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Corporate India needs better gender balance

Despite recent improvements, women representation in the boardroom
and in the workforce remains relatively low. Regulations can only push to
a limited extent. It is for corporate India to see the benefits of a better
gender balance, and for stakeholders to push for this agenda.

Gender equality is the fifth of the seventeen sustainable development goals
(SDGs) set by United Nations. According to the World Economic Forum's Global
Gender Gap Report 2022, India ranks 135 of the 156 companies scored. The
scoring is based on four essential pillars - Economic Participation and
Opportunity, Educational Attainment, Health and Survival, and Political
Empowerment. Independent of any debate over its methodology, there is no
doubt that India’s rank needs to improve on gender equality.

From corporate India’s perspective, the regulators have been focussing at the
bringing in gender diversity at the board level. The top 1000 companies are now
mandated to have at least one independent woman director. The regulation for
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having at least one woman on the board came in 2014', which resulted in the
share of directorships in NIFTY 500 companies increasing from the then about
6% (in 2014) to 17.6% on 31 March 2022 (Exhibit 1).

Exhibit 1: Share of directorships held by women in the NIFTY 500
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India is not the first market to mandate gender diversity on boards. While
approaches differ, several other global markets have set targets for better
gender-based diversity on boards (Exhibit 2).

Exhibit 2: Gender-based targets across geographies

Country Requirement Type Threshold / Target Disclosure

Australia Comply or explain Disclose Targets Board and senior
management

Austria Mandatory 30% Board and senior
management

Belgium Mandatory 33% Board

Canada Comply or explain Disclose Targets Board and senior
management

Denmark Comply or explain Disclose Targets Board and senior
management

Finland Comply or explain Disclose Targets Board

France Mandatory 40% Board

Germany Mandatory 30% Board

Greece Mandatory 25% Board

" Regulations changed from one women director to one independent women director in March 2018: with effect from 1 April
2019, the top 500 companies were required to have at least one independent woman director. This was extended to the top 1000
companies with effect from 1 April 2020.
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A UK-based initiative called the 30% Club campaigned that women comprise at
least 30% of the board and senior leadership in large listed companies. The move
to achieving this goal began in 2010 and has now spread across to 20 countries.

In India, however, we are at some distance from this 30% mix. Women
representation on boards aggregated 17.6% across NIFTY 500 companies on 31

March 2022.

Leaving aside most listed public sector companies, listed companies in India have
been complying with regulations. Despite the initial push-back and the fear of

2 Although not a regulatory requirement, most companies in the UK follow a threshold of 33% women representation on
Boards in line with the Hampton - Alexander Review.
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this being a check-box, corporate India has rallied to get a set of accomplished
women on their boards. Women from the promoter-family (often considered
check-the-box positions) account for less than 10% of the total directorships held
by women.

Much like the global campaign, India too needs to move away from an absolute
count to a share of board size for gender diversity. Research shows that gender
diversity works best when there are three or more women on the board. In India,
companies comply with the regulation, and no more. Even as the share of women
representation at the board level has seen an improvement in the last twenty-
four months, women comprise about less than 20% of board composition (Exhibit
3).

Exhibit 3: Women Directorships as a percentage of boards in Nifty 500
companies

Nil 13 2.6% 27 5.4% 8 1.6%

Up to 10% 94 18.8% 84 16.8% 93 18.6%
>10% to 20% 254 50.8% 243 48.6% 240 48.0%
>20% to 30% 106 21.2% 101 20.2% 112 22.4%
>30% to 55% 33 6.6% 45 9.0% 47 9.4%
Total 500 100.0% 500 100.0% 500 100.0%

Source: NSE, Prime Database, IiAS Research

Women representation at senior leadership levels remains a bigger challenge,
and one where there is no quick fix. An IIM-Ahmedabad research report titled
‘The Glass Ceiling’ on Leadership Gender Balance in NIFTY 200 index constituents
noted the share of women in top management and senior executive positions is
significantly lower than the share of women on the board of directors. The report
gloomily noted the gender pay gap also widens as women advance in their
careers.

Several companies claim to be equal opportunity employers. Yet, of the S&P BSE
100 index constituents, in FY22, just 16 companies had more than 30% women in
the workforce (Exhibit 4). With the Business Responsibility and Sustainability
Reporting (BRSR) becoming mandatory from FY23, disclosures on gender
diversity will be more enhanced, with disclosures on pay parity as well.
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Exhibit 4: Women in the workforce of S&P BSE 100 companies in FY22
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Source: TiAS research; annual report disclosures; sustainability report disclosures; stock exchange filings

What is the way forward? Regulators, companies, their boards, and shareholders
will all need to commit themselves to improving the gender mix.

Companies: Creating and cultivating an active pipeline of female candidates in
leadership has to become an important element of a successful board. A Harvard
Business Research® paper titled ‘When Gender Diversity Makes Firms More
Productive’ argues gender diversity relates to more productive companies, as
measured by market value and revenue, only in contexts where gender diversity
is viewed as “normatively” accepted. By normative acceptance, they mean a
widespread cultural belief that gender diversity is important. For this, companies
will need to challenge cultural blocks and strive for a more gender diverse board
and workforce through necessary affirmative action.

Regulations: Regulations played an important role in helping jump-start the
gender diversity agenda for company boards. Better and sharper reporting in the
BRSR disclosures will allow regulators and market participants to track progress.
Regulations in India have set the stage with mandatory quotas for women
representation at the board level. They need to continue press ahead and focus
equally on the gender mix at all stages of the working cycle.

Investors: Shareholders need to insist on gender diversity as an important
aspect of overall ESG performance. With sustainability-linked financial

3 Harvard Business Review
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instruments (such as sustainability bonds), gathering steam in India, time is ripe
for investors and lenders to play an active role in pushing for the social and
governance aspects of ESG as well.

A modified version of this article was published in the Bombay Stock
Exchange Brokers’ Forum’s magazine, Forum Views for the month of April
2023, which can be accessed here:

BROKER
< FORM https://brokersforumofindia.com/magazines.php
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Disclaimer

This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The
information contained herein is solely derived from publicly available data, but we do not represent that it
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for
any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. This document is provided for assistance only and is not intended to be and must not be taken
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make
such investigation as it deems necessary to arrive at an independent evaluation of information referred to
in this document (including the merits and risks involved) and exercise due diligence while using this report.
The discussions or views expressed may not be suitable for all investors. The information given in this
document is as of the date of this report and there can be no assurance that future results or events will be
consistent with this information. This information is subject to change without any prior notice. IiAS reserves
the right to make modifications and alterations to this document as may be required from time to time;
however, TiAS is under no obligation to update or keep the information current. Nevertheless, IliAS would be
happy to provide any information in response to specific queries. No copyright infringement is intended in
the preparation of this document. Neither LiAS nor any of its affiliates, group companies, directors,
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of this
information. This report may cover listed companies (the ‘subject companies’); liAS may hold a nominal
number of shares in some of the subject companies to the extent disclosed on its website and/or these
companies might have subscribed to IiAS' services or might be shareholders of IiAS. TiAS and its research
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed
on its website.

Confidentiality

This information is strictly confidential and is being furnished to you solely for your information. This
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any
other person or published, copied, in whole or in part, for any purpose without the written permission of
TiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject LiAS to any
registration or licensing requirements within such jurisdiction. The distribution of this document in certain
jurisdictions may be restricted by law, and persons in whose possession this document comes, should
inform themselves about and observe, any such restrictions. The information provided in these reports
remains, unless otherwise stated, the copyright of LiAS. All layout, design, original artwork, concepts and
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form
or for any purpose whatsoever by any party without the express written permission of the copyright holders.

Other Disclosures

TiAS is a SEBI registered entity (proxy advisor registration number: INHO00000024) dedicated to providing
participants in the Indian market with independent opinions, research and data on corporate governance
issues as well as voting recommendations on shareholder resolutions of about 1014 listed Indian companies
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory
reports, standardized services under the Indian Corporate Governance Scorecard, and databases
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed
against the company by any of the Regulators or Courts/Tribunals.

This article is a commentary on general trends and developments in the securities market.
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About IiAS

Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated
to providing participants in the Indian market with independent opinions, research and
data on corporate governance issues as well as voting recommendations on shareholder
resolutions for over 1014 companies that account for over 96% of market capitalization.

liIAS provides bespoke research and assists institutions in their engagement with
company managements and their boards. It runs two cloud-based platforms, SMART to
help investors with reporting on their stewardship activities and ADRIAN, a repository of
resolutions and institutional voting pattern.

TiAS with the International Finance Corporation (IFC) and BSE Limited, has developed a
Corporate Governance Scorecard for India to evaluate company's governance practices
and market benchmarks. More recently, liAS has extended its analysis to ESG and is also
empanelled with AMFI as an ESG Rating Provider.

TiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited,
Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited,
UTI Asset Management Company Limited and Yes Bank Limited.

TiAS is a SEBI registered entity (proxy advisor registration number: INH000000024).
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