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Foreword

Andy Sparkes
Director of Legal Markets,
and Executive Sponsor of
Race Equality At LexisNexis (REAL)

All businesses have a responsibility to adopt measures that
promote and support diversity and inclusion, and which
eliminate racism. However, with the events of 2020 shining
a spotlight on racial inequality, it is even more important for
public companies to lead from the front in demonstrating
modern business practice during this unprecedented time
of change. Failure to do this will mean they lose the proven
competitive advantage generated by a diverse board, risk
reputational damage and, rightly, leave executives facing
pressure from employees, customers and investors.
At LexisNexis, we strive to ensure that inclusion,
representation and equality of opportunity are the fabric of
life across the company. This is supported by initiatives and
activities which are driven by both the leadership team and
our active employee groups. I am proud to work closely with
our ‘Race Equality At LexisNexis’ employee resource group to
drive education and inclusion through events and discussions,
and to embed strategic change through a series of focused
initiatives.
Listed companies are making moves in the right direction.
Nevertheless, there remains work to be done. Progress
in relation to ethnic and cultural diversity is slow, and
there remains a disappointing shortfall in achieving the
recommendations set out in the Parker Review. FTSE boards
must strive for more meaningful engagement, report clearly
and honestly on their policies and activities, identify and
recruit talent from an ethnically diverse candidate pool,
and take ethnic and cultural diversity into account when
succession planning.
We hope that this review of the dynamics of ethnicity in UK
corporate governance reporting plays a part in furthering
and contributing to this essential discussion, by delivering
a valuable insight into the current landscape and the
latest trends and developments, and by providing practical
guidance to all companies on complying with recommended
market practice.
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Background and approach
Diversity is a wide-ranging topic which has received considerable media attention in the past year, much of which is
outside the scope of this report. Events such as the tragic deaths of George Floyd, Ahmaud Arbery and Breonna Taylor
in the US, the global rise of the Black Lives Matter movement, and the establishment of an independent Commission on
Race and Ethnic Disparities in the UK have intensified the spotlight on racial equality. In turn, this has caused the topic
of ethnic diversity to rise up the corporate governance agenda to emerge as a matter that can no longer be ignored.
From an ethical perspective, racial equality is a fundamental feature of the workplace. Legislation and guidance have
evolved significantly in recent times and public companies now find themselves in a position where there is a duty to
recruit, support and maintain a diverse workforce. Alongside this, the increasingly substantiated view that companies
that employ a broad and inclusive representation of all sectors of society enjoy improved performance and results has
also influenced attitudes, practice, and policy from a corporate perspective.
Our report makes particular reference to the 2017 independent Parker Review (by Sir John Parker) into the ethnic
diversity of UK boards, which found that directors from an ethnic minority background are vastly under-represented on
the boards of the UK’s leading companies. Parker sets a target for FTSE 100 boards to have at least one ethnic minority
director on the board by 2021.
Our report aims to clarify the current recommendations and guidelines for public companies in relation to ethnic
diversity in the UK. It focuses on how FTSE 100 companies have interpreted, adopted, and implemented these, and the
way their efforts have been illustrated within a company’s annual report, highlighting the various challenges they have
faced in defining and reporting on the ethnic composition of the board and the wider workforce. Our report also aims
to provide ‘best practice’ guidance in advance of the upcoming target set by the Parker Review for FTSE 100 boards
to have at least one director ‘of colour’ on the board by 2021, and examines both recent and upcoming developments
which are anticipated to have an impact on this area.
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Scope and methodology
The research for this report reviewed a year’s worth of data from companies with a financial year end between 1 July
2019 and 30 June 2020, primarily focussing on the 94 FTSE 100 annual reports published by these companies during
the period Q3 2019 to Q3 2020. The qualifying criteria for a FTSE 100 company to be included in the data set was
that it was listed on the FTSE 100 index at the end of its financial year. This data set includes real estate investment
companies but excludes closed-end investment companies due to their different structure and the inconsistent impact
they would have on our statistical findings.
Data for this report has been sourced from the Market Tracker transaction data analysis tool which allows users to
access, analyse and compare the specific features of corporate transactions. This is an update to the ethnic diversity
section of our AGM Season 2019 Trend Report, which examined the market practice and trends emerging from the
FTSE 350 AGM season 2019.
As corporate reporting in relation to ethnic diversity is a relatively new area, in many cases we encountered difficulties
in reconciling the recommendations and guidance with the quality of the information provided in company reports. This
report attempts to identify where companies have made an effort to comply, adopting a more generous approach where
it appeared that the information provided, whilst ambiguous, had the overall effect of supporting or increasing ethnic
diversity across the organisation. Conversely, we have aimed to isolate what we feel to be irrelevant data (for example
a future objective where the target had already been met), omissions (where a company provided detailed statistics
or information in regard to gender but no information at all about ethnicity), or a failure to report where the guidance
is clear (for example providing information regarding nationality instead of ethnicity). The methodology is outlined in
further detail within the body of the report.
The percentages included in this report have been rounded up or down to whole numbers, as appropriate. Accordingly,
the percentages may not in aggregate add up to 100%.

Market Tracker Trend Report: Ethnicity in Corporate Governance Reporting 2020

5

Ethnicity in corporate governance reporting Trend report highlights
Parker Review referred to in
54% of FTSE 100 annual reports
35% of annual reports clearly stating
they meet the Parker Review target
24% of annual reports providing
supporting data

24

of 94 companies
reporting on nationality
instead of ethnicity

54%
35%
24%

25

%

42% of companies
with measurable
objectives beyond the
Parker Review target

of annual reports not
mentioning ethnicity in the
board diversity policy (BDP)

50

%

of companies with
wider initiatives to
enhance or increase
diversity and inclusion

33%

of companies including
objectives regarding
ethnicity across the
wider workforce
commitment to using search firms to
ensure diverse candidate recruitment,
and diverse succession planning most
common ethnicity objectives

eight companies were signatories to
the Race at Work Charter

six companies across the
FTSE 350 referring to
ethnicity pay gap
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Executive summary
Ethnic diversity targets and reporting requirements
Public companies, particularly FTSE 350 companies, have long been aware of their obligations in relation to diversity.
The 2018 version of the UK Corporate Governance Code (UKCG Code) heightened the focus on boardroom diversity
and the Financial Reporting Council (FRC) has since released guidance to improve the quality of corporate reporting
on diversity.
Progress in relation to gender diversity has accelerated in the five years since the government put in place guidelines
and targets to encourage FTSE 350 companies to increase female representation on both boards and in leadership
roles. The Parker Review aims to do the same for ethnic diversity. The coming year is set to be challenging for the large
number of FTSE 100 companies that do not yet have an ethnic minority director on the board.

Parker Review
Despite the 2021 target, only 54% of annual reports we reviewed specifically referred to the Parker Review and only
35% of the companies provided clear information to evidence that they had met the Parker Review target, with a
number of companies appearing to rely on photographs, names or nationality data that we therefore excluded from
our results. We consider clear information to be statistics which support the statement that a company had met the
Parker Review target, such as a breakdown of the board’s ethnic composition or a summary of the ethnic group that the
director(s) satisfying the target fell into, which was seen in 24% of the companies in the data set.
I welcome the Ethnicity in Corporate Governance report 2020. It calls out the lack of consistency around
ethnic minority reporting, specifically the use of terminology and limited progress against the ‘one by 2021’
target set out in the Parker Review. GDPR restrictions have meant that reporting is now carried out on a
voluntary basis, this has undoubtedly impacted the number of organisations producing ethnic minority
data reporting. The government this year paused the gender pay gap reporting requirement; over half of
organisations chose not to report. We know that lack of transparency on data can set back equality for
minority groups.
Pavita Cooper, Founder, More Difference

Grappling with definitions
Difficulties in determining which ethnic groups individuals may fall into has led to, at best, companies referring to ethnic
minority employees as ‘BAME,’ a term which is considered by many to be too general and has been criticised for its
potential to allow discrimination to be masked (eg: between Asian and Black workers) and so hidden inequalities and
racism to thrive under its umbrella. A more significant side effect of the difficulties in defining ethnicity is that many
companies are unable to collect the data necessary to report effectively, and have opted to either not report at all,
or refer to nationality instead of ethnicity. In the data set, 26% of companies reported on nationality but provided no
information on ethnicity.
If progress is to be made, then establishing appropriate ethnic categories, collecting relevant data and then
interrogating it forensically and intelligently is vital, as, if this is done, the gains will be to identify how ethnic
minorities are represented in an organisation and, if under represented, the appropriate remedial steps can
be taken – part of which may be positive action.
Richard Isham, Partner and Head of Employment, Wedlake Bell
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Diversity disclosures
Most companies had a clear board diversity policy, although only 79% provided a clearly signposted policy in their
annual report. The overall quality of the board diversity policies across the FTSE 100 was high, with 67% of companies
providing detailed information on each aspect of diversity and many providing metrics and/or referring to the Parker
Review. A report published by the FRC in November 2020 criticised the quality of diversity disclosures in corporate
annual reporting, noting that most policies referred exclusively to gender. Our research found that 25% of the annual
reports we reviewed either provided no mention of ethnicity in the board diversity policy or did not tackle ethnicity in a
meaningful way.

Measurable objectives
The research methodology in this report aims to consider objectives in light of the overall spirit of the diversity content
in the companies’ annual reports. We found that 40 companies had set measurable objectives that went beyond just
mentioning the Parker Review target. The most popular objectives put forward were companies stating that they
planned to use search firms to ensure a diverse candidate pool, and the intention to review succession plans to enable a
more diverse talent pipeline. A total 63% of companies we had identified as having measurable objectives in place were
either reporting on the progress of those objectives or at least providing data on the current position.
Of the 54 companies that included no measurable objectives or no board diversity policy at all, 27% had already met the
Parker Review target. Conversely, 19 companies that had already met the Parker Review target set out more detailed
objectives to continue to support and increase ethnic diversity within the organisation.
With insufficient progress having been made over the last 12 months and with the Parker Review
recommendations looking challenging, it is now considered unacceptable that FTSE 350 listed companies
should not engage constructively with reporting on ethnic diversity. Investors will be looking for more than
a headline commitment to improving diversity in 2021. Accordingly, a listed company’s priority should be to
report on clear targets for both board and senior management, to demonstrate how the board evaluation
process and diversity considerations have informed succession planning, and to comment on key actions
taken and progress made in becoming a more inclusive, sustainable and socially responsible business.
Richard Preston, Managing Associate, Addleshaw Goddard LLP

Ethnic diversity initiatives
Employee networks, mentoring, feedback, and training and development opportunities for ethnic minority groups were
some of the most frequently seen initiatives adopted by companies to increase diversity and inclusion. For a selection of
best practice samples, see our Examples of ethnic diversity initiatives across the FTSE 100.
In order to stay competitive, companies must represent the societies in which they operate. It’s time to do
the right thing. The conversation on race shifted dramatically in 2020 following the death of George Floyd.
The industry is at a turning point and leaders must overcome the fear of saying the wrong thing. Positive
learning cultures through reverse mentoring schemes will empower both emerging leaders and those at
C-level to implement the changes recommended by the 2017 Parker Review. Diversity targets are no longer
a social justice point, but a business imperative.
Dinésha Mendis, Ambassador, Diversity Project
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Upcoming developments
Various initiatives which are intended to work alongside the Parker Review and the UKCG Code to facilitate change
may begin to filter through to companies’ disclosures in their annual reports. This includes the Race at Work Charter,
for which we found eight signatories in our data set. Companies should also be mindful of the increased focus on
ethnicity pay gap reporting, which has received increased attention during 2020. The government has indicated that it
will provide an update on this at the end of 2020. Finally, investor pressure on public companies is set to increase in this
area, as evidenced by the announcement by Legal & General Investment Management in their Investment Stewardship
Diversity Plan that they intend to vote down the chair or the head of the nomination committee at FTSE 100 companies
without at least one ethnic minority director by the end of 2022.
I expect that over time more charters and specific industry guidance will develop as we have seen in
the case of gender where specific codes and charters have arisen for the financial services sector and
sub-sectors, STEM industries, professional services and similar. These can be helpful particularly if there are
certain sectors (which data shows to be the case) where barriers to entry for certain ethnicity groups are
more acute and/or where a more tailored approach to addressing specific barriers to entry or breaking down
misconceptions about that industry are needed. There is an expectation… hope… in the market that we will
see the introduction of a mandatory ethnicity pay gap reporting requirement following the government’s
2018 consultation. This development would require primary legislation for the private sector but would
certainly be an important and welcome development.
Selina Sagayam, Partner, Gibson Dunn
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Ethnic diversity targets and reporting requirements –
what are they?

FTSE 350 companies should already be aware of their requirements under
the UKCG Code to report on diversity, including ethnic diversity, and of the
targets set by the Parker Review to appoint a director from an ethnic minority
background to the board. In addition, the FRC, which publishes the UKCG
Code and the Stewardship Code, has set out detailed expectations to improve
the quality of reporting on board diversity.
UKGC Code
Companies with a premium listing of equity shares on the Main Market of
the London Stock Exchange are also subject to ethnic diversity reporting
requirements under the UKCG Code. The UKCG Code was revised in July
2018 and is effective for accounting periods beginning on or after 1 January
2019, which effectively means that the 2018 version now applies to all FTSE
350 companies.
The UKCG Code strengthens the focus on boardroom diversity and states in
Principles J and L:
‘J. Appointments to the Board should be subject to a formal, rigorous
and transparent procedure, and an effective succession plan should be
maintained for Board and senior management. Both appointments and
succession plans should be based on merit and objective criteria and,
within this context, should promote diversity of gender, social and ethnic
backgrounds, cognitive and personal strengths.’
‘L. Annual evaluation of the Board should consider its composition, diversity
and how effectively members work together to achieve objectives.’
Provision 23 states:
‘The annual report should describe the work of the Nomination
Committee, including:
•

the process used in relation to appointments, its approach to succession
planning and how both support the development of a diverse pipeline;

•

how the Board evaluation has been conducted, the nature and extent of
an external evaluator’s contact with the Board and individual directors,
the outcomes and actions taken, and how it has or will influence Board
composition;

•

the policy on diversity and inclusion, its objectives and linkage to
company strategy, how it has been implemented and progress on
achieving the objectives; and

•

the gender balance of those in the senior management and their
direct reports.

9
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FRC guidance on board diversity reporting
In September 2018 the FRC published a paper which assessed Board Diversity Reporting by FTSE 350 companies. The
report found that while almost all FTSE 100 diversity policies referred to gender, only around a third of board diversity
policies made some reference to ethnicity. This was followed in January 2020 by the FRC’s Annual Review of the UKCG
Code, which considered both the quality of reporting against the 2016 version of the UKCG Code and ‘early adoption’
by FTSE 100 companies of the 2018 version. In the review, the FRC noted that ‘there was limited reporting of diversity
beyond gender’ and that it expected ‘to see an increase in more detailed commentary on all aspects of diversity in future
disclosures.’
In its Review of Corporate Governance (November 2020), the FRC noted that corporate governance reporting had
‘failed to live up to stakeholder expectations,’ highlighting the fact that ‘many companies stated the importance of diversity
at board level and in the succession pipeline but offered little explanation to set out what they are doing to deliver that.’ In the
report, it stated that it expected to see ‘increased attention and better reporting of succession planning, diversity and board
evaluation,’ and called for ‘improved cohesion between diversity commitments, board evaluations and succession plans.’
The Parker Review
The Parker Review was first published in November 2016, with the final version of the report published in October
2017. It found that directors from an ethnic minority background are vastly under-represented on the boards of the
UK’s leading companies, and made several recommendations to FTSE 350 companies:
Key Parker Review recommendations
Ҍ

all FTSE 100 companies should have at least one director from an ethnic minority background on the
board by 2021

Ҍ

all FTSE 250 companies should have at least one director from an ethnic minority background on the
board by 2024

Ҍ

a description of the board’s policy on diversity should be set out in the company’s annual report, and this
should include a description of the company’s efforts to increase ethnic diversity within its organisation,
including at board level, and

Ҍ

companies that do not meet board composition recommendations by the relevant date should disclose
in their annual report why they have not been able to achieve them

An update to the Parker Review was published in February 2020 (the 2020 Parker Review), which reported on the slow
rate of progress in achieving better ethnic representation on boards of FTSE 350 companies.
2020 Parker Review - key findings
Ҍ

in 2020, 37% of FTSE 100 companies had no ethnic representation on their boards (down from
50% in 2017)

Ҍ

FTSE 250 boards are even less diverse, with 69% having no ethnic representation

Ҍ

there are only 15 ethnic minority directors holding the position of Chair/CEO in the FTSE 350 (6: FTSE
100; 9: FTSE 250)

For further details on the key findings of the 2020 Parker Review, see News:
Updated Parker Review Report on ethnic diversity on UK boards.
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Progress report – Parker Review target

While FTSE 100 companies will be aware of the deadline to have at least
one ethnic minority director on the board by 2021, we found that only 54%
of annual reports specifically mentioned the Parker Review, with the type
of references being made including mere superficial acknowledgement
of its existence or ‘box ticking’ statements on compliance with the target,
for example:
‘We acknowledge the recommendations of the Parker review, but have not at
this stage set a target, and do not currently meet the recommendations.’
Auto Trader Group plc, Annual Report 2020
At the other end of the spectrum, companies acknowledged the Parker Review
by providing a more detailed incorporation of the recommendations into board
diversity policies.
The 2020 Parker Review gathered data from 299 out of 350 companies
(85%) by way of an online survey, responses to which were received between
July 2019 and January 2020. The survey was carried out in this manner as a
result of GDPR restrictions, rather than gathering data from publicly available
sources. Key findings in the report include:
Ҍ

52 of the 83 respondent FTSE 100 companies (63%) met the
Parker Review target

Ҍ

54 of the 173 respondent FTSE 250 companies (34%) met the
Parker Review target

Ҍ

there were 172 directors of colour holding 178 board positions
across the FTSE 350

Ҍ

five directors of colour sat on the Boards of more than one
company in the FTSE 350

Following the statistics released by the Parker Review in February, we
reviewed the annual reports and accounts of 94 FTSE 100 companies to
establish how many had clearly stated in their annual report that they had at
least one ethnic minority director on the board.
A reference to the Parker Review within a company’s annual report did not
necessarily correlate to a company meeting the Parker Review target, with only
55% of the companies who had mentioned the Parker Review in the annual
report also stating that they had an ethnic minority director on the board.
For example:
‘The Nomination Committee understands the importance of ethnic diversity on
the Board and within the Group’s workforce. The Committee has regard to this
and the Parker Review when making Board appointments and when considering
Group succession. The Company participated in the Parker Review during the
year; all of the Company’s Directors are of white European heritage.’
Persimmon plc, Annual Report 2019

The nomination committee has begun
to emerge from the shadows, with
the 2018 UKCG Code giving it a new
prominence. And it has a big role when
talking about ethnic diversity. Even
where a company isn’t going to meet
the Parker deadline, it is what the
nomcom is doing about the issue that
should be the focus. The starting point
must be the current position: what
statistics have you got, for the board,
senior management and the workforce
as a whole? How have things changed
from last year? Where do you want to
get to – what goals do you aspire to?
And how are you planning to get there?
What can you do short term, and what
are your longer term plans to create a
pipeline for the future, starting with
the graduate intake and apprentices?
Remember that the UKCG Code talks
about the “workforce” rather than
employees, and that includes those
working in the business who don’t have
traditional employment contracts.
Martin Webster,
Partner, Pinsent Masons
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However, four companies in our data set provided effective disclosure of the board composition without referencing the
Parker Review at all. For example, the disclosure in Diageo’s annual report stated:
‘Currently, women make up 50% of the Board and there are three directors from ethnic minority backgrounds.’
Diageo, Annual Report 2020
In total, 35% of the companies in our data set provided either a clear statement that they had met the Parker Review
target or statistics to indicate that the Parker Review target had been met. This figure is much lower than the findings of
the 2020 Parker Review, and the discrepancy is largely due to the exclusion from our results of companies that that did
not specifically state that they had met the Parker Review target in the annual report, but instead provided photographs
or nationality information. While this may suggest that the target had been met, the Parker Review specifically noted
that ‘analysis of director names, photographs, biographic data from databases, and, where necessary, additional data obtained
from open sources… is no longer used due to GDPR restrictions.’ In light of this, and combined with the fact that names,
photographs and nationality are unreliable and inconsistent methods of assessing ethnic origin, we have not considered
a company that has employed this as the only method of evidencing an ethnic minority director on the board to be
adopting a clear and effective method of reporting.

Parker Review target clearly met - FTSE 100 annual reports

No ethnic
minority directors

35%

At least one ethnic
minority director
65%

There were 22 companies that did not confirm within the wording of the report that they had met the Parker Review
target, or clearly state that they had a director on the board from an ethnic minority background, but it could be
suggested by the images of the board of directors, the nationality breakdown, or the names of the directors on the
board. Although we have not determined this to be an acceptable method of identifying directors of ethnic minority
origin, it is notable that this accounted for 42% of all the annual reports we reviewed which had some evidence of an
ethnic minority director.
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Identification of ethnic minority directors - FTSE 100 annual reports

Photograph/
name/nationality

35%

Specific data on
ethnic origin

42%

Statement that
Parker Review
target met
18%

Generic data on
ethnic origin

5%

We found 18 companies where a photograph constituted the sole evidence
of the company meeting the criteria. Nevertheless, most companies (45%)
referred to the Parker Review either to confirm that they had met the target or
to acknowledge that it had not been met.

For the companies who have stated
that they do not consider targets to
be effective (whether for gender or
diversity), they should be mindful
of whether their investor and wider
stakeholder body share the same
view on targets. Are they nonetheless
looking to secure and enhance diversity
of thought (even if not specifically
pinned to gender or ethnicity) in their
governance and management structures
– if so this should be clearly addressed
and explained as it is now generally
accepted that the most effective and
successful companies are those with
supervisory and management teams
which reflect diverse and differentiating
perspectives.
Selina Sagayam,
Partner, Gibson Dunn

Data provided to report on Parker Review target
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Surprisingly, 16 companies that appeared to have a director of colour on the
board did not make any reference to the Parker Review whatsoever, which may
have made their position (and the fact that they had met the target) clearer
in the annual report. Some companies took this a step further and stated
that they did not believe in setting targets for the board, as was the case for
Fresnillo plc. Despite setting out its aspirations to develop an inclusive culture
and a commitment to enhancing recruitment policies to attract a diverse and
talented workforce, it stated in its annual report a sentiment that we came
across quite frequently:
‘The Board believes that setting targets for the number of people from a
particular background or gender is not an effective approach.’
Fresnillo plc, Annual Report 2019
Of the 23 companies providing data to support their statement that they had
met the Parker Review target, only 3 identified the specific ethnic origin of the
board members, with the remaining 20 offering no detail on the breakdown
other than to refer to generic terms such as BAME or ethnic minority origin.
‘Eight members of the Board are white and one of Asian ethnicity. Following
the Annual General Meeting on 11 April 2019, 20% of our Board were of
non-white ethnicity.’
Smith & Nephew plc, Annual Report 2019
‘At the date of this report, the Board comprises 12 directors, of whom 33% are
female and three of whom are people of colour’
Anglo American plc, Annual Report 2019
Ten companies stated that they had met the Parker Review target without
qualifying this statement with any statistical data, breakdown of the board
composition or mention of ethnicity or ethnic background.
‘We are also pleased to report that we are in line with the Parker Report’s
recommendation.’
Glaxosmithkline plc, Annual Report 2019
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While a number of organisations have
set themselves against target-setting,
that should be no barrier to rigorous
reporting against the UKCG Code's
focus on process. Principles J and L call
for formal and transparent appointment
procedures based on objective criteria
and, separately, feedback on how
board evaluation has been carried out.
Such reporting done well requires a
description of the place of ethnicity in
that process In our view, good reporting
on the way in which appointments
are made, including the criteria
given to external search agents, the
recommendations of external evaluation
consultants and the methods taken to
establish a pipeline of talent, should go
a long way towards compliance with the
Parker Review and the UKCG Code.
Tom Proverbs-Garbett,
Senior Associate, Pinsent Masons
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Grappling with definitions

A person’s ethnicity is not easy to define and the attempt to add a definite label to someone’s identity and heritage can
be confusing or controversial. It is certainly a challenge that many companies will be grappling with when it comes to
compiling the correct ethnicity data in their annual reports.
There is no universally defined or accepted list of ethnic groups, but the 2020 Parker Review offered the following
ethnicity categories to respondents:

Ҍ

director of colour

Ҍ

director of white European heritage

Ҍ

other (inviting respondents to specify preferred ethnic identities), and

Ҍ

a prefer not to say category

‘Directors of colour’ were defined as those ‘who identify as or have evident heritage from African, Asian, Middle Eastern,
Central and South American regions’. However, it was noted that ‘there was sometimes pushback from companies on
this terminology, which prompted responses in the ‘other’ and ‘prefer not to say, categories.’
Definitions may vary from one jurisdiction to another. For example, in the US, ‘Hispanic’ is considered to be an ethnic
minority group. FTSE 250 company Puretech Health plc, incorporated in the US, specifically asks on its job application
form whether applicants are Hispanic/Latino. However, Hispanic and Latino are not widely recognised as specific ethnic
minority groups in the UK and are also not mentioned in the Parker Review.
For companies incorporated in the UK, many companies refer to the acronym BAME (Black, Asian and Minority Ethnic)
in annual reporting, which is defined as all ethnic groups except white ethnic groups. The term has attracted criticism
for being too broad and unclear, and for grouping all minority groups by colour but then dividing by culture. Definitions
of exactly which ethnic groups fall under this category vary. Furthermore, BAME is not an ethnicity in its own right and
detractors have focused on its harmful generalisation in grouping together a wide range of groups and then calling it
representative, and the knock on effect this may have in allowing ‘hidden’ discrimination within the groups that fall
under its umbrella.
It is increasingly recognised that general terms such as ‘BAME’ and ‘of colour’ are at risk of hiding chronic underrepresentation in the UK of minorities such as black Caribbean and Bangladeshi. There may be no quick fixes but outreach
at an earlier stage to schools and colleges, mentoring and enlightened recruitment practices can work long term to develop
the talent that is there and is currently overlooked.
Martin Webster, Partner, Pinsent Masons
In relation to ethnicity disclosures required by the UKCG Code, the 2020 Parker Review found that some companies
referred to national, regional, geographic and/or cultural diversity without reporting on ethnic diversity. However, the
2020 Parker Review recommends that companies report on diversity of culture, geography, and nationality alongside
(rather than instead of) ethnicity.
‘To be faithful to the intent behind the Parker Review and ethnic diversity in Board reporting, we recommend that FTSE
100 and FTSE 250 adopt unambiguous language when referring to race and/or ethnicity. Alternatively, we recommend
that companies with multiple priorities use the range of terms (including ethnicity) and distinguish clearly between how
they are using them.’
2020 Parker Review, page 51
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Despite this, of the 62 companies in our data set that provided some
information on the composition of the board, 24 reported on nationality but
provided no information on ethnicity.

Data provided on breakdown of FTSE 100 companies'
board composition

26%
34%
20%

20%

There may be reticence from employees
and directors to provide ethnicity
data for any number of reasons. But
meaningless or incomplete data
suggests a wider cultural issue.
Companies should be able to explain
to all stakeholders why particular
information is being requested and the
purpose it will be put to. Demonstrating
a commitment to equality and
explaining through all available
workforce communication channels how
that is to be achieved, should generate
internal trust such that this data will be
supplied. Establishing and maintaining
a good corporate culture – and
openness must be part of that – is one
of the main responsibilities of the board
under the UKCG Code.
Tom Proverbs-Garbett,
Senior Associate, Pinsent Masons

Ethnicity and nationality

Nationality

Ethnicity

None

Further uncertainty arises when distinguishing ethnicity from nationality.
In certain circumstances, it is possible for an ethnicity to be the same as a
nationality. For example, FTSE 100 companies Fresnillo plc and Smurfit Kappa
Group plc present Mexican as a nationality, which could include a person of
white heritage with Mexican nationality. However, Mexican could equally be
considered as an ethnicity i.e. with native heritage. A similar example can be
drawn from Smiths Group plc, which provided data on its board diversity by
nationality from either US, France, India or UK. Again, Indian can be considered
as both an ethnicity and nationality.
In addition, a person’s ethnicity may not be the same as a person’s nationality
and moreover, this may not be in line with what they identify. Some companies
have chosen to adapt the wording to cover this issue. For example, J Sainsbury
plc states that one of its board of directors ‘…identifies as BAME.’
Some companies opted for an employee questionnaire in which employees
disclose their own identity. An example can be taken from International
Consolidated Airlines Group S.A. which states in its annual report that:
‘At British Airways, within the UK, around 16 per cent of our employees have
declared a Black, Asian and Minority Ethnic (BAME) background.’
International Consolidated Airlines Group S.A., Annual Report 2019

For those companies which refer to
nationality, I would not be entirely
dismissive, as long as these companies
also try to gather and disclose data on
ethnicity. The former can be relevant
to broader issues of multiculturalism
and open and inclusive cultures within
companies. Nationality data on its own
falls below reasonable expectations - it
does also raises questions of culture
and human capital if a company is
unable to secure responses on ethnicity
from their own board members - so it is
hoped that the 25% of companies which
fell into this category will do better
next year. Nationality data combined
with data on ethnicity however can be
helpful/ additive if it helps to build a
broader picture of an inclusive, multicultural organisation. It is encouraging
to see that about a 1/5th of companies
are disclosing both nationality
and ethnicity.
Selina Sagayam,
Partner, Gibson Dunn
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The knock on effect from the difficulties in categorising individuals’ ethnicity
is that it can be difficult for shareholders and other stakeholders to assess
whether targets have indeed been met purely by looking at a company’s
annual report and accounts, particularly as there is no obligation for companies
to accurately and specifically report on whether or not they have achieved
the Parker Review recommendations. It was notable that in the 2020 Parker
Review, data was gathered by way of a survey completed by the FTSE 350,
which was primarily to ensure that there was no breach of GDPR legislation
but also meant that the data gathered regarding ethnicity overcame some of
the problems in consistently defining ethnicity and the resulting variation in
reporting by companies.

I do not find the lack of a set definition
of BAME a wholly credible reason for
not trying to collect the relevant data.
In the Government’s 2018 consultation
on ethnicity pay gap, they reference
the 2011 census classifications (which
have either 5 or 18 standardised ONS
classifications) as a relevant baseline
for collecting the data. Using the
2011 census classifications is a good
starting place when collating data.
Companies should then consider if these
classifications should be modified to
reflect the spread of their employees
and jurisdictions within which
they operate.

The most disappointing result is the
feedback from some boards regarding
issues with data collation (privacy or
labelling) and disclosure. These are
persons who have chosen by taking on
a position on a listed company board
to be in the public spotlight and should
be leading the rest of the organisation
in being forthcoming about their data
and indeed should be setting the tone
for the rest of the organisation in
terms of sharing this data. Companies
should also be open (both internally
and externally) that the classifications
used to collect data may not be ‘perfect’
and should reassure their employees
that issues of labelling do not come into
play given the anonymity of the data
collected from the wider workforce.
Selina Sagayam,
Partner, Gibson Dunn
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Progress report – diversity disclosures

Of the 94 FTSE 100 companies reviewed, 86 had a financial year end between
31 December 2019 and 30 June 2020 and therefore reported against the
2018 version of the UKCG Code. However, eight of the companies in the data
set had a financial year end between 31 July 2019 and 1 December 2019.
Whilst the report looks at these companies in consideration of a full year of
data, when relevant we have highlighted where, at the time the annual report
was compiled, the 2018 version of the Code did not apply.
Inclusion of Board Diversity Policy in annual report
The FRC has clear guidelines in place for diversity policies, recommending
that companies have both a board and workforce diversity policy, and
either provide a full version of the diversity policy in their annual report or
a summary of the policy with an easily accessible link to the full document
on their website. Companies that have not done so are expected to comply
with this by next year. This stance has also been adopted by the FCA, who
have encouraged companies to include their diversity policy within the
annual report.
The 2020 Parker Review found that 97% of FTSE 100 companies gave a clear
policy on boardroom diversity (page 41). Our data set showed a similar level of
compliance, with 98% of companies providing a board diversity policy (BDP).

Board Diversity Policy in Annual Report

0%

20%

40%

60%

80%

100%

Diversity policy in Annual Report

Diversity policy on website

Diversity policy (not clearly identified)

No diversity policy

However, only 79% provided a clearly signposted BDP in their annual report.
For 6% of companies, a dedicated BDP was not identifiable in the annual
report and was instead incorporated into either the general diversity and
inclusion policy or the nomination committee report. In these cases, where
board diversity was mentioned, we considered this to be evidence of a BDP. A
further 13% of companies did not include a BDP in the annual report, but the
policy was available on the company’s website.
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Two companies had no BDP in either the annual report or on the company website. Interestingly, this included Anglo
American plc, who comply with the recommended representation of both women and ethnic minorities on the board
and stated in their annual report that:
‘the Board comprises 12 directors, of whom 33% are female and three of whom are people of colour.’
Anglo American plc, Annual Report 2019
All of the companies for which the 2018 code did not apply had included a BDP in the annual report.
Detail included in board diversity policy
The 2020 Parker Review found that 3% of FTSE 100 companies had no clear policy on boardroom diversity, 17%
provided basic information on the boardroom diversity policy and 80% provided more detailed information on their
policy. However, despite the Parker Review reporting that a high percentage of companies included a detailed policy, a
report published by the FRC in November 2020 criticised the quality of reporting on diversity.
‘We were surprised that in many cases corporate governance reporting was not coherent and cohesive. For example, many
companies stated the importance of diversity and diverse boards but offered little explanation in the way of evidence to
support their assertions, including: a lack of targets to improve diversity at the board and executive committee levels; little
or no discussion of succession planning; and minimal reporting on how board evaluations are leading to the development
of diverse talent pools. Many companies discussed diversity and inclusion committees or LGBTQ+ networks but did not
describe the impact of such groups on the company’s long-term success.’
FRC Review of Corporate Governance Reporting, November 2020
We reviewed each BDP in our data set to assess the level of depth, and then categorised these as either brief or
detailed. Of the companies identified as having a BDP, we categorised 33% as brief, meaning that it contained no more
than a couple of paragraphs on general diversity, and spoke about diversity in very general terms. Where a BDP was
categorised as detailed, each aspect of diversity was spoken about in a good level of detail, metrics may have been
included and reference to the Parker Review was made. We found 67% of companies falling into this category.
Mention of ethnicity in board diversity policy
We looked at whether the BDP made specific reference to ethnic diversity, as opposed to nationality, citizenship,
geography, or cultural diversity. The 2020 Parker Review found that 31% of FTSE 100 BDPs did not specifically mention
ethnic diversity. Our research suggested that there may have been progress on this front, with only 25% of the annual
reports we reviewed either providing no mention of ethnicity in the BDP, or not outlining an effective policy in terms
of ethnicity. The methodology for our research was to assess the overall effect of the policy, the mere mention of
the Parker Review or ethnicity did not equate to a detailed reference to ethnic diversity. For example, we considered
the disclosure from Intermediate Capital Group plc to not make any meaningful reference to ethnicity, despite
mentioning it clearly:
‘The Board does not currently have a policy on ethnic diversity but has determined always to select the best candidate for
a role, regardless of race, ethnicity or any other demographic factors.’
Intermediate Capital Group plc, Annual Report 2020
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This contrasts with a more detailed reference to ethnicity in the annual reports
of Ocado plc and RSA Insurance Group plc:
‘Our focus will be to support the Black, Asian and minority ethnic
communities at Ocado’
Ocado plc, Annual Report 2019
‘The Board Diversity Policy codifies previous commitments to diversity and
incorporates a commitment in relation to the Parker Review to have at least
one BAME board member.’
RSA Insurance Group plc, Annual Report 2019
Where a policy mentioned ethnicity, the most common reference was to the
Parker Review (43 companies). The terms ‘ethnic diversity’, ‘ethnicity’ and
‘BAME’ were also frequently used.

It can be tempting to agree on the
importance of diversity while stressing
that appointments are always made
on merit, with the best candidate
winning through. But companies need
to define what ‘best’ means. History
suggests that if merit is always judged
on qualities that can favour white
males of a certain age, such as past
roles or on-the-job experience, then
white males will continue to get the
jobs. Recruiters need to think in broader
terms, seeing that diverse experience
can bring other much needed qualities
to the boardroom and to senior
management teams.
Martin Webster, Partner,
Pinsent Masons
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Measurable objectives relating to ethnic diversity

Setting measurable objectives
The FRC Review of Corporate Governance Reporting published in November 2020 noted that while 63% of companies
were disclosing diversity targets in their annual reports, most of these targets focused on gender. In the review, it
encouraged companies to ‘publicise their diversity policies and practices more clearly’ and ‘set appropriate targets across
multiple areas of diversity’ at both board and senior management level to ensure a diverse succession of talent.
We looked at whether companies were setting objectives to meet the Parker Review target, either in the BDP or
elsewhere in the annual report and accounts. The 2020 Parker Review found only 14% of FTSE 100 companies did so.
Our research suggests that there may have been some progress since the Parker Review was conducted, although as
stated in our methodology we have included companies where we felt that the spirit of the policies they had outlined
when considered against all the information provided on diversity in the annual report was intended to increase ethnic
diversity across the board and/or senior management.
Aside from the 35 companies that had already met the Parker Review target or would do so at the next AGM (note that
simply setting a target to have an ethnic minority director on the board did not amount to a meaningful objective in our
opinion), 23 stated an objective to meet the target in 2021, or outlined more detailed objectives to increase diversity
across the board and senior management team – for example:
‘Looking forward, the group’s ambition is to improve ethnic diversity at senior management and Board level in accordance
with the Board Diversity Policy and is aspiring to meet the recommendations made by the Parker review.’
Legal & General Group plc, Annual Report 2019
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Measurable objectives in annual report
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1
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1

There were 35 companies without an ethnic minority director on the board that did not include any measurable
objectives in their annual reports in relation to the Parker Review targets, although it should be noted that 13 of these
companies may already meet the Parker Review target (but have not evidenced it appropriately in the annual report and
accounts) and 6 of these companies were not required to comply with the 2018 UKCG Code.

I commend those 19 companies who having achieved the
target and go on to set out more detailed objectives for
the organisation - this best practice approach should be
applauded and encouraged - companies should also be
looking at this issue through the lens of their stakeholder
bodies. Does the composition of the board fairly reflect the
diversity of the populations they serve are made up of (i.e.
customers or employees)? This is a key consideration when
considering long-term success, resilience and sustainability
of organisations
Selina Sagayam,
Partner, Gibson Dunn

Many companies talk about the importance of
diversity in all its various forms, and the better
reports will measure progress and even give key
performance indicators. But some investors are
beginning to ask, if the subject is viewed as so important
by the board, why don’t those KPIs feature in the Remco’s
annual setting of pay rates and bonuses for senior
management? Does the CEO think the success of the
diversity policy is so important that they are willing to
have it influence their take home pay?
Martin Webster,
Partner, Pinsent Masons
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Across the data set, we found that 40 companies had set measurable objectives that went beyond the Parker Review
target. Of these 40 companies, 54% had not met the Parker Review target and 46% had met the Parker Review target.
Companies that had already met the Parker review target made up 27% of all the companies with no
measurable objectives.

Measurable objectives in relation to Parker Review target
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Smiths Group plc provided a particularly detailed example of a measurable objective in its annual report:
‘In recognition of the value of diversity, the Board seeks to ensure that at least 50% of its members have a birthplace
or background outside the UK and that no less than 40% of the Board is comprised of female plus historically underrepresented ethnic groups by 2020.The Board will always seek to appoint the best qualified candidate, but between
two candidates of equal merit the Board will, in recognition of the policy, give preference to any gender or background
disproportionately under-represented on the Board. At the date of this report 60% of our Directors had a birthplace or
background outside the UK, and 30% of our Directors meet the combined measure of gender and ethnic diversity. Pam
Cheng will join the Board as a Non-executive Director on 1 March 2020, when birthplace or background will increase to
64% and gender and ethnic diversity will increase to 36%, ensuring good progress towards our 2020 target of 40%.’
Smiths Group plc, Annual Report 2019
Whitbread plc provided a good example of a company with no ethnic minority director on the board setting out targets
to address this:
‘We are at a much earlier stage of maturity in our thinking around ethnicity across the business. In operations, we often
represent the communities that we are part of; however, at a leadership level we are not as representative as we aspire to
be. Using our Diversity and Inclusion strategy, we will spend 2020 reviewing key areas of importance here such as inclusive
resourcing, inclusion training for line managers and leaders, alongside collecting representation data, so that we can
measure our progress.’
Whitbread plc, Annual Report 2019/20
A vaguer objective in relation to ensuring a diverse talent pipeline was put forward by Unilever:
‘In 2019 the Boards were consulted by the Chief Executive Officer upon the selection criteria (variety of nationality,
race, gender, ethnicity, social background and relevant skills and expertise) and appointment procedures for senior
management changes.’
Unilever plc, Annual Report 2019
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Measurable objectives by type
Of the 40 companies that included what we defined to be measurable
objectives in their annual reports, we found that the most popular objective
put forward was a company stating that they planned to use search firms
to ensure that they recruited from an ethnically diverse talent pool, a policy
adopted by 27 companies. It is notable that the FRC have voiced concerns
that ‘in too many cases, those shortlisted for the interview are not drawn from a
sufficiently wide talent pool’ and it will be interesting to see how companies that
have included this as an objective in the BDP report make progress over the
following year.
‘Search firms will be requested to include on the longlist a sufficient number
of qualified female candidates and candidates from a variety of ethnic
backgrounds, a requirement that is also reflected in the Voluntary Code
of Conduct.’

Lots of employers are focusing on using
recruiters who draw from a diverse pool
of candidates, but arguably industry
leaders have a responsibility to grow a
diverse talent pool. We often find the
approach is not joined up between the
board, HR, diversity and inclusion teams
and managers. Firms should consider
a task force.
Laura Conway,
Senior Associate, Wedlake Bell

WM Morrison Supermarkets plc, Annual Report 2019/20

Measurable objectives by type
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The next most common target was in relation to
succession planning, with companies setting out
plans to ensure a diverse pipeline or providing
data on their senior management team which
would enable later reporting on progress. Data
was flagged as a key area for improvement
in the November 2020 FRC report, which
urged companies to ‘show visible evidence
that they ‘walk the talk’ on inclusion through
collecting, tracking and transparently reporting on
employee data and company progress over time.’
AstraZeneca plc and BP plc both provided clear
data in their diversity policies:
‘To ensure our senior leadership reflects our
diverse geographic footprint, we track the
country of origin of senior leaders and reflect
this in our diversity targets. In 2019, 18.3%
of employees who are either members of the
Senior Executive Team, or their direct reports,
have a country of origin that is an Emerging
Market or Japan (an increase from 5% in
2012 but below our 2019 target of 20%).
Within the US, we track overall ethnic minority
representation, ethnic minority representation
in senior roles, and ethnic minority
representation in succession plans.’
AstraZeneca plc, Annual Report 2019
‘Executive gender and ethnicity were taken
into consideration as part of the board’s
wider executive succession review in 2019,
while diversity of thought, deriving from
a robust combination of gender, social or
ethnic backgrounds, was a prominent factor
in the selection process, ensuring that BP
has a diverse executive pipeline. Our senior
management, as defined by the Corporate
Governance Code 2018, and their direct
reports comprise 38% female and 18% black,
Asian and minority ethnic (BAME) individuals.
To promote an inclusive culture we provide
leadership training.’
BP plc, Annual Report 2019
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Progress report against measurable objectives
The 2020 Parker Review found that none of the FTSE 100 were reporting on progress. Our data found that 63%
of the companies we had identified to have measurable objectives in place were reporting on those objectives or
providing data on the current position. This difference may be attributable to the fact that the criteria for our objectives
was drafted more widely to include objectives that we considered to have the intention or effect of increasing
ethnic diversity across the board and senior management. Royal Bank of Scotland Group plc provided a particularly
clear update:
‘From the start of 2018 we introduced formal UK targets to improve the representation of BAME /non-white colleagues
in our top four leadership layers to at least 14% (in line with the working age UK BAME population identiﬁed by the Ofﬁce
for National Statistics) by 2025. As at the 31 December 2019 we have on aggregate 9% BAME/non-white colleagues in
our top four leadership layers in the UK. We employ 15% BAME/non-white staff across the UK. The RBSG plc Board also
remains committed to meeting the Parker Target by 2020/2021.’
Royal Bank of Scotland Group plc, Annual Report 2019

Greater representation at Board level
starts in the pipeline; accelerating the
rate at which ethnic minority talent
progresses to the C suite is dependent
on targeted efforts to mobilise underrepresented groups. Organisations
without clear targets struggle to create
diverse teams at all levels. The reality
remains that many appointments to
Boards are made behind closed doors;
Chairs approaching individuals in their
own (undiverse) network, search firms
presenting ‘usual suspects’ short lists
and the more structural challenge
of how ethnic minority executives
identify sponsors. Boards, particularly
NomCo’s, must challenge themselves
to deconstruct the role requirements
and essential experience for a Board
position. The actions taken to get
women on Boards demonstrates that
representation can be increased ; this
was achieved by removing bias in the
selection process, increasing the number
minority candidates being interviewed
and challenging assumptions about the
ideal versus necessary experience set for
a Board position.
Pavita Cooper,
Founder More Difference

A point emphasised by the Parker
Review is that although it focuses on
ethnic diversity, its observations and
recommendations can apply more
broadly. Its conclusion that leadership
of UK companies needs to be more
inclusive and open, with resulting
positive effects on a company's
stature and performance, is easy to
understand. While data is important,
calls for definitions of, for example,
"ethnicity" miss the point - a culture
of inclusion and rigorously objective
standard-setting (if present throughout
an organisation) should encourage a
greater range of applicants, employees
and thereafter directors.
Tom Proverbs-Garbett,
Senior Associate, Pinsent Masons
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Measurable objectives – the wider workforce
Just under a third of the companies we looked at provided objectives regarding
ethnicity across the wider workforce, although it was not always clear that
these were obviously measurable. These included a commitment to collecting
representation data in order to measure progress, setting BAME targets,
reporting on existing statistics with a view to increasing ethnic minority
representation, and general statements of commitment to improving the
working environment for ethnic minority employees.
‘We have identified targets for gender and ethnicity representation. 10%
increase in BAME employees by end of 2021. At 30 June 2020, 7% of
employees were from BAME backgrounds (2019: 6%).’
Barratt Developments plc, Annual Report 2020
‘We have made public commitments to Increase the number of black, Asian and
minority ethnicities across our business to at least 10% by 2023’
St James’s Place plc, Annual Report 2019
‘We are committed to ensuring that the wording and images used in adverts
and job descriptions reﬂect and appeal to all sections of society, and are
relevant and non-discriminatory.’
Sage Group plc, Annual Report 2019

This report plays an important role
in highlighting good practice with
objectives which are SMART.
The more reporting can be made
consistent and clear the better. Perhaps
companies could be given feedback
by auditors and one standards body
tasked with developing the standard
and monitoring compliance. Such an
approach would help companies to
be more focused on the work they
need to do and to be more confident
in being transparent. Also, maybe
company auditors should be asked to
play a larger role in monitoring progress
against objectives as part pf the s172
Companies Act reporting.
Rosalyn Breedy,
Partner, Wedlake Bell

The ability to have effective and
measurable objectives in relation to
the goal of increasing representation
of ethnic minorities in a company’s
organisation, particularly at senior
manager, director and board level,
depends upon defining the strategy and
upon its implementation. Improving
diversity and inclusion must be
owned and lead by the Board – to
be successful, the tone must come
from the top. That said, the tone
may be from the top, but effective
delivery is achieved through the
middle. Accordingly, communication
is absolutely key in order to get buy in
and this, in turn, is essential in order to
build the vital element of trust amongst
the workforce; without this element of
trust, a company just will not get data
that is detailed and rich enough to be
useful in order to set meaningful and
measurable objectives.
Richard Isham,
Partner & Head of Employment,
Wedlake Bell
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Ethnic diversity initiatives across the FTSE 100

Around half of the FTSE 100 companies we looked at had wider initiatives in place to enhance or increase diversity and
inclusion across the entire business (meaning initiatives that were identified as specifically supporting ethnic minorities,
as opposed to diversity in general). For the purposes of our review, we include initiatives for the benefit of ethnic
diversity within the organisation as a whole. We do not include charitable and community-based initiatives.
The most commonly seen initiative was the introduction of an employee network or group focused on ethnic minorities.
Enhanced support in the form of monitoring, feedback, mentoring, and training and development opportunities was
also popular.
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It is clear that while there is a way to go, companies have made significant progress in adopting ethnic diversity
initiatives across the organisation. The following examples are included to give an overview of how these are being
reported across the FTSE 100.
‘Our work to celebrate diversity
continues to progress. This year, our
LGBT+ community attended more
Pride events than in any previous
year. We also developed plans to
create more opportunities for Black
Asian and Minority Ethnic (BAME)
colleagues informed by listening,
while our ‘Women in Morrisons’
events were attended by over 600
colleagues.’
WM Morrison Supermarkets plc,
Annual Report 2019/20

‘We are expanding our focus beyond
gender to include global approaches
to ethnicity, disability and LGBT+
inclusion. We are investing in our
employee networks around the
world to improve governance. We
also have programmes to develop
and advance our diverse workforce,
including programmes for ethnic
minority employees, people with
disabilities, women, veterans and
LGBT+ colleagues in some regions.’
HSBC Holdings plc,
Annual Report 2019

‘We also continue to focus on
building an ethnically diverse
organisation. Our plan involves
positive action and includes
reciprocal mentoring, targeted
development workshops and
leadership programmes.’
Royal Bank of Scotland Group plc,
Annual Report 2020
‘In the last 12 months we have set
up a BAME working group which is
sponsored by members of our senior
management team.’
Severn Trent plc,
Annual Report 2019
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‘The Group HR function has recently
launched a new Group Inclusion and
Diversity Policy entitled ‘You belong
here’, which applies to all Group
employees. The Policy expects every
Group business to take active steps
to foster diverse teams and inclusive
practices in the workplace. This Policy
clearly outlines the expectations we
have of our businesses in this regard.
As part of the launch of the new Policy,
every employee will be invited to
complete unconscious bias training.’
DCC plc, Annual Report 2020
‘…a plan to help our ten employee
resource groups at Pearson evolve
and mature. The networks are for
women, women in technology,
parents, veterans, Latinos, the LGBT+
community, generational diﬀerences,
people with disabilities, employees of
black and/or African ancestry, and a
group representing black, Asian and
minority ethnic people.’

29

‘The aspiration of our business is to be the most inclusive retailer, and the
Board is highly supportive of the initiatives in place to promote diversity
and inclusion throughout the business. Clear leadership of our inclusion
agenda has been established by Mike Coupe and the Operating Board,
and senior management have been set annual objectives to drive progress
through the business. The Group Diversity and Inclusion Steering Group
is chaired by the Group HR Director and is also attended by five other
Operating Board Directors who each champion an inclusion stream:
— Gender Balance
— Ethnicity, Religion and Belief
— Lesbian, Gay, Bisexual and Transgender
— Age, Carers and Disability
— Wellbeing
The Board receives regular inclusion updates and both the CR&S
Committee and the Nomination Committee receive detailed presentations
throughout the year on our inclusion priorities and the progress we
are making.’
J Sainsbury plc, Annual Report 2020

Pearson plc, Annual Report 2019
‘Whilst our immediate focus has been
on gender and nationality, following
the recommendations from the
McGregor-Smith Review, Vodafone
has now implemented voluntary
self-disclosure on Black, Asian and
Minority Ethnic (‘BAME’) information
on our people system in the UK and
Group to improve visibility in this
area and inform decisions on actions
required to support ethnic diversity
within the organisation. Additionally,
we are committed to leading the way
by developing the pipeline of BAME
candidates through talent programmes
and our BAME network.’
Vodafone plc, Annual Report 2020
‘For the first time we have measured
national and ethnic diversity across
our people, to provide a benchmark
which we can reference in the future.’
Halma plc, Annual Report 2020

‘SSE’s Inclusion Strategy, often referred to as “IN, ON, UP”, was created in
2017 with support from external experts Equal Approach. It focuses on
bringing all kinds of different people “IN”, encouraging them to stay “ON”,
and supporting them to progress “UP” to the most senior levels. By creating
a truly inclusive workplace, SSE believes it will in turn have a more diverse
workforce where all kinds of difference – whether that’s gender, sexual
preference, ability, race, ethnicity or ways of thinking – are respected
and valued. SSE measures progress against IN, ON, UP by using Equal
Approach’s “Return on Inclusion” tool which analyses the financial return
from SSE’s investment in inclusion initiatives. The latest results, calculated
over 2019/20, show SSE moving from “Aspiring” into “Champion” status,
and generating a financial return of £9.85 for every pound spent on
inclusion. This return has more than doubled since SSE’s initial return rate
of £4.52 was calculated in 2017.’
SSE plc, Annual Report 2020
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Upcoming developments

In addition to the government committing to the improvement of workplace diversity, for example by its establishment
of the Men As Change Agents (MACA) ‘Lead the Change’ board in 2019, there are other initiatives which are intended
to work alongside the Parker Review and the UKCG Code and facilitate change, and they may begin to filter through to
companies’ disclosures in their annual reports.
Race at Work Charter
The Race at Work Charter (RaWC), which builds on the findings of the McGregor-Smith Review of race in the workplace,
was launched in October 2018 and comprises five principal actions for organisations to take action towards tackling
recruitment and progression barriers for minority ethnic people:
Ҍ

appointing an executive sponsor for race

Ҍ

capturing ethnicity data and publicising progress

Ҍ

commitment at board level to zero tolerance of harassment and bullying

Ҍ

making clear that supporting equality in the workplace is the responsibility of all leaders and managers, and

Ҍ

taking action that supports minority ethnic career progression

The 2020 Parker Review found that seven companies made reference to being signatories to the RaCW. While this may
be a disclosure that emerges more frequently in annual reports during 2021, the data set reviewed for this report found
that little progress has been made since the Parker Review update, with only eight companies confirming that they were
signatories to the RaWC.
It was not clear from the information provided in the annual reports whether companies that had signed up to the
RaWC had made significant progress towards the objectives of the charter. Six of the eight companies that mentioned
the RaWC outlined measurable objectives to increase diversity across the wider workforce. At board level, despite a
commitment to ‘provide visible leadership on race and ethnicity’ and ‘capture ethnicity data,’ only two of the companies
that had signed up to the RaWC clearly stated in the annual report that they met the Parker Review target of having
an ethnic minority director, and these companies provided no further information regarding the ethnic composition
of the board.
Two had no evidence of an ethnic minority director on the board at all, and the data provided for the remaining four
was unclear as to whether the target in relation to ethnic diversity across the board had been met. Similarly, while two
of the board diversity policies of the signatories explored the concept of ethnicity in detail, five of the board diversity
policies for these companies only made a brief reference to ethnicity, and one did not refer to it at all throughout the
annual report.
Ethnicity Pay Gap reporting
The 2020 Parker Review found just five companies reporting that they voluntarily give information on their ethnicity
pay gap, or that they intend to report, or that they contributed to the government’s ethnicity pay gap consultation. The
data set we reviewed found little progress, with only six companies across the FTSE 350 referring to ethnicity pay at all
in their annual report. In a report released in March 2019, Taking the right approach to ethnicity pay gap reporting, PwC
highlighted that difficulties in collecting data regarding the racial composition of the workforce, which would enable
reporting on the ethnicity pay gap, was likely to be a significant contributing factor to the low numbers of companies
providing this information.
The government closed its ethnicity pay gap consultation in January 2019, and to date, ethnicity pay gap reporting
remains optional, resulting in very few companies deciding to report any data. There is evidence to suggest that progress
is likely to remain slow until the government’s position is clarified. For example, in its annual report, Severn Trent stated:
‘We are looking at our data and internal systems to understand how we will respond to the requirements of the
Government’s ethnicity pay gap reporting legislation once it comes into force.’
Severn Trent plc, Annual Report 2020

Market Tracker Trend Report: Ethnicity in Corporate Governance Reporting 2020

In June 2020, Baroness McGregor-Smith urged the government to act in
relation to ethnicity pay gap reporting. An online petition calling for mandatory
ethnicity pay gap reporting was launched soon after, which closed with
130,567 signatures. As a result of the petition, the government committed to
respond to the ethnicity pay gap consultation by the end of 2020.
In response to ethnicity and race rising up the corporate governance agenda,
PwC published a follow-up report in September 2020, Ethnicity pay gap
reporting – A focus on inclusion, equality and fairness, which acknowledged ‘a
notable change in the market’ since the last review. In the absence of any legal
requirement to report on the ethnicity pay gap, this remains an area to watch
in relation to whether more companies start to voluntarily give data in their
annual reports amid rising pressure to do so.
Change the Race Ratio
On 1 October 2020, CBI President, Lord Karan Bilimoria, announced that the
CBI planned to launch the Change the Race Ratio campaign, together with
Aviva, Brunswick, Deloitte, EY, Linklaters, Microsoft UK, Russell Reynolds,
Schroders, The Investment Association and Unilever. The campaign is intended
to increase racial and ethnic representation in UK businesses. Signatories make
four ‘Commitments to Change’ which include:
Ҍ

increasing FTSE 350 board diversity by setting targets based on the Parker
Review findings to achieve a racially diverse board

Ҍ

increasing racial diversity at senior leadership level by establishing separate
targets for black participation

Ҍ

committing to transparency by publishing clear action plans in the annual
report or company website and disclosing ethnicity pay gaps by 2022, and

Ҍ

creating an inclusive culture by focusing on recruitment and talent
development, data collection and analysis, encouraging dialogue,
mentoring, support and sponsorship, and working with a more diverse
range of suppliers

See also: Diversity progress ‘painfully slow’: Change the Race Ratio campaign
calls FTSE companies to take action
Institutional investor voting increasingly influencing board diversity
Our recent Market Tracker trend report on Shareholder Activism acknowledged
that environmental, social, and governance matters are currently high on
the agenda, and likely to form the basis of future activist campaigns, as the
movement towards responsible investing combines with the increasingly
popular view that diversity plays a key role in company performance.
Institutional Shareholder Services (ISS) updated its annual voting guidelines in
November 2020 for the 2021 proxy season to advise that it would ‘generally
recommend against the chair of the nomination committee (or other directors on
a case-by-case basis) when there are no female directors on the board of widelyheld companies.’ With the Parker Review target set for 2021, it is likely that
this thinking will also eventually seep through to boards that do not meet the
minimum targets in relation to ethnicity.
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Companies should not be fearful of
making it clear that they are on a
journey towards enhancing ethnic
diversity - investors and stakeholders
are accommodating if they see that
plans are in place to address any
shortfalls in ethnic diversity. It is
important to build this picture of
intentional effort particularly because
there may be years where the numbers/
percentages shift adversely for
innocuous reasons, for example early
retirement or jurisdictional moves.
Selina Sagayam,
Partner, Gibson Dunn

There has been much support in the
business community to increase the
number of ethnic minority Directors
on Boards. The President of the CBI
has called for a “concerted campaign
on racial and ethnic participation in
business leadership”, the 30% Club
have expanded their targets to include
ethnic minority representation and
Legal & General, has warned FTSE 100
companies with all-white boards that
it will vote against them if they do not
hire a BAME director by 2022. It’s now
time for Boards to address this gap. My
advice would be start with getting a grip
on the numbers, tighten classifications
and eliminate umbrella terms as such as
BAME; ensure bias has been removed
from all selection processes. Most
importantly, meet a pipeline of diverse
talent and nurture those relationships –
these are your future Board members.
Pavita Cooper,
Founder More Difference
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A significant example of this is the statement made on 5 October 2020 by
the UK’s largest fund manager, Legal & General Investment Management
(LGIM), that it will openly vote against the re-election of the chair or head
of nomination committee at FTSE 100 companies that have not diversified
their leadership teams with at least one director from an ethnic minority
background by 2022.
LGIM’s Investment Stewardship Diversity Plan was compiled as a response
to widespread protests in the US after an African-American citizen, George
Floyd, was killed while in police custody. In the report, LGIM note the increase
in institutional investors thinking ‘much more seriously about structural racism
and inequality’ and state that ‘recent societal tragedies have made clear that we
must now expedite our work… so we will be engaging more forcefully on companies’
commitments to ethnic diversity and demanding transparent reporting.’
For more on this, see our news story: Legal & General warn FTSE 100
companies against all-white boards

Further reading from LexisNexis blogs
Bridging the Bar - a campaign to increase diversity
BAME representation continues to remain low in largest UK companies
AGM season 2019 – Market Tracker Trend Report
Ethnic diversity: 2019 update

The challenge of enhancing ethnic
diversity is increasingly becoming part
of the wider, broader ESG (in particular
the S and G) debate as it pertains
to people and boards/ governance.
Going forward, ethnicity reporting
and accountability may fall within the
broader bucket of ESG disclosures. The
investor voice has been a key driver in
relation to ESG considerations and in
the area of ethnicity we have seen this
playing out including in the recent clear
direction issued by LGIM to the FTSE
100 and Fortune 500 company boards.
Further, in addition to recent updated
guidance by ISS, Glass Lewis has issued
its 2021 Proxy Voting Guidelines for the
UK which includes specific guidance
on ‘Diversity of Ethnicity and National
Origin at Board Level’. Glass Lewis
expects ‘meaningful disclosure’ against
the Parker Review targets and has
warned that in ‘egregious cases where a
board has failed to address its legitimate
shareholder concerns regarding the
diversity of ethnicity and national origin
at board level’, it may recommend
voting against re-election of Nomination
Committee chairs.
Selina Sagayam,
Partner, Gibson Dunn
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Grappling with definitions
Q&A with Rosalyn Breedy, Partner, Head of Financial Services & Ethnic Minorities
Committee Chair and Richard Isham, Partner & Head of Employment
► Do you think it is possible to give clear definitions of
‘director of colour’ or ‘ethnicity’?
Richard Isham: Yes. For example, the drafting of the
National Census was done with care and consideration. It
identifies 19 different ethnic types. This can be the starting
point. The term ‘director of colour’ is not helpful. As with
the acronym BAME, it is far too broad and so allows
inequalities, including inequalities of pay, between, say,
Asian and Black workers to be masked. Any diversity and
inclusion strategy should identify specific ethnic categories.
Rosalyn Breedy: Language evolves and no one person or
organisation can be the judge of the meaning of a word
– even dictionaries have different definitions. There are
many useful guides such as the Diversity Style Guide,
but it is important that people within the organisation
are comfortable with their choice of language and that
they keep it under review as things evolve.It might be
sensible for a guide to be published for corporate reporting
purposes which would mean that categorisation was
consistent and as language evolved the guide is updated?
I think then if people have concerns about a term then
there is a place they can report that to.
► Is further guidance needed on how to define ‘director
of colour’ or ‘ethnicity’ in order to help companies
report on this area?
Richard Isham: This has been done as a consequence
of the work that has been done in drafting the
National Census.
► Are there broader issues here regarding the
sensitivity and protection of a person’s personal
information regarding their ethnic heritage and
identity, and the knock-on effect that this might have
regarding the ability to report accurate information?
Richard Isham: Yes, there are, but the GDPR is your friend,
not a barrier to a company's ability to create and implement
a diversity and inclusion strategy. The GDPR (and the
Data Protection Act 2018) allow employers to collect and
process ‘special categories’ of personal data relating to its
employees. Care needs to be taken in order to comply with
data protection obligations, as, included in these ‘special
categories’ data are race and ethnic origin. However, explicit
employee consent to process such data is not required
when such data is collected in order to be processed
for a legitimate purpose – in this case, the monitoring of
diversity and equality of treatment and opportunity – and is
proportionate.

Rosalyn Breedy: There are extra protections for health
data under GDPR and perhaps these should be extended
to ethnicity data. We have already seen how AI algorithms
can perpetuate historical bias on matters of race, ethnicity,
social economic status and so this risk needs to be
recognised and addressed.
► Have you experienced any clients having issues
with refusal to consent to giving data on their
ethnicity, or any objections to being ‘labelled’ as a
particular category?
Richard Isham: Yes, but in the majority of cases, this
is because the purpose and detail of the diversity and
inclusion strategy has not been properly thought through
and then clearly and positively articulated to the workforce.
Issues of race and ethnicity are sensitive, nuanced and
complex. Accordingly, the Board must spend time to
develop the strategy and then communicate it to the
workforce so as to build that vital element of trust.

Market Tracker Trend Report: Ethnicity in Corporate Governance Reporting 2020

► Do you think any further changes are required in
the reporting framework to ensure more accurate
reporting of data so that shareholders can have more
transparency by looking at a company’s annual report,
rather than having to wait for the results of each
Parker Review update?
Richard Isham: Companies are now used to narrative
reporting and the benefits that can accrue – enhanced
business and investor understanding, leading to improved
relationships with key stakeholders and the ability to
use narrative reporting to differentiate – so they should
prepare their D&I strategy with a view to including it
as part of its narrative reporting obligations. However,
to do this effectively, companies will need to embrace
race, diversity (Dr Doyin Atewolugun, 2018) and data
fluency. Companies should also be prepared to include
an ‘action plan’ as part of its narrative because (and this is
true in relation to the current legal obligation relating to
gender pay gap reporting) the analysis of the data will be
a ‘snapshot.’ There will be a need to look forward to any
improvements that may be necessary, so this is where the
‘action plan’ comes in.
Rosalyn Breedy: This report identifies a number of best
practice examples which companies could use as a basis –
especially those who are struggling to get off the starting
blocks. However, a precedent would be helpful!
► Is there any particular advice you would give to
companies in relation to how to define ethnicity or
‘director of colour’, or how to gather data from their
directors or employees?
Richard Isham: Diversity and inclusion must be seen as a
key strategy for a company; it must be owned by the Board;
thought through in forensic detail and then communicated
and articulated in a clear, transparent and authentic way so
that the workforce trust the company's intentions.
The data on ethnicity needs to be granular – having data
that just provides information on whites and people
of colour/BAME is just not good enough. The starting
point for the categories of ethnicity can be the National
Census, but whether this level of detailed categorisation
is appropriate for your company, will be a matter for the
Board to consider. Once you have the data, with the
requisite granularity, you will be able to design an action
plan to improve the representation of ethnic minorities in
your business.
Rosalyn Breedy: Director of colour sounds like a formal
position and is a bit confusing. Perhaps person of colour
appointed as a director?
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Nomination Committee Checklist
Martin Webster, Partner

With a greater focus on the role of the nomination committee in the 2018 UKCG Code, the following checklist
highlights the key points that a company should consider and provide information on, even where it is not going to
meet the 2021 Parker Review target.

□

Data: What statistics have you got for the board, senior management and the workforce as a whole?

□

Progress report: How have things changed from last year?

□

Vision: Where do you want to get to – what goals do you aspire to?

□

Strategy: How are you planning to get there, and how is that linked to wider group strategy?

□

Engagement: How have you engaged with the workforce on this subject?

□

Easy wins: What can you do short term?

□

Initiatives: What are your longer term plans to create a pipeline for the future – for example, starting with the
graduate intake and apprentices?
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Measuring progress against initiatives and
setting specific targets
Selina Sagayam, Partner

What you don’t measure you cannot improve

Consider the pipeline

The first thing is to identify some meaningful metrics or
KPIs across the organisation to demonstrate commitment
and progress. Consider different metrics for board,
management and broader employee base. Targets should
start with absolute numbers but can include metrics
which cover the broader universe including percentage of
(ethnically) diverse candidates in promotion rounds, long
list and short list for all new openings and apprenticeship
programmes; promotions (movement between bands);
bonus entitlements and percentages. Metrics need
to clear, understandable and capable of accurate
measurement and monitoring.

There is insufficient attention currently paid in the
reporting to this critical issue. Identifying and nurturing
ethnic minority pipeline and talent both within the
organisation (which is dependent on what programmes
the business has in place to retain, develop and promote
talent) and in external candidates is key – the narratives
are very thin on what organisations are doing to identify
and support pipeline in communities and educational
establishments to support the development of
this pipeline.

Set targets

Many companies reference charters that they have signed
up to however what is missing in many cases is a clear
articulation of what that means in practical terms to the
organisation, what supporting activities are being put in
place, changes to be made or and steps to be taken to
intending to take to meet the goals of the relevant charter.

In addition, companies should also try to set targets.
Targets need to be relevant to the company and reflect
where the company is at. For those in the early stages of
their journey may in the early stages consider targets to
increase ethnicity across the wider employee population
but move in due course to improving ethnicity in executive
and management roles. Targets should also include time
frames. Targets should be subject to regular review (at
least annually) and companies should preserve flexibility to
adjust targets in particular where exceptional events (e.g.
merger with another organisation which has a material
impact on ethnic demographics) occur.

Hunt in new ground
One of the areas for improvement is in more meaningful
narrative from Boards on how they are actively trying to
recruit ethnically diverse boards and management. How
intentional are they being in their efforts - what pools are
companies fishing in for this talent - are Chairs and Chairs
of Nomination Committees pro-actively making efforts
to expand their own networks to meet broader (ethnic)
talent? Are the companies looking to pro-actively tap into
new networks and forums for ethnic minorities? It is not
enough to place all the burden on search agencies (whose
‘jobs are done’ so long as they are able to produce a long
list of diverse candidates) which is what we have seen
suggested in a number of the disclosures.

Make it real

Whilst it would be good to see more examples of board
diversity policies which include specific reference to
ethnicity and other diverse characteristic, the key focus
of boards should be ensuring a solid and embedded
diversity policy with clearly articulated statements of how
they achieve this in practice. Companies which “truly”
embrace diversity in recruitment, retention and promotion
(for example in gender) will generally be able to make
meaningful progress in other areas of diversity, such as
ethnicity. Learnings and approach in addressing minority
or diversity issues in one area are transferable in many
respects to other areas.
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Consider your culture
Fundamental diversity initiatives that companies
should already have in place and should be looking to
enhance are affinity networks, affiliations, mentoring
and sponsorship programmes. The focus should be on
creating a culture and environment or “safe places” where
employees feel able to voice concerns and share their
insights. Culture building initiative can be a challenge
to describe but can be done and particularly where
supported either with data (such as numbers participating
in programmes or supported coupled with anecdotal
(anonymised if necessary) evidence or case studies can be
powerful additions to narratives in annual reports.

Doing even better
Best in class examples of companies making further
progress in this area include incorporating specific targets
for management teams to promote/ recruit diverse teams;
linking elements of performance related remuneration
to non-financial factors such as diversity targets; trying
different ways of recruiting diversely including open
advertising.

Collaboration & honesty
This is an area where collaboration and sharing of best
practices is key. Companies should share initiatives which
have worked and/or showing to produce results but also
to have the courage to reference programmes which
have not been so effective/ where they have drawn on
learnings and refined or changed programmes – active
participation in broader dialogue and debate should
also be highlighted in reports. This is not only beneficial
to business more broadly but more importantly for
the particular company provides helpful context to its
“diversity journey’, aids in managing expectations of all
stakeholders and is more authentic.

37

Market Tracker Trend Report: Ethnicity in Corporate Governance Reporting 2020

38

How to take positive action to increase
diversity across your organisation
Laura Conway, Senior Associate

Employers can only set out clear objectives if a detailed
analysis of ethnicity representation throughout the
business has been carried out, and any hurdles to
progression carefully analysed. In order to do this those
involved in managing recruitment and promotion will
need to educate themselves on the issues facing ethnic
minorities in the workplace.
Where there is a stumbling block to progression, as well as
being a diversity issue generally, there could be the risk of
indirect discrimination claims if a policy and practice that
applies to all is evidentially harder for those of a particular
race to navigate. Employers need to be able to essentially
justify as proportionate and relevant the factors taken
into account in promotion and recruitment decisions to
avoid claims.
We are seeing more questions from clients about the
use of positive action and particularly where there are
intersectional diversity issues.
Often businesses are taking positive action without
realising that is what they are doing and should train those
involved in recruitment processes and diversity initiatives
so that they understand the difference between:
Ҍ

positive action which is lawful, and

Ҍ

positive discrimination which is unlawful.

Positive action is not the enemy of meritocracy and is a
powerful tool in increasing diversity within businesses.

To apply positive action in a recruitment or promotion
process, broadly:
Ҍ

the business needs to reasonably think that employees
sharing a protected characteristic, such as a
particular race are:
−

suffering a disadvantage as a result; or

−

there is a disproportionately low lack of
representation;

Ҍ

the person you are taking positive action in relation to
must be equally as qualified as the other candidate(s);

Ҍ

you should not have a policy of treating persons who
share the protected characteristic more favourably
in connection with recruitment or promotion than
persons who do not share it - it is important to take a
case by case approach; and

Ҍ

taking the action must be a proportionate means of
achieving a legitimate aim

Organisations can also take positive action generally,
such as paying for those in ethnic minorities to go on
career development courses, if those employees are
disadvantaged because of that protected characteristic,
have different needs or there is disproportionate
participation and that action will overcome the
disadvantage, meet those needs, or encourage
participation. Again, the action taken needs to be
proportionate.
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Championing ethnic diversity
in recruitment
Ornella Nsio, Campaigns and Government Relations Manager

The labour market has performed incredibly well over the past few years leading to many businesses relying on the
same ‘tried and tested’ recruitment processes and tactics. However, these practices have helped to uphold the status
quo and made it difficult for ethnically diverse talent to enter the workplace. Organisations wanting to see more
ethnic diversity, must first be willing to make a change in their recruitment practices- removing the unconscious and
sometimes conscious biases which prevent certain types of people from being hired and or progressing once they are in.
Good recruitment is the foundation upon which a fair and diverse organisation can be built. By getting the fundamentals
of recruitment right we can inject equality of opportunity in work for different races. One of the main challenges we
have observed in the industry is hiring managers recruiting in their own image. When hiring managers are presented
with candidates from a similar background as themselves, there can be a tendency to recruit ‘what they know’. However
unconsciously discounting candidates from other backgrounds is unfair, excludes variety of thought and hinders
creativity and innovation.
Recruitment professionals can change this inequity to ensure that the recruitment process works to be inclusive – from
job design, flexibility, application process to interview technique. In particular, recruiters can have a ‘multiplier effect’ by
championing and actively promoting methods to reduce bias.
One of the ways the REC is doing its part is through our ‘Good Recruitment Collective’, which defines best recruitment
practice around nine key principles, the first of which is to promote diversity and inclusion. Promoting diversity and
inclusion is essentially good recruitment practice and should not be seen as a non-essential add on but a priority.
Below are some best practice tips from the GRC’s report on promoting diversity.

BEST PRACTICE TIPS FOR INCLUSIVE RECRUITMENT
DO

DON'T

� Share your diversity target with your recruitment
agencies and request diverse candidate shortlists

× Be closed minded to re-evaluating your former
recruitment processes

� Remove coded, loaded and biased language
from job adverts

× Hide your company brand, values, and commitment to
diversity and inclusion in your jobs package

� Advertise jobs using a wide variety of platforms to
reach out to a larger and more diverse pool of talent.

× Hire exclusively through recommendations from
current staff or personal networks

� Clearly define a salary range for a role and include this
in the job advert

× Focus on candidates’ pay history or use
complex pay systems

� Train hiring managers and other screening and
interviewing staff in dealing with unconscious bias.

× Hire like for like or hire solely based on working
experience and personal assumptions.

� Regularly assess the success of the recruitment
process, and form an action plan to improve
future actions.

× Fail to request feedback from both successful and
unsuccessful candidates.

� Use data to track diversity levels at each stage of
the hiring process and measure your progress against
set targets.

× Fail to regularly monitor the composition of your
workforce and identify areas that must be improved.

� Anonymise CV’s by removing personal information
from candidate applications during the assessment and
selection stages.
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Eight steps to successful ethnicity
pay gap analysis
Anthony Horrigan, Chief Executive Officer, Spktral

In this disrupted, fast-changing, societal and business
environment there is an increasing emphasis on building
a future-proof business that is both diverse and truly
inclusive. Ethnicity pay gap analysis is an integral part
of your diversity and inclusion strategy and for it to be
successful, it needs to be viewed as a major change
programme that’s led from the top with the affects
cascading down through the organisation.
This is not just an issue for the HR department, this is
one in a series of very real business risks presented by a
failure to embrace and investigate the true diversity and
inclusivity of an organisation. Ignoring these issues or
doing nothing more than a simple White vs BAME analysis
signals either a lack of understanding of the work required,
or a disregard for its validity.
However, the landscape is changing, stakeholders and
investors are requiring more from senior leadership
and Boards. Prospective employees are asking for this
information, procurement officers are demanding to see
the diversity makeup of the organisations they are buying
services from. The good news is that with thought and
action, meaningful ethnicity pay gap and representation
analysis can be carried out. If you bring your employees
into the process, if you are transparent with them
and listen to their issues, you will be given latitude to
experiment and get this right.
With these points in mind, here are eight steps for
preparing your ethnicity pay gap analysis:
1. Identify the true purpose of your diversity and
inclusion strategy
This is a vital first step and will be unique for every
organisation as you identify what is driving this change.
At this stage, it is OK not to have all the answers but
listen and learn from the experiences and viewpoints of
your people.
2. Communicate your diversity and inclusion strategy
and the reasons why you need ethnicity data
Without clear communication and the right culture in
place throughout this process, you will not succeed. This
is necessary for legal reasons – GDPR states you must
say why you need the data and what you will use it for
– but also to increase transparency and ultimately build
trust with your people. Data collection and analysis is
not an annual process – it is iterative, and collection and
communication of your strategy should be continuous.

3. Invest in a properly resourced project team
The most recent research from McKinsey’s diversity series
has shown organisations whose executive teams are in the
top quartile of diversity are significantly more likely than
their peers, in the lower quartile, to outperform financially.
Invest to ensure you have resource to move this forward
and have real impact. A properly resourced project
team, supported by the top of the organisation, ensures
accountability throughout this process.
4. Check your gender pay gap reporting process is fully
compliant with existing legislation
This is a priority action for your project team. If your basic
male vs female report is non-compliant it raises questions
about whether leadership are taking responsibility for
the report and assigning appropriately resourced and
qualified personnel to this. Whoever ends up owning this
process must be held accountable to the leadership. If
you are undertaking this internally and basic legislative
requirements have been forgotten or ignored, this signals
that other areas of the report may not have been properly
followed. Start asking that uncomfortable question; is the
data, that is driving our decision-making process accurate?
5. Conduct your ethnicity pay gap analysis
It is crucial that you identify the true purpose of your
diversity and inclusion strategy, and what questions
you plan to ask of your data. How will you analyse your
ethnicity data – by simply comparing all white vs ethnic
minority employees? Or will you look further at the
individual stories in these broad groups?
Gender pay gap reporting is statistically straight forward
as most organisations have a reasonable gender balance,
but when viewing the data through the lens of ethnicity
you will find a large imbalance between individual ethnic
groups. Even when you bring all ethnic minorities under
one group you will still have a small sample size.
These small sample sizes present a fundamental problem
because a seemingly minor change in the ethnic minority
population can have a major effect on the pay gap metrics.
In fact, if a group contains less than a handful of people
then it could be possible to personally identify a specific
person, which would contravene GDPR. Conversely,
grouping all ethnic minority employees into one category
could mask the different challenges faced by individuals
from different ethnic minorities.
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Stop thinking about your pay gap figures and start thinking
about the representation of people throughout your
organisation. As you zoom in and out of the data looking
at both the broad and granular picture, you should also
consider intersectional differences – for example, Chinese
female vs Black male.
6. Map and focus on your unique ethnicity challenges
Data analysis will provide you with the insights you need
to identify your unique ethnicity challenges, which will
differ from organisation to organisation. You can’t make
improvements if you don’t first understand the issues, and
how they vary across your organisation.
7. Train and empower your middle management on
inclusion practice
Inclusion is vitally important as without it you cannot
reap the benefits of a more diverse team. In a culture of
inclusion, people are more engaged and share divergent
viewpoints which, if well managed, generate innovation.
In a culture where not everyone feels included, valued,
and able to progress, retention of diverse talent suffers.
Up-skilling your managers in collaborative and inclusive
leadership through research-based training can help shift
the culture.
8. Get moving
Pay gap analysis might be a simple measure but if you
collect and report this data correctly it will ensure
you are thinking about why women and minorities are
underrepresented in your organisation. It’s important to
recognise that this is not a quick process. Things will not
materially change overnight, and it may be a couple of
years before you notice changes in your data. However,
you will notice the benefits from approaching the
process this way.
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With thanks to our valued contributors:
Rosalyn Breedy
Partner, Wedlake Bell
Rosalyn is a Corporate, Funds and Financial Services lawyer with over 25 years’ experience
working in private practice, investment banking and at a multi-family office. Her core clients are
family businesses, family offices, trustees, private capital investors, private wealth managers and
entrepreneurs (particularly private equity, hedge fund principals, fintech businesses) and other
city professionals. In addition to providing strategic advice Rosalyn establishes private funds,
advises family offices and fund management businesses and acts on a range of private equity and
joint venture deals. Rosalyn is recommended as a Top Five Corporate Lawyer in Spear’s 500 from
inception in 2015, 2016, 2017, 2018 and 2019.
Rosalyn is an associate fellow at Said Business School University of Oxford , non-executive director
of Lanware, chairman of Milltrust International Advisory Council, member of the Black Women in
Asset Management Advisory Council, member of the Chartered Institute of Securities & Investment
Integrity and Ethics committee and chair of the Wedlake Bell Ethnic Minorities Committee.

Laura Conway
Senior Associate, Wedlake Bell
Laura is an experienced employment lawyer advising both businesses and individuals. She supports
her clients with a range of complex HR and employment issues and is praised for guiding and
supporting her clients through difficult work situations. Laura has a particular interest in advising
on discrimination law and equality matters including providing practical advice on how to address
diversity issues.
Laura is rated in Legal 500 as a key lawyer.

Pavita Cooper
Founder, More Difference
Pavita is the founder of More Difference. She works with Boards and Executive teams to build
culture and inclusion across their organisations. A leading culture and diversity expert; she has over
30 years experience as an executive talent leader across a range of multi-sector global blue-chip
organisations, including Shell, Barclays and Lloyds Banking Group.
Pavita is a passionate advocate of greater diversity across the C-Suite and committed to
accelerating the progression of “hidden” talent: women, ethnic minorities and leaders from
less traditional backgrounds. She is a regular speaker on women in business, increasing BAME
representation and the acceleration of diverse talent in the pipeline to the C-Suite & Boardroom.
Pavita believes in the power of giving back; she mentors young people from ethnically diverse and
socially disadvantaged backgrounds and regularly speaks at inner city schools across the country
through Speakers for Schools.
Pavita has been a Steering Committee member of the 30 Percent Club for ten years. Pavita is a
Commissioner to the Board of the Equality & Human Rights Commission, the Senior NED to an
agency of the FCO and a Trustee of the Chartered Management Institute where she chairs CMI
Race. Pavita was awarded Woman of the Year at the Asian Business Awards in 2017.

Market Tracker Trend Report: Ethnicity in Corporate Governance Reporting 2020

44

Anthony Horrigan
CEO, Spktral
Anthony is passionate about the use of technology to empower organisations to create equal
futures by giving them the tools to make better people decisions with their data. Having left a
computing science degree early to pursue his dreams, Anthony served for 25 years as a navigator
and then a Fighter Pilot in the Royal Air Force. In his spare time, when not upside down, he
developed software tools for the RAF, one of which won him an award.

Richard Isham
Partner, Wedlake Bell
Richard founded Wedlake Bell’s employment team and advises companies, LLPs, Boards and
senior executives on employment law and related issues, including aspects of governance and
director duties.

Dinésha Mendis
Ambassador, Diversity Project
Dinésha Mendis is ambassador at the Diversity Project and campaigns for racial equality, flexible
working rights, mental health awareness and working families in the investment industry. She
joined the asset management industry in 2001 and has since acquired a wide range of experience
in marketing and business development roles from leading investment houses including Russell
Investments, Lombard Odier, HSBC Asset Management, Newton Investments and Invesco. She is
currently Head of RFP at Close Brothers Asset Management and Founder of Sunday Unplugged.
Dinésha holds a BA (Hons) in Politics and a MA (Hons) in History of Art from the University of
London. She has (to date) travelled to 96 countries on six continents and once took a 2-year
sabbatical through Latin America, Africa and the South Pacific.

Ornella Nsio
Campaigns and Government Relations Manager, Recruitment & Employment Confederation
Ornella Nsio is the Campaigns and Government Relations Manager at the Recruitment &
Employment Confederation. The REC is the professional body for the recruitment industry,
representing over 3,200 recruitment businesses – 80 per cent of the UK’s £35.7 billion industry by
turnover, and 11,500 individual recruiters. Ornella's role focuses on lobbying key Government and
business partners on a wide range of employment and labour market issues. The work also involves
highlighting REC initiatives to promote industry standards. As the policy lead for Labour market
Diversity and Inclusion, Ornella manages the Inclusive Recruitment Forum, a REC forum which
brings together recruiters, clients, and policy makers to explore emerging themes in D&I and shares
best practice. A University of Nottingham French and Politics graduate, Ornella is a keen traveller
and has a background in education and employment policy.
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Richard Preston
Managing Associate, Addleshaw Goddard
Richard is a corporate governance specialist. His practice focuses on advising on all aspects of
corporate governance, Financial Conduct Authority and Stock Exchange regulatory compliance
and procedure. He has substantial experience advising listed public and large private companies
on governance and compliance matters, including continuing obligations, disclosure requirements,
governance systems and controls, the impact of the market abuse regulation, capital management
initiatives, narrative reporting, constitutional matters and law, procedure and practice in relation to
company meetings.

Tom Proverbs-Garbett
Garbett – Senior Associate, Pinsent Masons
Tom is a corporate lawyer and chartered company secretary, whose practice focusses on corporate
governance matters, compliance and issues surrounding directors' duties. He leads the firm's
company secretarial function and writes regularly on governance matters and corporate law, as
well as providing training for boards and individual directors. Tom trained in the City and previously
worked in-house with Jaguar Land Rover.

Selina Sagayam
Partner & Chair of London Diversity, Talent & Inclusion Committee, Gibson Dunn
Selina Sagayam is a partner in Gibson Dunn’s international corporate team. Her practice focuses
on international corporate finance transactional work, including public and private M&A, joint
ventures, international equity capital markets offerings and advisory work focused on corporate
governance, shareholder activism and securities law advice. Regarded as one of the leading public
M&A advisers in the UK, Ms. Sagayam has advised on hostile, competitive and recommended
takeovers. Ms. Sagayam is also noted for her expertise in financial services and regulatory advice.
She advises boards and senior management of international corporations, exchanges, regulators,
investment banks, and financial sponsors (private equity and hedge funds) on such issues. Her
experience as a senior secondee at the UK Takeover Panel and also most recently as a nonexecutive director of a FTSE250 company and its regulated subsidiary (where she served as chair
of its Risk & Compliance Committee) has positioned her uniquely in her practice area. Ms. Sagayam
established and co-chairs the firm’s UK ESG Practice Group. Selina is also actively involved in D&I
programmes which includes her role as chair of Gibson’s UK Diversity Talent & Inclusion Committee
and co-chair of NetworkForKnowledge (the cross-firm network for senior women and compliance
in private practice and financial services firms).

Martin Webster
Partner, Pinsent Masons
Martin focuses on advising listed companies on a wide range of governance issues. He
has been the editor and main author of the Institute of Directors’ leading publication, The
Director’s Handbook and has contributed to the London Stock Exchange’s guide to Corporate
Governance for Main Market and AIM Companies. He is a long-serving member of the City of
London Law Society Company Law Committee. With Tom Proverbs-Garbett he writes a popular
one-page monthly briefing for listed company directors and secretaries (available on request to
martin.webster@pinsentmasons.com).
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Public M&A Report 2020
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Code in 2020.
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Shareholder Activism
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& Case and Activist Insight, with contributions from UBS
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