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Director Tip Sheet:
FILLING IN THE MISSING PIECES ON BOARDROOM DIVERSITY 

Despite a few gains for some demographic groups, the findings of the Missing Pieces 
Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 500 Boards 
indicate that progress on board diversity remains slow. This news comes amid con-
verging trends that are pushing public-company boards to diversify more quickly. 
Among them are shifting US demographics and a growing body of research that links 
greater diversity with stronger value creation and risk mitigation. In response, inves-
tors and some state legislatures are increasingly urging public companies to enhance 
efforts around diversifying their boards or risk negative proxy votes and/or monetary 
fines. These developments collectively suggest that pressure to accelerate boardroom 
diversity is unlikely to abate anytime soon. 

This tip sheet offers guidance on the following topics:
• The current state of diversity in the boardroom

• How to make the business case for greater board diversity 

• Methods for building urgency around diversity and inclusion

• Tips for accelerating minority and women board representation, or “filling in 
the missing pieces faster”

The Current State of Boardroom Diversity  
Where are we now? 
Minority and female representation on Fortune 500 boards is increasing, but it is 
not keeping pace with shifting demographics in the United States. The Missing Pieces 
Report, a multiyear study published by the Alliance for Board Diversity (ABD) in col-
laboration with Deloitte for the 2016 and 2018 censuses, further illuminated the slow 
progress made in diversifying boards since 2010. 

Here are some of the study’s most compelling findings for the Fortune 500 in 2018:

• Board representation of women and minorities reached an all-time high of 34 
percent (1,929 board seats), compared to 30.8 percent in 2016 (1,677 board seats). 

• Total minority representation increased to 16.1 percent (912 board seats) from 
12.8 percent in 2010 (700 board seats).

• Caucasian/White men hold 66 percent of all board seats, and 91.1 percent of 
chair roles on those boards. 

• The “recycle rate” for minorities—the rate at which individuals serve on more 
than one board—increased from 2016 to 2018. African American/Black women 
and Hispanic/Latinas have recycle rates of 1.39 and 1.36, respectively. African 
American/Black men hold the highest recycle rate of any group (1.41), whereas 
Caucasian/White men have a recycle rate of 1.19.

https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
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While advancement has been slow, the pace of change is accelerating. The number of 
board seats in the Fortune 500 increased from 5,440 in 2016 to 5,670 in 2018, sug-
gesting that some boards may be adding seats to accommodate the broader set of 
skills, thoughts, and experiences necessary to govern a complex company in today’s 
disruptive environment. This expansion, in turn, may be creating new opportunities 
for diverse candidates to take a seat at the table. Despite these positive trends, high 
recycle rates and overboarding 1 among women and minorities remain a concern, 
meaning that boards tend to tap into a pool of experienced directors to fill open seats, 
instead of looking beyond their established networks to find new talent. 

Why has progress been so slow?
A lack of urgency from the top (i.e., the CEO and/or board chair) and slow director 
churn are some of the greatest challenges to improving diversity. Some boards may be 
unwilling to ask incumbent directors to retire, even if their skills are no longer fit for 
purpose, resulting in few openings for diverse candidates with desirable skills. Addi-
tional perceived barriers to progress include these: 

• Some see “a small pool of diverse candidates” as part of the problem, while 
others consider this an excuse. 

• Closed networks can also serve as a barrier. Board nominations can often be a 
“relationship game,” with incumbent directors relying heavily on their existing 
personal and professional networks. 

• A formulaic approach is another hurdle. Having an overly prescribed approach 
to recruitment and/or renomination doesn’t necessarily produce a high-func-
tioning board. Qualities that are independent of demographics and skill sets, 
such as integrity, forthrightness, and cultural fit, should also be considered. 

• Effective boards are often hesitant to disturb existing dynamics, viewing the 
call to diversify as an attempt “to fix what isn’t broken.”

Who or what is driving change? 
The investor community has been at the forefront in advocating change on a host of 
issues, from diversity to sustainability. That said, employees and customers are also 
intensifying pressure on boards to diversify. For now, institutional investors appear 
to be making more inroads and having a greater influence on board composition.  
BlackRock, State Street Global Advisors, The Vanguard Group, and the California State 
Teachers’ Retirement System (CalSTRS), for example, have become increasingly vo-
cal, speaking out through public relations and media campaigns on the importance of 
diversity as a governance imperative.2 

1  Overboarding refers to stretching one’s time and energy too thin by serving on several—arguably, 
too many—boards at once.
2  NACD, Investor Perspectives on Board Diversity (Arlington, VA: NACD, 2018). 

https://www.nacdonline.org/applications/secure/?FileID=276402
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Diversity Quotas on the Horizon

Following California’s lead on mandating gender diversity for public-company boards, 
New Jersey has introduced a bill that would require public companies based in the 
state to have a least three female directors on their boards by 2021.3 Several other 
states, including Illinois, Massachusetts, and Pennsylvania, have passed nonbinding 
resolutions urging companies to diversify their boards.4 These legislative mandates 
have produced a strong reaction in the business and corporate governance world. De-
tractors perceive mandated diversity quotas as government overreach, while support-
ers believe these will have a positive effect on board refreshment. 

Making the case for greater diversity on boards 
Diversity has to be about adding value. It increasingly needs to be discussed in terms 
of a business case or return on investment, not simply because it’s the right thing to 
do. General statements like “diversity has been proven to enhance performance” do 
not sufficiently demonstrate the value proposition. In promoting diversity, directors 
and senior executives can consider the following guidance:

TIPS

Leverage the growing body of research that articulates the value of diverse 
perspectives in the boardroom. In addition to qualitative observations, use quantitative 
data from trusted sources, like those listed below, to explicitly make the link between 
diversity and improved financial performance and risk mitigation. 

• The Bottom Line: Corporate Performance and Women’s Representation on Boards (2004-
2008), Catalyst, March 1, 2011

• Delivering through Diversity, McKinsey & Company, January 2018 

• “Female Directors, Key Committees, and Firm Performance,” The Department of Eco-
nomics, Lancaster Management School, October 19, 2015

• The Impact of Board Gender Composition on Dividend Payout, SSRN, October 1, 2016

• “The Diversity and Inclusion Revolution: Eight Powerful Truths,” Deloitte Review, Issue 22, 
January 22, 2018  

• Missing Pieces Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 
500 Boards, Alliance for Board Diversity and Deloitte, 2018

Tie diversity to growth opportunities and market risks. Ask questions such as: How 
can our company better position itself to expand its existing business or enter into new 
markets? Are we at risk of losing ground if we don’t have people on our board/manage-
ment team who reflect the composition of, and have greater insight into, our customer 
base, workforce, and other stakeholder groups? 

3  Jeff Green and Andrea Vittorio, “New Jersey Follows California in Measure to Add Women to Boards,” 
Bloomberg, December 21, 2018. 
4  Iris Hentze, “Gender Diversity on Corporate Boards: What Will 2019 Bring?,” posted on the National 
Conference of State Legislatures’ Blog, January 4, 2019.

https://www.catalyst.org/research/the-bottom-line-corporate-performance-and-womens-representation-on-boards-2004-2008/
https://www.catalyst.org/research/the-bottom-line-corporate-performance-and-womens-representation-on-boards-2004-2008/
https://www.mckinsey.com/business-functions/organization/our-insights/delivering-through-diversity
https://pdfs.semanticscholar.org/0f57/86d33243540fcbe45def463c4d7a5f259539.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2849529
https://www2.deloitte.com/insights/us/en/deloitte-review/issue-22/diversity-and-inclusion-at-work-eight-powerful-truths.html
https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
https://www2.deloitte.com/us/en/pages/center-for-board-effectiveness/articles/missing-pieces-fortune-500-board-diversity-study-2018.html
https://www.bloomberg.com/news/articles/2018-12-21/new-jersey-follows-california-in-measure-to-add-women-to-boards
http://www.ncsl.org/blog/2019/01/04/gender-diversity-on-corporate-boards-what-will-2019-bring.aspx
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Link diversity to talent. Given the growing war for talent, diverse companies with inclu-
sive cultures will likely be better positioned to attract, recruit, and retain the next gener-
ation of employees, as well as to deliver on economic performance and shareholder re-
turns. Ask questions such as: How can our company better position itself to attract highly 
sought-after skills in a fiercely competitive marketplace? Could we be ceding the best new 
talent to our competitors because we don’t fully understand how to effectively incentivize 
or motivate next-generation employees?

Building Urgency Around Diversity and Inclusion 
on Boards
Boards may recognize that diversity is important, while also lacking a sense of urgency 
around this issue. Individuals may initially resist change, especially when they think 
that they have something to lose. Directors can soften that resistance and build urgency 
for change by being thoughtful and intentional about how they broach the subject.

TIPS

It’s not necessarily what you say, but how you say it. Phrase the problem in terms of  
“the lack of diversity and inclusion on boards” rather than “we have too many men.” 

Talk about updating the board refreshment process, rather than replacing or 
adding directors. Create a bridging narrative outlining the type of talent needed not only 
for where the company is today, but also for where it is headed. Acquiring this talent may 
require the board to broaden its refreshment processes. 

Use the imperative for broad generational perspectives as a starting point. Boards 
are increasingly prioritizing new areas of expertise, such as industry or functional expe-
rience in emerging technologies, digital transformation, and the future of work. Many of 
these desirable skills are found across generations. As society experiences demographic 
shifts, generational diversity is becoming just as important as other forms. Because gener-
ational diversity can be an important component in attracting new hires, the imperative for 
broad generational perspectives can be a good conversation starter for raising the overall 
topic of diversity.

Filling in the missing pieces faster
Directors may think responsibility for board diversity should be delegated entirely to 
the nominating and governance committee; however, making a lasting impact will 
require buy-in—or, at a minimum, acceptance—from all members of the board. Giv-
en the links between diversity, fiduciary responsibility, and risk management, every 
director has a responsibility and an opportunity to influence boardroom change by 
becoming involved in the search and succession-planning processes. 
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TIPS

Look for skills and competencies, not titles. Roles and titles can often prevent boards 
from identifying candidates with the requisite skills and competencies to serve in a specific 
capacity. For instance, male chief executives continue to far outnumber their female coun-
terparts. If a board limits its search to individuals with CEO experience, the candidate pool 
is automatically narrowed. Instead, boards should consider broadening the search criteria 
beyond CEOs and other C-suite executives and explore nontraditional avenues for finding 
candidates, such as the military, the public sector, academia, the legal field, etc. Boards 
should also be intentional about aligning terminology and allowing for some flexibility in 
evaluating a candidate’s experience, to reduce the likelihood that qualified individuals are 
overlooked. For example, in the military, there are numerous logistics experts, but in the 
private sector, this expertise is often referred to as “supply chain.” 

Be inspired by the “Rooney Rule.”5 To become a strategic asset to their companies, 
the board’s composition will need to evolve alongside the company’s current and future 
needs. As such, boards should first and foremost recruit for the right skills and experi-
ences to support the organization’s strategy. In that pursuit, directors can be inspired by 
the “Rooney Rule,” which calls for the inclusion of a diverse slate of candidates for every 
opening. Accordingly, they should champion broadening the pool of qualified candidates 
so that more diverse candidates are not only present at the beginning of a search but also 
considered throughout the process. Recently, the Goldman Sachs Group implemented its 
own version of the Rooney Rule, requiring managers to interview two diverse candidates 
for any open position.6

Develop a robust pipeline by playing the long game. It’s important for companies and 
their boards to build long-term relationships and engage with diverse candidates before the 
need arises. For example, experienced directors can identify and mentor executives from 
under-represented groups who have the potential to serve on a board in the future. A stra-
tegic plan that involves a mentoring program can accelerate board-refreshment processes, 
and may mitigate a skills shortage when a significant number of current directors retire.  

Regularly review refreshment needs and practices. What can be done to stimulate 
board refreshment? Boards are increasingly implementing mandatory retirement ages 
that typically range from 70 to 75 years old. Term limits are also increasingly being con-
sidered, and are generally perceived to be a viable option if imposed up-front, rather than 
retroactively. Many interviewees, however, believe that intentional succession planning is 
the real secret to effectively accelerating minority and women representation on boards.  
Frequently, boards do not dedicate adequate time to their own succession planning.  
 

5  Named after Dan Rooney, the former owner of the Pittsburgh Steelers and former chair of the 
National Football League’s diversity committee, this rule requires member teams to interview at least 
one minority candidate for head coaching jobs and senior football operations positions.
6  Liz Hoffman, “Goldman Sachs Implements Its Own ‘Rooney Rule’ in Diversity Push,” The Wall Street 
Journal, March 18, 2019.

https://www.wsj.com/articles/goldman-sachs-implements-its-own-rooney-rule-in-diversity-push-11552938901
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Directors should consider periodically evaluating their succession strategies to align them 
with the company’s strategic direction and anticipate departures. Boards may want to 
leverage a skills matrix to understand the gaps in competencies, experiences, and per-
spectives that would occur if any given director resigns. Should a departure occur, boards 
can consider a diverse mix of candidates to fill the opening.  

Develop rigorous full-board, committee, and individual assessments. Such assess-
ments are sometimes seen as a more-effective alternative to term limits. While most 
public companies conduct annual assessments, these can reportedly be perfunctory (e.g., 
limited to a written questionnaire that seldom changes) and/or only focused on the full 
board. In contrast, some companies conduct “deep-dive” assessments, which are often led 
by outside facilitators. These in-depth assessments frequently examine individual contri-
butions and skill sets by conducting interviews with each director, and even members of 
management who report to the board. They also include detailed reviews of board and 
committee effectiveness, drawing on interviews with the board chair, lead director, and 
committee chairs. Performing such reviews at regular intervals can set expectations with 
candidates up-front that directors serve as long as they add value, but eventually, they 
may need to step aside as a result of evolving board needs. This further reinforces the 
notion that a directorship is not a life-tenured position. 

Robust Evaluation Processes as a Conduit for Board Refreshment

Enhancing board effectiveness is increasingly becoming a focus for companies and 
their shareholders. As detailed in a report issued by the CII Research and Education 
Fund®, an affiliate of the Council of Institutional Investors, robust evaluation process-
es provide an important means of accelerating board refreshment and succession 
planning, since companies require new skills, perspectives, and strategies over time.7 
Although investors generally do not expect boards to reveal the specific details of any 
evaluations, they do generally expect them to disclose the processes by which they 
evaluate themselves and identify improvement opportunities. Many Fortune 500 com-
panies now describe in their proxy statements what these assessments entail, of which 
the report provides several leading-practice examples. 

This NACD NXT™ tool was written by Deborah DeHaas, Debra Everitt McCormack, and Samantha Yiu.

Deborah DeHaas is a vice chair and national managing partner, Center for Board Effectiveness, Deloitte.

Debra Everitt McCormack is a managing director of the Center for Board Effectiveness, Deloitte LLP.

Samantha Yiu is a senior manager of the Center for Board Effectiveness, Deloitte & Touche LLP.

7  CII Research and Education Fund®, an affiliate of the Council of Institutional Investors, Board 
Evaluation Disclosure, January 2019.

https://docs.wixstatic.com/ugd/72d47f_e4206db9ca7547bf880979d02d0283ce.pdf
https://docs.wixstatic.com/ugd/72d47f_e4206db9ca7547bf880979d02d0283ce.pdf
https://docs.wixstatic.com/ugd/72d47f_e4206db9ca7547bf880979d02d0283ce.pdf
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