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Fortune 250 Boards and Executive Teams

In the last decade, the business environment has become more complicated and competitive. Corporate boards and
executive teams face increasing scrutiny from regulators, shareholders and corporate social responsibility advocates.

As such, the topic of board composition has gained traction, and there is growing consensus that board diversity is a
critical component of good corporate governance. Boards must draw upon a diverse set of competencies and knowledge
if directors hope to successfully address the complex issues their companies face.

In June 2013, Russell Reynolds Associates undertook a detailed analysis of minority and female representation on
Fortune 250 boards and executive teams. Our analysis included thorough reviews of the profiles of all directors sitting on
the boards of the 229 publicly traded companies in the Fortune 250. The effort also included reviews of the profiles of
the executives occupying four key positions at each of these firms: Chief Executive Officer (CEO), Chief Financial Officer
(CFO), Chief Human Resources Officer (CHRO), and General Counsel (GC).

Our findings offer a fresh (if disconcerting) portrait of the diversity of boards and leadership teams. As importantly, the
results carry a number of implications for firms seeking to increase the diversity of their directors and senior officers.
The key findings of our analysis are outlined within this brief.

Summary of Key Findings

1. White directors continue to hold a significantly disproportionate share of board seats on publicly traded Fortune 250
companies. Given the current age demographics of board directors, this could change in coming years. As these
directors reach retirement, the pressure on boards to refresh their composition will increase.

2. Representation of Hispanic, Asian and female directors on Fortune 250 boards has grown modestly in the
past year, while Black directors maintained their level of representation.

3. Since minority and female directors are less likely to conform to the classic CEO profile, boards may need to be
more open-minded about the credentials they seek if they are serious about board diversity.

4. A significant share of Fortune 250 boards lack representation from specific diversity groups. Further, 17% of
Fortune 250 boards are composed exclusively of White directors.

5. Visibility and scrutiny matter. Fortune 50 firms demonstrate greater representation of minority and female board
directors than the smaller firms in our analysis.

6. The most diverse boards skew the average. There is a stark contrast between the 25 most and least diverse
boards in the Fortune 250 in terms of minority and female representation.

7. Female and Black directors are far more likely than White directors to hold multiple Fortune 250 board seats.
Further, female directors—of any ethnicity—are more likely than their male counterparts to hold multiple board seats.

8. As minority representation on boards increases, so does minority representation in the C-suite.

9. Minority and female executives are significantly underrepresented across all C-suite roles and particularly are
underrepresented among CEOs and CFOs, the two positions most likely to lead to an invitation to join a board.

10. Minority executives in the CHRO and GC roles are much more likely to be recruited from the outside than their
White counterparts.
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Key Finding #1: White directors continue to hold a significantly disproportionate share of board
seats on publicly traded Fortune 250 companies. Given the current age demographics of board
directors, this could change in coming years. As these directors reach retirement, the pressure on
boards to refresh their composition will increase.

Percentage of Board Seats Held on Fortune 250 Boards

84.4%

18.5%
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White Black Hispanic Asian Female
Group % of Population (2012 Census data)
White 63.0%
Black 13.1%
Hispanic 16.9%
Asian 5.1%
Female 50.8%

= White directors account for 84.4% of the board seats of Fortune 250 companies.

= Compared with the overall population data, Black, Hispanic and Asian directors are all underrepresented. Female
directors are significantly underrepresented.

Age of Fortune 250 Directors
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= Around 28% of board seats are held by directors age 68+ and could turn over in the next five years. As these directors
reach retirement, the pressure on boards to refresh their composition will increase.

= Today, men account for 90% of the board seats held by directors age 68+. And white men account for 80% of these
board seats.
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Key Finding #2: Representation of Hispanic, Asian and female directors on Fortune 250 boards has
grown modestly in the past year, while Black directors maintained their level of representation.

Percentage of Board Seats Added in the Past Year and Prior to a Year Ago
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= A good indication of diversity’s momentum is to compare the percentage of different groups among Fortune 250
directors first elected more than one year ago with the percentage from each group elected within the last year. By this

measure, Hispanic, Asian and female directors increased their representation in the last year, while the representation of
Black directors remained flat.

= Female directors saw the largest increase in representation: Note that 22.4% of the directors elected in the last year
were women; in contrast, women represent 18.1% of Fortune 250 board directors nominated more than a year ago.
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Key Finding #3: Since minority and female directors are less likely to conform to the classic CEO
profile, boards may need to be more open-minded about the credentials they seek if they are serious
about board diversity.
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= Given the profile of the executives serving in the Chief Executive Officer role (93% of Fortune 250 CEOs are White
males), it is not surprising that minority and female directors are less likely to have served as a CEQO. Sixty-seven
percent of male directors and 65% of White directors across the Fortune 250 are a current or former CEO. By
comparison, 45% of female directors and 54% of minority directors are a current or former CEO.

= The on-paper credentials of minority and female directors, while less likely to conform to the classic CEO profile of a
large-company board member, challenge the notion that boards must lower their standards in order to diversify their
ranks. While minorities and females are less likely to have served as a CEQO, their academic credentials (a crude but
reliable proxy for raw ability) often match or exceed those of their white/male counterparts. Given that the pool of
minorities and females with those credentials is large and growing, few firms can credibly claim that a severe lack of
board diversity is primarily a function of talent scarcity. Instead, in most cases, it is a function of lack of interest, effort or
effectiveness in recruiting diverse directors.

= Minority and female directors are on par and, in some cases, more qualified than their peers in terms of academic
credentials—specifically, the attainment of MBAs, law degree or Ivy League graduate degree.

= Boards must push beyond the usual suspects and be more open-minded in defining the parameters of their pools of
board ready talent. Business unit heads, regional leaders and executives with expertise in areas such as marketing,
finance, human resources, government, digital or academia are all viable board candidates.
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Key Finding #4: A significant share of Fortune 250 boards lacks representation from specific
diversity groups. Further, 17% of Fortune 250 boards are composed exclusively of White directors.
Percent of Fortune 250 Boards Without at Least One Director Who Is ...
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= While minorities and women have made advances in the boardroom in the past year, there are still a significant number
of Fortune 250 boards lacking representation from various diversity groups.

= Perhaps most disconcerting is the fact that 17% of companies have no minority representation of any kind on their
board, and 7% of Fortune 250 companies lack a single female director.

= Fully 33% of boards lack a Black director, 59% lack a Hispanic director and 75% lack an Asian director.
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Key Finding #5: Visibility and scrutiny matter. Fortune 50 firms demonstrate greater representation
of minority and female board directors than the smaller firms in our analysis.

Percentage of Director Seats Percentage of Director Seats
Held by Minority Directors Held by Female Directors
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= [t is not an accident that Fortune 50 companies—which operate under a particularly high level of public scrutiny—have
boards with the highest levels of racial and gender diversity.

= |n the case of both minority and female directors, our analysis revealed a drop in diversity beyond the Fortune 50.

= This finding suggests that a greater level of scrutiny and attention leads to better diversity outcomes. While Fortune 50
companies receive this attention naturally as a function of their size, the boards and leadership teams of smaller firms
can (and should) work to generate this level of “diversity urgency” within their own organizations. As they do so, our

findings suggest that their companies will be increasingly galvanized around diversity efforts—and more likely to achieve
diversity goals.
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Key Finding #6: The most diverse boards skew the average. There is a stark contrast between the
25 most and least diverse boards in the Fortune 250 in terms of minority and female representation.

Percentage of Seats Held by Minority Directors Percentage of Seats Held by Female Directors

33.9%
32.4%

Fortune 250

-------------------------------- A :
Fortune 250 1;.e2r;’ge
""""""""""""""""" Average:
15.2%
3.2%
0.0% [
25 Most Diverse 25 Least Diverse 25 Most Diverse 25 Least Diverse
Fortune 250 Boards Fortune 250 Boards Fortune 250 Boards  Fortune 250 Boards

= Minority directors (including Black, Hispanic and Asian directors) account for an average of 15.2% of director seats
across the Fortune 250. However, if we look at the 25 most diverse boards, we see that minority directors account for
32.4% of directors. At the other extreme, we see that there is no minority representation on the 25 least diverse boards.

= The finding is similar for female directors. While women make up, on average, 18.2% of Fortune 250 board directors,
they account for 33.9% on the 25 most diverse board, and a mere 3.2% on the 25 least diverse boards.

= This finding suggests that diversity is a controllable outcome—i.e., the firms that put energy and capability behind this
objective significantly outperform firms that do not. The top firms here have not cornered the market on diverse talent.
And they serve as living evidence that a high level of board diversity is an eminently achievable goal.
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Key Finding #7: Female and Black directors are far more likely than White directors to hold multiple
Fortune 250 board seats. Further, female directors —of any ethnicity—are more likely than their male
counterparts to hold multiple board seats.

Percentage of Fortune 250 Board Directors Male and Female Percentage of Fortune 250
Holding Multiple Seats Board Directors Holding Multiple Seats
34.2%
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= Black directors are more likely than White directors to hold multiple Fortune 250 board seats.

= Further, across every ethnic group, female directors are more likely than their male counterparts to hold multiple board
seats.

= Black female, Hispanic female and Black male directors are the most likely to hold multiple board seats, with 34.2%,
20.0% and 19.8% of directors, respectively, holding two or more Fortune 250 board seats.

= While this is not a negative in itself, it is unsustainable in the long run. It also suggests that companies too often pursue
the “usual suspects” when seeking to increase diversity on their boards. Companies must be more creative in defining
the parameters of their pools of board-ready talent. Rather than an exclusive emphasis on current and former CEOQOs,
companies should expand to consider executives with expertise in strategically important areas such as marketing,
finance, human resources, government, digital or academia. Doing so will drive both board diversity and board
effectiveness.
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Key Finding #8: As minority representation on boards increases, so does minority representation
in the C-suite.

Percentage of C-Suite Roles Held by Minority Executives, by Number of Minority Directors
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= There is a clear connection between the number of minority directors and minority executives within the same
organization. At Fortune 250 companies with no minority directors, only 1% of executives are minorities. In contrast, at
companies with three or more minority directors,10% of executives are minorities.

= Diverse boards (implicitly or explicitly) hold CEOs to a higher level of scrutiny on the diversity of their executive teams. In
turn, these teams become more diverse.

= Thus, getting board diversity right not only matters for governance, it also is essential for driving a greater level of
diversity on executive teams.

= And, in turn, rising levels of C-suite diversity will create a virtuous circle. Given that boards typically seek C-suite
executives (with a particular focus on sitting and former CEOs and CFOs) for board service, rising C-suite diversity will
create a larger pool of diverse board candidates.

1 Executive roles examined include Chief Executive Officer, Chief Financial Officer, Chief Human Resources Officer and General Counsel.
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Key Finding #9: Minority and female executives are significantly underrepresented across all C-suite
roles and particularly are underrepresented among CEOs and CFOs, the two positions most likely to
lead to an invitation to join a board.

Percentage of Fortune 250 C-suite Roles Held by Minority/Female Executives

47.8%
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= Beyond board roles, our analysis also examined the percentage of minorities and females holding key C-suite roles—
CEQO, CFO, CHRO and GC—across the Fortune 250.

= With the exception of females in the CHRO role, minorities and females are sorely underrepresented in all the C-suite
roles we examined.

= Minorities and women particularly are underrepresented among CEOs and CFOs, the two positions most likely to lead
to an invitation to join a board.

= Further, while minorities may occupy 15.2% of Fortune 250 board seats, they hold only 6.2% of the CEO, CFO, CHRO
and GC roles at those companies.

= These findings suggest that rhetoric has far outpaced action in companies’ efforts to increase the diversity of their
executive teams. As a result, the executive teams of most firms looks (far) different from the customer populations that
they serve.

1 Executive roles examined include Chief Executive Officer, Chief Financial Officer, Chief Human Resources Officer and General Counsel.
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Key Finding #10: Minority executives in the CHRO and GC roles are much more likely to be recruited
from the outside than their White counterparts.

% of CHROs Recruited Externally % of GCs Recruited Externally
58%
45%
38%
31%
White Minority White Minority
CHROs CHROs GCs GCs

Minority executives at Fortune 250 companies are more likely than their White counterparts to have been externally
recruited into their roles.

In the case of CHROs, 45% of minority executives were externally recruited. By comparison, 31% of White CHROs were
externally recruited.

For GCs, the statistics are even more startling. Fifty-eight percent of minority executives were externally recruited,
compared with 38% of White executives.

This finding indicates a broad failure in the ability of Fortune 250 companies to successfully hire and cultivate the next
generation of diverse leadership. Instead, efforts to increase executive diversity begin at the eleventh hour (i.e., upon the
realization of a need to fill an executive role). In these cases, companies rarely have a robust range of internal options.

In contrast, progressive firms recognize that executive team diversity is largely a function of a well-thought out program
to acquire and develop diverse talent at the earliest stages of their career. Given that internally promoted executives
often travel a long path to a C-level role (internally promoted CEOs, for example, spent an average of 16.8 years at their
firm prior to their promotions), efforts to promote diverse talent from within must start by enriching the junior ranks of
management with diverse talent.
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