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Dear Sirs,
House of Lords Select Committee on the European Union – Call For Evidence: EU Women on Boards Proposals

Introduction

We are the Quoted Companies Alliance, the independent membership organisation that champions the interests of small to mid-size quoted companies. Their individual market capitalisations tend to be below £500m.

The Quoted Companies Alliance is a founder member of EuropeanIssuers, which represents over 9,000 quoted companies in fourteen European countries.

The Quoted Companies Alliance Corporate Governance Expert Group has examined your proposals and advised on this response. A list of members of the Expert Group is at Appendix A.

Response
We welcome the opportunity to respond to this call for evidence in relation to the current EU proposals for women on boards and can confirm that we have already responded directly to the European Commission in relation to the proposals.

We are a strong advocate of good governance amongst the small and mid-size quoted companies we represent and amongst the UK and European corporate landscape more generally. We believe that initiatives to encourage more representative boards will improve the quality of board decision-making and accept that gender diversity is a key element of that.
We agree with the European Commission’s view that it is essential to have high standards of corporate governance with highly effective boards running small and mid-size quoted companies. This must include boards which demonstrate a positive approach to diversity, incorporating factors such as skills, experience, culture and gender.

Diversity tends to promote the ability of board members to make appropriate and effective contributions to the company’s strategy and the quality of board debate. We also believe that diversity ensures that boards remain connected with their shareholders, wider stakeholders and are better placed to navigate through difficult times.

Good corporate governance should be created by the companies and by investors promoting their requirements, leading to any issues being effectively addressed - and not through formal regulation by financial authorities. 

We are concerned that, in relation to gender diversity, the imposition of quotas will not lead to good corporate governance. We believe that any imposition of quotas would be premature and will fail to allow enough time for recent initiatives to increase board diversity to be fully realised.

In our third QCA/BDO Small and Mid-Cap Sentiment Index
, we asked small and mid-size quoted companies questions on their policy in recruiting women to their corporate boards. We found that of the 64 respondents whose companies had been actively recruiting in the past 12 months, 23% had specifically asked recruiters to include within their remit female board members. Of those 64 it was found that 38% had a short list with female candidates, while 28% appointed a woman to a board position.
These results, together with the published statistics in relation to the FTSE100 in the year since Lord Davies’ report was published, show that momentum is building and attitudes to the structure of small and mid-size quoted company boards is potentially changing. Good corporate governance is especially important in small and mid-size quoted companies, and it is clear that they are beginning to look to expanding the diversity of their corporate boards.

We have already expressed concern to the European Commission that that there seems to be significant differences between DG Internal Markets and DG Justice with regards to corporate governance and in particular, women on boards. Further clarity and an aligned and joint Commission position on the issue would be welcome and we trust that this review will add weight to the need for clarity and alignment in your feedback to the Commission.

1. To what extent does the EU have a role to play in improving the representation of women on boards? Should this be tackled through measures at a European level or is it a matter for national Governments? Do the differences in board structures across the EU affect the pursuit of a common European approach?

We believe that the European Union has a key leadership role in improving and encouraging board diversity, with a current focus on the position of women on boards.  The European institutions have a powerful history of supporting and promoting equal rights and board diversity is a key next stage of that. The EU is a very important instrument in promoting corporate governance best practices across all of Europe.

We believe that measures to improve the representation of women on boards must be tackled both through legislative measures and through cultural changes and accept that those legislative measures, as and where appropriate, will come both from Westminster and Brussels. We are, however, unconvinced of the need for, or benefit of, quotas at the current time.

We do not think it appropriate for subsidiary principles to be argued regarding the levels at which action should be taken - the range of measures to be undertaken include measures to promote genuine flexible working and new modes of behaviour not only for women but for all in the work place in order to create a new exciting corporate culture. Most of the required changes are behavioural rather than legislative.

We do not believe that differences in board structures across the European Union affect the pursuit of a common European approach, but do accept that cultural differences may lead to future complications. 

2. Can a "voluntary approach", or self-regulation, achieve a fair representation of women on boards? How can change through voluntary measures be sustained?

Since Lord Davies published his report
, there has been insufficient time to determine whether a voluntary approach of self-regulation will work and be sustainable in the long-term. We strongly believe that the diversity initiative which has been developed over the last eighteen or so months should be given an opportunity to succeed. At the moment it looks like voluntary measures may succeed and strongly believe that time should be allowed to realise the same.

We also wish to note that we believe voluntary measures to be more sustainable because they reflect a change in corporate behaviour rather than imposed quotas.  

3. How should progress be monitored and audited? Should monitoring be coordinated at the European Level?

We strongly believe that monitoring and audit should be done both at Member State and European level and European economic statistics collated for this purpose.  It is valuable to understand various benchmarks being achieved by various countries, all of which have very different economies and cultures.

4. Should progress be incentivised, or a lack of progress punished? If so, how could this be achieved?

We believe that progress should be incentivised and lack of progress censured. We are a strong supporter of a genuine and holistic comply or explain corporate governance culture within organisations. Explanations must be meaningful and those who do not comply but deliver sensible, proportionate and convincing explanations should not be criticised.

5. What level of progress is acceptable? Is there a point at which it should be determined that self-regulation is not working and that a legislative intervention (whether at national or European level) is needed?
We would prefer to see board composition being monitored over the next 12-36 months and to see whether from statistical analysis there is a continuing improvement before deciding whether legislative intervention is necessary.
6. Has the introduction of quotas in some Member States had any impact on the single market?  What are the arguments for and against consistency across the EU on women on boards?

We do not have access to sufficient information to comment on all aspects of this question.  

7. What impact would be higher level of representation of women on boards across Europe have on the UK?  Would it bring any advantages and/or disadvantages?

We do not think it is possible to give a substantive response to this question until the higher level of female representation on boards across Europe is achieved. However, we refer you to the findings of Lord Davies in his report of last year and have no reason to believe that these will not be reflected in changing corporate culture once a higher level of representation is achieved. Accordingly, we are supportive of increased diversity both on boards and within all levels of an organisation.
8. What are the positive and negative effects of legislative quotas?

Legislative quotas do have the strong attraction of simplicity. However, an interesting and useful example was the need to delay the Bribery Act 2010 because the statutory guidance had not been reduced and insufficient legislative analysis had been carried out for that guidance. It is easy for a legislator to set a quota: it is much harder for a legislator to seriously engage with the market to encourage and promote the appropriate environment to deliver meaningful behavioural changes.  Increased diversity and, indeed, good corporate governance, is all about changing behaviours rather than satisfying a tick-box exercise. 

9. Other than quotas, what measures could be considered at European level to directly improve the representation of women on boards? Are there alternative measures that should be pursued, but which are better suited for action at a national level?

Before a legislative quota is imposed, it may be useful to consider a reward structure such as the sponsored achievement awards for strong examples of diversity.  

In a similar manner, Member States could give other incentives, such as lower corporation tax rates for companies that exceed diversity standards.

10. Is support needed for women when making their choice of careers, and throughout their careers, to ensure that there are sufficient candidates for board appointments?  Is this a matter for European-level action, or should it be a matter for national governments?

We strongly believe that support is needed for many persons, including women in their choice of careers so as to ensure that there are sufficient candidates of appropriate quality for all appointments, particularly from less represented elements of society. We think this is a matter for strong and focused European and Member State support, but do not think that it is necessary for this to require legislative action.

11. What does success look like?  What should be the ultimate goal with respect to women on boards across the EU?

We do not think that success will be achieved by simply increasing the number of women on boards.  Corporate boards are representative of the issue, but the ultimate goal needs to be an increased diversity of spirit and greater the incentive and retention of women and other under-represented groups through the higher echelons of any corporate management structure, which will then feed into board. Without this cultural change throughout an organisation, there will be an increased burden put on a (potentially un-diverse) sector of women appropriately experienced to sit on board.

General Comment
By way of general observation, it is appropriate for us to acknowledge that the conclusion whether or not a quota is imposed is a matter which will be decided in Brussels rather than Westminster.  Accordingly, we do hope that your committee will positively project that, whilst female representation on board must be increased, to impose a quota is, at the moment, premature and could actually be counterproductive.

We would be very welcome to a meeting to further consider any of these points if it would be useful.
Yours sincerely, 
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Tim Ward 

Chief Executive 

APPENDIX A
QUOTED COMPANIES ALLIANCE CORPORATE GOVERNANCE EXPERT GROUP
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Penna Consulting PLC
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BDO LLP
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Jacques
 Sultan 


The Quoted Companies Alliance
Eugenia Unanyants-Jackson 
F&C Investments
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Faegre Baker Daniels LLP
Tim Ward 


The Quoted Companies Alliance
Cliff Weight 


MM & K Limited
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� For the survey YouGov interviewed directors, chairmen and other senior staff at small and mid-cap UK quoted companies between 17/04/12 and 01/05/12. An email was sent to members, contacts and associates of the Quoted Companies Alliance, inviting them to take part in an anonymous, self-completion, online survey. The responding sample has had small weightings applied to it to ensure the industry of respondent companies matches the proportions found amongst all small and mid-cap companies quoted on the London Stock Exchange.
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