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Where's the Trickle Down? Gender Diversity in Corporate Pipeline
Lags the Boardroom
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As March is Women's History Month, it's timely that we review women's headway moving up the corporate ranks and the progress of gender
diversity initiatives worldwide.

KEY POINTS
1. Globally, female representation at the board and employee levels is much higher than at the executive and senior management levels.
2. The trickle-down effect from increased gender representation in the boardroom, expected to help resolve the diversity pipeline issue, has
not taken place as quickly as anticipated.
3. This may be due in part to national quotas driving the high percentage of female board directors, particularly in countries or markets that lag
their peers, where inclusive workplace cultures are not yet widely in place.

Despite large strides made in placing more women in the corporate boardroom, women continue to face major challenges and disparities at
various career stages. In both U.S. and international large-cap markets, there is higher female representation at the board and employee level
than that at the executive and senior management level.

Globally, Female Representation Lags at Corporate Senior Levels
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Compared to their international peers, however, U.S. large-cap companies have a higher level of gender diversity across all job levels,
particularly among executives and senior managers. Within the S&P 500, 26.6% of executives are female compared to 20.8% for the MSCI
World ex USA, while women in senior management positions stands at 30% versus 26.1%, respectively.

The push toward parity

Over the past decade, many regulatory bodies have set minimum quotas for board gender diversity, either mandatory or voluntary. These
quotas, primarily targeting publicly listed companies, are mostly introduced by legislation, central governments or primary stock exchanges.
With quotas in place, we see more women joining corporate boards globally, with notable variations in countries.

As board members usually play an active role in hiring decisions and influencing the culture of their companies, the widespread expectation
has been that a greater number of female board directors would lead to an increase in the number of female executives and managers. This
implicit assumption is commonly referred to as the trickle-down effect.

Yet, the data indicate the trickle-down effect has not noticeably closed the gender diversity gap, and the pipeline issue still hampers the career
advancement of women and others. A possible explanation for this situation is that high board gender diversity has been driven mostly by the
impact of national quotas or quota-equivalent policies.

Countries and quotas

To delve into this issue, our research reviewed the regulations on board gender diversity for all countries or markets in the MSCI All Country
World Index. The results were complex. On the one hand, there is a remarkable difference between groups: countries with mandatory quotas
of over 10% or voluntary quotas for board gender diversity tend to have a higher percentage of female representation. Conversely, countries
with a mandatory quota of at least one woman — or no quota at all — tend to see much lower female board representation. However, some
countries near or at board gender parity, such as New Zealand, do not necessarily have a quota in place. In those instances, the higher
percentage of female directors could be a natural result of stronger social norms on gender equality.

Bottom line: As the gender diversity gap at the critical management and senior levels are not closing as quickly as expected, we believe
investors and companies need to intensify their efforts to address this situation. We think companies that can close their diversity gaps sooner
are more likely to benefit from a boost in their intellectual and human capital.

To read the full research report, "Parity Beyond the Boardroom: Closing Diversity Gaps in the Corporate Pipeline,"click here

Definitions:

Executives are as defined by the company or represent those individuals that form the company's Executive Committee/Board or Management
Committee/Board or the equivalent.

Senior management is defined and reported by the company, and usually represents managerial levels below the executive level.

Index Definitions:

S&P 500® Index measures the performance of the large-cap segment of the U.S. equities market, covering approximately 75% of the U.S. equities market.
The index includes 500 leading companies in leading industries of the U.S. economy.

MSCI World ex-US Index measures the equity market performance of large and mid-cap stocks across 22 of 23 developed markets (DM) countries,
excluding the United States. The index covers approximately 85% of the free float-adjusted market capitalization in each country. The term "free float"
represents the portion of shares outstanding that are deemed to be available for purchase in the public equity markets by investors. The performance of
the Index is listed in U.S. dollars and assumes reinvestment of net dividends.
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"The data indicate the trickle-down effect has not noticeably closed the gender diversity gap, and the pipeline issue still
hampers the career advancement of women and others."
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