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Independent directors: new class of 2017
Companies are continuing to bring fresh and diverse perspectives
into the boardroom and to enhance alignment of board
composition with their forward-looking strategies.
In our second annual report, we share the results of our analysis
of independent directors who were elected by shareholders to the
board of a Fortune 100 company for the first time in 2017 – what
we refer to as the “new class of 2017.”
We looked at corporate disclosures to see what qualifications and
characteristics were specifically highlighted, showcasing what this
new class of directors brings to the boardroom. Our research was
based on a review of proxy statements filed by companies on the
2017 Fortune 100 list. We also reviewed the same 83 companies’
class of 2016 directors to provide consistency in year-on-year
comparisons.

Our perspective
What we’re hearing in the market is that boards are seeking slates
of candidates who bring a diverse perspective and a range of
functional expertise, including on complex, evolving areas such
as digital transformation, e-commerce, public policy, regulation
and talent management. As a result, boards are increasingly
considering highly qualified, nontraditional candidates, such
as non-CEOs, as well as individuals from a wider range of
backgrounds. These developments are expanding the short lists of
potential director candidates.
At the same time, companies are expanding voluntary disclosures
around board composition. Our review of Fortune 100 disclosures
around board composition found that:
2017

2016

72% specifically identified gender and
race or ethnicity as a consideration
when identifying director
nominees, up from 64% in 2016

72% 64%

63% used charts, tables or infographics
to highlight some element of the board’s
diversity – such as skills, gender, age,
tenure, ethnicity, nationality, birth
place, sexual orientation – up from 48%

63% 48%

23% included a board skills matrix,
up from 20%

While diverse director candidates are in high demand and related
shifts in board composition are underway, these developments
may be slow to manifest. For example, consider that the average
Fortune 100 board has 10 seats. In this context, the addition of
a single new director is unlikely to dramatically shift averages in
terms of gender diversity, age, tenure or other considerations.
That said, whether a board’s pace of change is sufficient depends
on a company’s specific circumstances and evolving board
oversight needs. Boards should challenge their approach to
refreshment, asking whether they are meeting the company’s
diversity, strategy and risk oversight needs. Waiting for an open
seat to nominate a diverse candidate may mean waiting for the
value that diversity could bring.
In 2018, we anticipate that companies will continue to offer more
voluntary disclosure on board composition, showing how their
directors represent the best mix of individuals for the company –
across multiple dimensions, including a diversity of backgrounds,
expertise, skill sets and experiences.

Key findings
1. Most Fortune 100 companies welcomed a
new independent director in 2017.
This past year, over half of the Fortune 100 companies we
reviewed added at least one independent director. This figure is
a little lower than the prior year; but overall, during the two-year
period from 2016 to 2017, over 80% of the companies added at
least one independent director. Taking into account director
exits – whether due to retirement, corporate restructuring, pursuit
of new opportunities or other reasons – we found that nearly
all of the companies experienced some type of change in board
composition during this period.

2017

2016
30%

23% 20%
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55%
55% of companies added at
least one director; of these,
30% added two or more

59%

45%

59% added at least one
director; of these, 45%
added two or more
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2. The class of 2017 brings greater finance and
accounting, public policy and regulatory,
and operational skills to the table.

4. The Fortune 100 class of 2017 includes more non-CEOs.

Corporate finance and accounting were the most common director
qualifications cited by companies in 2017, up from fifth in 2016.
A couple areas saw notable increases: government and public
policy, operations and manufacturing, and transactional finance.
This year, some areas tied in ranking, and in a twist, corporate
references to expertise in strategy fell from third in 2016 to below
the top 10 categories of expertise. Companies also made fewer
references to board service or governance expertise compared to
the prior year.

While experience as a CEO is often cited as a traditional first cut
for search firms, 54% of the entering class served in other roles,
with non-CEO backgrounds including other executive roles or
non-corporate backgrounds (academia, scientific organizations,
nonprofits, government, military, etc.). This represents a slight
increase from 2016 with most of the shift stemming from
individuals holding or having held other senior executive positions.
Approximately 30% appear to be joining a Fortune 100 public
company board, having never previously served on a public
company board – similar to 2016.
Director backgrounds (% of directors)
2017

2016

CEOs

46%

49%

Other executives
(President, COO, EVP, etc.)

32%

28%

8%

9%

14%

14%

Ranking: Top 10 skills and expertise of the class of 2017
Area of expertise

2017

2016

Corporate finance, accounting

1

5

International business

2

1

Government, public policy, regulatory

3

8

Technology

4

4

Marketing, business development

5

6

Operations, manufacturing, supply chain

6

10

Transactional finance (M&A, private equity, etc.)

7

11

Industry*

7

7

Board service, corporate governance

7

2

Risk oversight

8

9

* Some company definitions of industry may include references to adjacent sectors.

3. Most of the 2017 entering class was
assigned to audit committees.
The strength of corporate finance and accounting expertise of
the entering class is seen, too, with regards to key committee
designations. Of the three “key committees” of audit,
compensation, and nominating and governance, the 2017 entering
class was primarily assigned to serve on audit committees. A closer
look at the disclosures shows that 63% of the new directors that
were assigned to the audit committee were formally designated
as audit committee financial experts. In comparison, the
corresponding figure in the prior year was 59%.
Key committee membership

2017

2016

CFOs*
Other non-corporate
background

* Excludes those who later served as CEO or other executive role.

5. The class of 2017 is 40% female.
As in the prior year, 40% of the entering class were women, but
overall percentages were largely unchanged, with women directors
averaging 28% board representation compared to 27% in 2016.
Also, there was minimal age difference, with the women directors
averaging 57 compared to 58 for male counterparts. Among
the directors bringing the top categories of expertise, women
directors accounted for over one-third of the disclosed director
qualifications. In some cases, they represented over half of the
disclosed category of expertise.
Female representation in director qualifications disclosures
Over one-third

Over half

• Government, public policy,
regulatory

• Corporate finance, accounting

Audit

44%

41%

• Industry

Compensation

24%

25%

Nominating and governance

33%

34%

• Operations, manufacturing,
supply chain
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• Marketing, business
development
• Risk oversight

• Technology
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6. The class of 2017 tends to be younger.
There appears to be an ongoing shift toward younger directors.
For the class of 2017 entering directors, the average age of these
individuals was 57, compared to 63 for incumbents and 68 for
exiting directors. Of the entering class, 15% were under 50, an
increase from 9% in the prior year. And, for the second consecutive
year, we observe that over half of the entering class was under the
age of 60. Exiting directors largely continue to be age 68 or older.
Distribution of directorships by age
Age group

2017

2016

0%

2%

60 to 67

48%

42%

50 to 59

37%

47%

Under 50

15%

9%

68+

Questions for the board to consider
• How is the company aligning the skills of its
directors – and that of the full board – to the
company’s long-term strategy through board
refreshment and succession planning efforts? How
is the company providing voluntary disclosures
around its approach in these areas?
• Does the company’s pool of director candidates
challenge traditional search norms such as
title, age, industry and geography?
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• How is the company addressing growing investor
and stakeholder attention to board diversity,
and is the company providing disclosure around
the diversity of the board — defined as including
considerations such as age, gender, race, ethnicity,
nationality — in addition to skills and expertise?
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