% 9% 7% 8% 67% 38% 38% 29%
N = 256 44 46 43 50 27 13 13 7

Government Regulatory Agencies Should
Require Boards to Disclose Specific Practices

to Seat Diverse Candidates

Male Directors Female Directors

All
companies

61-65

56-60 | 61-65

UptoSs | 56-60

28% 46% 29% 71%

No 65% 66%

Unsure 14% 12% 18% 15% 6% 16% 31% 14% 14%

Yes YAV 22% 7% 18% 10% 56% 23% 57% 14%
N = 245 41 45 40 48 25 13 14 7

26 SPENCER STUART WOMENCORPORATEDIRECTORS



Ways to Build

Diverse Corporate Boards

Rank in order of importance the most effective ways to build diverse corporate boards

(where 1 is least important

and 6 is most important)

ALL COMPANIES WOMEN

Board implementing targets for
diverse membership

2

Board leadership (chair, lead
director, nom/gov chair) serving as
champions of board diversity

5.2

CEOs serving as champions
of board diversity

4

Developing a pipeline of diverse
board candidates through director
advocacy, mentorship and training

4

Requiring that every director slate
includes diverse director candidates

Shareholders actively demanding
greater board diversity

2

N
N .
w {\s)
N
o o
o
N
z
m
4
> N
w (o]
p—
»
> o
w

241 174 60

Initial Introduction to the Board

ALL DIRECTORS PUBLIC PRIVATE MALE FEMALE

Known to the CEO 26%

27% AV

Known to member of

. 13%
executive management

13% 12%

Known to board or one
of the other directors

31% 30% 33%

Am a current or former

) 11%
executive of company

13% 7%

Recruited by an executive
search firm

7% 24% 36%

Appointed by major
shareholder

22%

25% 14%

Other 12%

119% 13%

Z
Il

3,188

2,068 1,094 2,269 859
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Gender was a significant factor in
board appointment

ALL DIRECTORS MALE

FEMALE

Unsure I 8% I 3%

22%

Yes . 1%

1%

39%

N = 3,006 2,134
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