
 

• Major new study into global 

boardroom composition and 

culture investigates how board 

structures are changing 

• Across the globe, boards are 

becoming smaller - and smaller 

boards tend to deliver better 

share price performance 

• Diversity, in the widest sense, is 

key to an effective board 

• Companies with a higher ratio of 

executive directors to non-

executive directors (NEDs) tend 

to perform better and NEDs who 

come from a different sector or 

who are CEOs elsewhere are also 

key to successful performance  

• The 'shareholder spring has been 

over-stated and positive 

engagement between 

shareholders and boards is more 

evident. 

 

A move towards smaller boards is 

making boardroom diversity an ever-

more challenging objective, according to 

a major new report released on Monday 

22 April 2013 by global law firm 

Eversheds. The study demonstrates that, 

although companies with smaller boards 

tend to deliver better share price 

performance, chairmen and nomination 

committees will have to balance size 

with a number of other important factors 

shown to demonstrate better share price 

performance, such as appointing more 

executives to boards and encouraging 

greater diversity in the broadest sense. 

The ‘Eversheds Board Report: The 

Effective Board’ is a global study that 

analysed the share price performance of 

over 500 top companies in Europe, the 

US, Asia-Pacific, the Middle East and 

Brazil between 2011 and 2012 to 

investigate the characteristics of global 

boardrooms. The report also reflects in-

depth interviews with 85 senior board 

members from around the world. It 

follows the first Eversheds Board Report 

published in 2011, the first study to 

compare board composition and share 

price performance with research going 

back to 2007. 

 

The report highlights global trends in 

board composition over the past five 

years, particularly a trend towards 

smaller boards, with this development 

consistently related to better company 

share price performance across 

international regions and industry 

sectors. The study found that boards are 

now 8% smaller on average when 

compared to five years ago, with the 

greatest change taking place over the 

last three years, down 7% from 2009 to 

2012. This decrease in board size has 

also had the effect of placing greater 

demands on each NED. Nearly all board 

directors (93%) interviewed for the 

report believe that an effective board 

should have less than 12 members. 

 

The study found that diversity is key to 

successful boards; with a significant 

majority of board directors (61%) 

believing that diversity in the widest 



sense has an important impact on board 

performance. This includes diversity of 

skill sets, expertise outside of sector, 

international experience, age and 

background as well as gender. This focus 

on diversity, when combined with 

shrinking board size, means that 

decisions on board composition are 

becoming an increasing challenge for 

chairmen and nomination committees. 

 

The study also identified that companies 

with a higher number of executive 

directors on their boards tended to have 

a better share price performance, as did 

companies having more directors on the 

board with experience of a different 

industry sector. Notwithstanding the link 

between diversity of sector experience 

and better performance, the trend has 

been to recruit NEDs with same industry 

sector experience in every region except 

Hong Kong. This is despite the fact that 

half of the directors interviewed 

recognised that diversity of sector 

experience assists performance and 

could combat “group think”. 

 

John Heaps, chairman at Eversheds, 

comments: 

“Since the first Eversheds Board Report 

was published in 2011, increased media 

attention and challenging economic 

conditions have meant that boards have 

been subject to greater scrutiny. 

Balancing strategic growth decisions 

against a myriad of risk factors and 

tougher regulation is the challenge for 

boards across the globe in 2013. 

“Against this backdrop, we wanted to 

provide further insight into what makes 

an effective board. Our new report looks 

closely at the changing composition of 

the Board, the characteristics of boards 

of better performing companies, 

shareholder engagement and 

management of risk. We believe that the 

findings of our second Board Report will 

make a valuable contribution to the 

debate on what makes for good 

corporate governance in the boardroom. 

 

“It is encouraging that our research 

reveals that diversity is still a key priority, 

with directors now moving the debate 

beyond gender to also encompass 

diversity of age, sector and skill sets as 

well as international experience. 

However, the trend towards smaller 

boards means that achieving this 

diversity is becoming an increasing 

challenge.” 

 

The issue of gender diversity in the 

boardroom was also investigated in the 

global study, and the findings highlight 

that in the last five years, there has 

been a 50% increase in the percentage 

of female directors on boards across all 

regions. That said, this increase is 

against the context of a low base and the 

appointments of women are mostly of a 

non-executive, rather than executive, 

nature. The largest increases were in 

Europe (156%) and in Hong Kong 

(133%). 

 

The so-called ‘shareholder spring’ has 

generated a lot of media interest. 

However, the study shows that this has 

been somewhat overstated and the 

reality is that there is evidence of more 

positive engagement between 

shareholders and boards. Only 14 out of 

140 companies analysed received less 

than 80% shareholder approval for their 

executive remuneration packages, with 

the average shareholder approval 

percentage standing at 90%. The 

majority of directors interviewed 

recognised that shareholder engagement 

does have an impact on board strategy 

and remuneration, and recommended 

early engagement on difficult issues. One 

of the reasons cited for this high level of 

shareholder support was prior proactive 

dialogue between the board and 

shareholders. 

 

To request a copy of ‘Eversheds Board 

Report: The Effective Board’, please visit 

http://www.eversheds.com/global/en/wh

at/publications/board-report2/index.page  

 


