
Sora Utzinger, Socially Responsible Investment Analyst on the Stewardship Funds explores 
diversity and how this can boost company performance. She also discusses how the 
Stewardship team engages with companies on this topic.

It has long been acknowledged that women do not participate in 
the global economy to the same extent and in the same way as men 
do.i Yet, the economic imperative for greater gender parity across all 
organisational levels and particularly in company boardrooms has 
gathered pace. Proponents of gender diversity can refer to a wealth 
of research and impactful studies which demonstrate a strong 
correlation between greater gender parity at the C-suite level and 
company outperformance. One such study was conducted by the 
Peterson Institute, which finds that “a profitable firm at which 30 % 
of leaders are women could expect to add more than 1 percentage 
point to its net margin” compared to a similar company with no 
female leaders.ii

Research conducted by McKinsey provides similar insights and draws the same conclusions as the Peterson report, predominantly that 
there exists a strong correlation between gender diversity and better company performance. iii Companies with the most gender-diverse 
executive teams are 21% more likely to outperform on profitability and are 27% more likely to have superior value creation.iii  Similarly, 
a Catalyst study found that companies featuring higher numbers of female board directors outperformed those with the least by 16%, 
26% and 46% on return on sales, return on invested capital and return on equity, respectively.iv 

A growing body of research attests to the power of diversity as a source of competitive advantage and a key enabler of growth. 
Nevertheless, while the economic rational for greater gender diversity is stronger than ever, barriers persist in achieving gender parity 
within organisations. 91% of the women surveyed by the World Economic Forum (WEF) reported that their employers had a diversity 
programme in place, yet only 27% reported any impact.v This raises the question of how far diversity around the board table extends 
further down the value chain and what measures companies should take to foster diversity across all levels of their organisations.vi 
Diversity and inclusion are often siloed topics and predominantly addressed by HR functions; unless gender diversity assumes the same 
importance as other business priorities and is supported at the highest levels, progress will be slowed.v 

In the UK, much of the work has been focused on improving female representation at senior levels, culminating in the UK government-
backed Davies Review in 2011, which provided stakeholders with a framework and language to challenge companies on weak gender 
diversity at board level.vii The UK government’s Hampton-Alexander review, launched in 2016, continues to support shareholders and 
investors to engage investee companies on gender diversity in the executive pipeline. The review puts forth strong recommendations 
aimed at increasing the number of women in leadership positions and a call for action to include a target of 33% women on FTSE350 
boards and 33% women in FTSE100 leadership teams by 2020.viii Aviva Investors has integrated these recommendations into its 
Stewardship engagement policies. 
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Increasingly companies are coming to regard inclusion and diversity as a source of competitive advantage and specifically as a key 
enabler of growth. Importantly, this understanding of ‘diversity’ has come to appreciate the ethnic profile of company boards in response 
to the cultural and demographic shifts underway in the UK and globally. In the UK alone, approximately 14% of the total population is 
from a non-white ethnic group.ix Building on a growing body of evidence linking gender diversity and company outperformance, recent 
studies have come to suggest that ethnically diverse boards tend to make better decisions. A study by McKinsey shows that companies 
with the most culturally and ethnically diverse boards globally are 43% more likely to reap higher profits.iii

Yet, in the same study of more than 1,000 publicly listed companies, McKinsey found that ethnic diversity is still widely lacking; while 
black Americans account for 10% of US graduates, only 4% hold senior executive positions.iii These numbers stand in stark contrast to 
85% of C-suite positions, held by white executives.iii The gap in terms of ethnic diversity is even wider in the UK where 22% of university 
graduates identify as Black and Minority Ethnic (BAME) and only 8% of executive positions are held by individuals sharing this identity.iii 

In response to this, the UK government’s Parker Review Committee has set out objectives and timelines to help foster greater diversity, 
which are underpinned by three key areas; (i) encourage FTSE100 board to nominate at least one director from an ethnic minority 
background by 2021 and for each FTSE250 Board to do the same by 2024; (ii) develop a pipeline of candidates and plan for succession 
through mentoring and sponsoring; (iii) improve transparency and disclosure to monitor and track progress against objectives.ix 

How does Stewardship engage on Board Diversity?
Introduced in 1984, the Aviva Stewardship Funds have a proud heritage as the UK’s first ethical fund range. The Stewardship philosophy 
recognises that the contribution companies make to a sustainable society depends both on the products and services they provide and 
the way they provide them. 

To this end, the Stewardship Funds aim to use their influence as a shareholder to support the positive contribution companies make to a 
sustainable society and to encourage positive environmental, social and governance (ESG) practices. The Aviva Stewardship Funds have 
begun engaging with companies on board diversity (including both gender and ethnic diversity). To this end, we challenge companies 
on their hiring practices, institutional bias, strategies and targets for increasing board representation of women and individuals from an 
ethnic minority background.

Aviva Investors firmly aligns with the objectives set out in the Parker Review and communicates these to investee companies, where 
weak policies regarding ethnic diversity have been identified. Aviva Investors continues to work with governments, other investors 
and companies to increase gender and ethnic diversity in boardrooms. As part of the Stewardship engagement process, we challenge 
companies on their hiring practices, institutional bias, strategies and targets for increasing board representation of women and 
individuals from an ethnic minority background. While the economic rationale for greater board diversity is clear, we are equally 
propelled by the underlying moral and ethical imperatives. 
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