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KEY TAKEAWAYS

» The business case for gender  

 diversity is well-established,  

 yet in 2014 the percentage of  

 women on boards globally  

 stood at only 12%.

»  We have reason to believe 

the tipping point for gender 

diversity in corporate 

leadership may not be as far 

away as we thought.

» Trends indicate that gender 

 diversity is fast becoming 

 a mainstream issue and the 

 national conversation about 

 gender is accelerating.

Gender Diversity: 
An Issue to Watch in 2015
by Heather Smith, Lead Sustainability Research Analyst

While the business case for gender diversity is well-established with a growing body of evidence 
linking greater board and managerial diversity with better company fi nancial performance,1 the pace 
of progress on boards and in C-suites has been remarkably slow. In 2014, the percentage of women 
on boards globally stood at 12%. Within the S&P 500 Index2, women hold only 19% of board seats 
and 5% of CEO positions.3 Some estimates show that it will take decades for women to achieve equal 
representation in the boardroom, and over 80 years to achieve gender parity in the workforce.4 

In spite of what seems to be a long list of discouraging statistics, there is reason for optimism that 
the tipping point for gender diversity in corporate leadership may not be as far away as we think.

 • Women are being appointed to boards at an increasing rate: In an environment where  
  there is no real threat of quotas, the rate of female board appointments in the U.S. is
  actually increasing. In the S&P 500 Index, women accounted for 30% of new director 
  appointments in 2014, up from 24% in 2013 and 17% in 2009.5 Th is trend is not just
   limited to the large cap universe as proxy advisory fi rm ISS notes that small cap
  companies are “nominating women to their boards at the fastest pace on record.”6 

1 See, e.g., Catalyst, Lois Joy, et al, “The Bottom Line: Corporate Performance and Women’s Representation on Boards 2004-2008,” 2011; Catalyst, “The  

 Bottom Line: Corporate Performance and Women’s Representation,” 2007; Mary Curtis, “Gender Diversity and Corporate Performance,” Credit Suisse  

 Research Institute, August 2012; “The CS Gender 3000: Women in Senior Management”, Credit Suisse, September 2014;  Andre Chanavat and Katharine  

 Ramsden, “Climb to the Top-Tracking Gender Diversity on Corporate Boards,” Thomson/Reuters, October 2014.

2 Standard & Poor’s 500 Stock Index is an unmanaged index of large capitalization common stocks. One cannot invest directly in an index.

3 Catalyst, “Women in S&P 500 Companies,” http://catalyst.org/knowledge/women-sp-500-companies, January 2015. 

4 World Economic Forum, Global Gender Gap Report 2014, October 2014.

5 Spencer Stuart Board Index 2014, https://www.spencerstuart.com/~/media/PDF%20Files/Research%20and%20Insight%20PDFs/

SSBI2014web14Nov2014.pdf%20target.

6 Kamonjoh, Edward, “Gender Diversity on Boards,” Institutional Shareholder Services, Inc., September 2014.

 http://www.issgovernance.com/fi le/publications/2014-iss-global-board-diversity-report.pdf. 
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 • Diverse boards are viewed as an important governance factor: Deloitte recently 
  highlighted board diversity as a key governance issue for 20157 while a survey by
  PricewaterhouseCoopers of investors representing over $11 trillion in assets under 
  management (AUM) found that nine in 10 investors believe that boards should revisit
  their director diversity policies. Interestingly, few investors believe that the lack of
  diversity is the result of a lack of qualifi ed candidates whereas “most investors instead
  place the blame at the board and/or leadership unwillingness.”8 In a consultation during
  the draft ing of its 2015 policy guidelines, Institutional Shareholder Services, Inc. (ISS)
  found that 60% of investors and 75% of issuers consider diversity in evaluating a board.9 

 • Investors are asking for more diversity: Investors have long been engaging with 
  companies on the issue of diversity, but the face of these engagements is changing. 
  Whereas these engagements were once largely driven by socially responsible and 
  sustainable investing fi rms and religious investors, the involvement of large city and  
  state pension funds and state offi  cials is rising. A series of board diversity campaigns 
  coordinated by the Th irty Percent Coalition, for example, have brought together 
  signatories representing over $3 trillion in AUM.10 Since 2008, investors have fi led over 
  100 board diversity shareholder proposals, and more than half of those were fi led in 
  2013 and 2014.11 Investors are expected to fi le over 20 board diversity resolutions in 
  2015. Board diversity is also one of the driving factors behind the New York City 
  Pension Funds’ initiative on proxy access. Th at fund, representing $160 billion in 
  AUM,12 has fi led so-called “proxy access” proposals at 75 companies based on various 
  governance concerns; nearly a third of the proposals were fi led at companies with “few 
  or no women directors and little or no apparent racial or ethnic diversity.” 

  As greater numbers of companies add women on their boards, the scope of 
  engagements is expanding with an increased emphasis being placed on diversity in 
  executive management. Investors are also zeroing in on the idea of “critical mass,” the 
  point at which the benefi ts associated with gender diversity begin to be most realized, 
  and are asking companies for signifi cantly more transparency on their eff orts and plans 
  to achieve greater diversity in corporate leadership. 

 • Investors are directing capital towards companies with diverse leadership teams: 
  Seeking to capture the fi nancial benefi ts associated with diverse leadership and 
  refl ecting a growing demand in the marketplace (according to the Center for Talent 
  Innovation, women control 39% of investable assets in the U.S., and 77% of women want 
  to invest in companies with diversity in leadership13), various gender-focused   

7  Director’s Alert, Though the Eyes of the Board: Key governance issues for 2015, Deloitte, 2015, http://www2.deloitte.com/content/dam/Deloitte/global/ 

 Documents/Risk/gx-gccg-directors-alert-2015.pdf.
8 PwC 2014 Investor Survey, October 2014, http://www.pwc.com/en_US/us/pwc-investor-resource-institute/publications/assets/pwc-investor-survey-2014.pdf.

9 Brown, Adam, “Investors’ suggestions include proportional limits and absolute caps on executive pay,” IR Magazine, October 3, 2014 http://www. 

 irmagazine.com/articles/corporate-governance/20397/executive-pay-and-board-diversity-studied-iss-consultation-2015-voting/.
10 As of 2/20/15.
11  Kamonjoh, Edward, “Gender Diversity on Boards,” Institutional Shareholder Services, Inc., September 2014.

 http://www.issgovernance.com/fi le/publications/2014-iss-global-board-diversity-report.pdf.
12 As of 11/6/14.
13  Sylvia Ann Hewlett and Andrea Turner Moffi tt with Melinda Marshall, “Harnessing the Power of the Purse: Female Investors and Global Opportunities for  

 Growth,” Center for Talent Innovation, May 2014. http://www.talentinnovation.org/publication.cfm?publication=1440 
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  investment products have emerged, including the Pax Ellevate Global Women’s Index
  Fund, Barclays’ Women in Leadership exchange-traded note, Morgan Stanley’s Parity 
  Portfolio and U.S. Trust’s Women and Girls Equality Strategy.  

 • Th e national conversation about gender is accelerating: Corporate behavior that at 
  one time would have hardly been considered newsworthy is now attracting attention. 
  One only has to recall the backlash Facebook endured aft er completing its IPO with 
  an all-male board, or the ongoing criticism directed at companies in Silicon Valley 
  for their perceived inaction in creating inclusive workforces. Th is spotlight is spurring 
  change; Facebook now has two women directors; other tech companies including 
  Google, Apple, Twitter and Yahoo! released employee demographic data aft er a 
  longstanding reluctance to share such data publicly. Intel, a company that has long 
  disclosed its demographic data, furthered its commitment to diversity in early 
  2014 with the announcement it would spend $300 million over fi ve years to reach 
  its hiring and retention goals within its workforce and expand the talent pipeline within
  the industry.  Microsoft , aft er a remark by its CEO created controversy, has reportedly 
  increased diversity training for employees with a particular focus on “unconscious bias” 
  and monitoring systems for pay equity.14

Taken together, these are all indicators that gender diversity is fast becoming a mainstream issue, 
that companies are integrating diversity considerations into long-term strategic planning and 
that these trends will continue to be key drivers of meaningful progress.

14  Wadhwa, Vivek, “Why I’m confi dent that the tech industry is fi xing its diversity quagmire,” The Washington Post, February 9, 2015. http://www.  

 washingtonpost.com/blogs/innovations/wp/2015/02/09/why-im-confi dent-that-the-tech-industry-is-fi xing-its-diversity-quagmire/.



4  |  ESG MATTERS Gender Diversity: An Issue to Watch in 2015 — March 2015 PAX005040 3/16

The statements and opinions expressed are those of the author as of the date of this report. All information is historical and not indicative of future 

results and subject to change. This information is not a recommendation to buy or sell any security.

You should consider a fund’s investment objectives, risks, and charges and expenses carefully before investing. For this and other 
important information, please obtain a fund prospectus by calling 800.767.1729 or visiting www.paxworld.com. Please read it carefully 
before investing. An investment in the Pax World Funds involves risk, including loss of principal.

RISKS: Investment in mutual funds involves risk, including possible loss of principal invested. You could lose money on your investment in 
the Fund or the Fund could underperform because of the following risks: the market prices of stocks held by the Fund may fall; individual 
investments of the Fund may not perform as expected; the Fund’s portfolio management practices may not achieve the desired result. 
The Fund does not attempt to outperform the Index or take defensive positions in declining markets. Accordingly, the Fund’s performance 
would likely be adversely affected by a decline in the Index. Funds focusing on small/medium companies generally experience greater 
price volatility. Investments in emerging markets and non-U.S. Securities are generally less liquid and less effi cient than investments 
in developed markets and are subject to additional risks, such as risks of adverse governmental regulation, intervention and political 
developments. As this Fund can have a high concentration in some issuers the Fund can be adversely impacted by changes affecting 
issuers. There is no guarantee that the objective will be met and diversifi cation does not eliminate risk.

Fund objective: Pax Ellevate Global Women’s Index Fund (the “Fund”) seeks investment returns that closely correspond to or exceed the price and 
yield performance, before fees and expenses, of the Pax Global Women’s Leadership Index* (the “Index”), while maintaining risk characteristics 
that Pax Ellevate Management LLC (the “Adviser”) believes are generally similar to those of the Index. 

*A custom index calculated by MSCI. One cannot invest directly in an index.

Pax Ellevate Global Women’s Index Fund Top Ten Holdings as of 12/31/2014: KeyCorp. 2.0%, Xerox Corp. 2.0%, Weyhaeuser Co., REIT 2.0%, 
Lockheed Martin Corp. 2.0%, Procter & Gamble Co., The 2.0%, Coca-Cola Enterprises, Inc. 2.0%, Kellogg Co. 2.0%, Microsoft Corp. 1.9%, 
PepsiCo, Inc. 1.9%, and Estee Lauder Cos, Inc., Class A 1.9%. Holdings are subject to change.

ALPS Distributors, Inc., is the distributor for the Pax Ellevate Global Women’s Index Fund. Member FINRA.

ALPS Distributors, Inc. is not affi liated with any of the companies mentioned.  

Separately managed accounts and related advisory services are provided by Pax World Management LLC, 
a federally registered investment adviser. ALPS Distributors, Inc. is not the distributor for Pax World’s 
separately managed accounts.

Copyright © 2015 Pax World Management LLC. All rights reserved. Distributor: ALPS Distributors Inc.: Member FINRA. 

ALPS is not affi liated with World Economic Forum (WEF), Credit Suisse, McKinsey, MSCI, Morningstar Associates, or Pax World 

Management LLC.

 Pax World Investments
30 Penhallow Street, Suite 400
Portsmouth, NH 03801
800.372.7827
info@paxworld.com
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Pax World Management LLC

Pax World is a leader in sustainable investing, the full integration of environmental, social and 
governance (ESG) factors into investment analysis, security selection, portfolio construction and 
risk management. Pax World combines rigorous ESG analysis with equally rigorous fi nancial 
analysis in seeking to identify better-managed, industry leading companies that meet positive 
corporate responsibility standards, have a clear vision for managing risk, and are focused on 
delivering long-term value to shareholders. Pax World launched the fi rst socially responsible 
mutual fund in 1971 and today off ers a family of eleven mutual funds including ESG Managers® 
Portfolios, multi-manager asset allocation portfolios powered by Morningstar Associates, LLC, and 
separately managed accounts. For more information, visit paxworld.com.

This article was originally published by Responsible Investor on March 18, 2015. Reprinted with permission.


