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California

Why Comply?

In 2018, the state of California approved
Senate Bill 826 (SB826) into law, mandating
board gender diversity for public companies
headquartered in California, regardless of
where they are incorporated. While not
widely supported, the law has elevated the
conversation about the importance of
diversity in the boardroom.

For start-ups and high-growth companies
to succeed in the long-term, they must be
open to opinions and strategies that reflect the
growing diversity in their workplace,
communities, customers, stakeholders, and
markets.

Public companies traded on the NYSE or
NASDAQ exchanges were required to have at
least one female director by December 31,
2019. That minimum increases to two by
December 31 2021 if the corporation has five
directors, and to three women directors if the
corporation has six or more directors.
On the first deadline of December 31, 2019,
significant progress had been made, with only 27
companies (4 percent) of Californiaheadquartered companies with all-male
boards, representing a 25% improvement
from June 30, 2018, according to a KPMG
study released in February 2020.

Companies are simply better prepared to
manage all these challenges with sound
governance and leadership offered by board
members with different backgrounds.
Beyond the proven business case for
diversity, the real costs of non-compliance
can be onerous. SB826 mandates that all
companies must disclose the number of
women on their boards as part of their
annual corporate disclosures. Any violation
carries hefty penalties. A $100,000 fine may
be imposed for the first violation of noncompliance, and $300,000 for subsequent
violations, with each seat that is not filled by a
woman constituting a separate violation.
Ultimately, diversity must be recognized as a
cornerstone of corporate growth strategy. In
this document we look at the law’s early
impact and analyze what steps must be
taken to make the best hiring decisions for
the next hiring deadline of 2021.

KeyAnalysis
Based on our understanding of how the 2019
first phase of board hiring turned out, we see
several recommendations for the 2021
hiring cycle:

1.
Only 28% of the women hired in the first phase
had public board experience. We see that this
ratio will only decrease for the 2021
appointment cycle and companies should
start the search process early if they want to
access very limited talent.

2.
Of all the 2019 female board intake, 94% of
the new hires joined their boards as outside
directors. This means that there is a significant
number of women not getting hired from
within the company. Only nine female
executives joined the board of their own
company in 2019. Is there a good argument
here for elevating and training the existing
women on your management team?

3.
The data, although incomplete, suggests that
nearly three quarters of female directors hired
in 2019 served on at least one board
committee. There should be an expectation
that the 2021 hires will want to contribute
early.

4.
Those candidates with prior board experience
are in high demand and “overboarding” has
become an issue for the most-qualified executives
These directors might be considered to be
stretched too thin because of their involvement
with too many boards. Beyond Glass Lewis and
ISS guidelines, it’s important to consider
candidates’ bandwidth.

5.

7.

We should not discount the candidate pool
because few hires have board experience.
Executives with general management experience
can be highly effective. Meg Whitman, Sheryl
Sandberg, Marissa Mayer and Safra Katz didn’t
have experience before they joined their first
public boards.

The key here is speed. We have 18 months
before the next board hiring deadline. Those
companies that start early are more likely to find
the level of talent they require. Those that leave it
later will have fewer options locally and will
have to seek talent further afield.

6.
Will female nominees meet the minimum
threshold? This is a real question given that
several hundred women need to be recruited.
However this is a group that has been

Will the next hiring deadline force California
companies to rely on recruiting out-of-state
talent? If that’s the case, will companies find
working women who want to accomodate longdistance travel to California four to six times
per year?

underrepresented at the executive level for
decades. Will companies have a valid argument
that they’re unable to find strong talent? Will
some companies consider reducing the
number of people on their board? Is it easier
to avoid hiring the extra females that a larger
board requires? Will the next round of hires
have enough experience to take part in the
committee work? These are important
questions to consider as we move forward.

There will be increased
difficulty finding working
women willing to
accommodate long
distance travel to California
four to six times per year.
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organizations to achieve a level of 30 percent
female representation on their boards by 2022.

To affirm our
commitment to
diversity and inclusion,
we formed a Global
Diversity Practice in
2011.

Board Search, Assessment
and Development
Services
Corporate boards have achieved much over
the last 20 years; nonetheless, they also
recognize that boardroom practices must
remain flexible and dynamic to allow
corporations to survive and thrive in rapidly
changing markets. Being a board member
today is about active leadership, personal
accountability and senior executive
coaching. Strong, dedicated board members
are critical for making a positive difference to
the organizations on whose boards they
serve. The Global Board Services Practice at
Stanton Chase is about making our clients’
boards better as a result of our interaction,
and making sure that impact lasts in our
absence.

Board Search
In a world where CVs are available
everywhere on the internet, we add value
and insight to the identification of
singularly viable candidates. Our work is
founded on a comprehensive, disciplined
approach that ensures finding suitable
candidates who match above and beyond
your technical requirements.
Our approach enables us to respond with a
rapid and deep understanding of your
needs, including hands-on service by senior
consultants and partners, prospect
research and identification, presentation,
assessment, and placement follow-up.

Board Assessment
Tailored assessment tools, combining both a
quantitative and qualitative approach, contribute
to a smooth, swift and insightful experience. Our
assessment process is matched to a Board’s
maturity and experience and allows for rapid but
accurate and complete identification of both a
board’s strengths and its opportunities for
improvement.

Board & Director
Development
The ability of an organization to identify growth
and potential in executive leaders is probably the
only way to help both the organization and the
leader to maximize their potential.
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