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Executive summary
Against the backdrop of a new administration in Washington
and growing social divisiveness, US public company directors
are faced with great expectations from investors and the
public. Perhaps now more than ever, public companies are
being asked to take the lead in addressing some of society’s
most difficult problems. From seeking action on climate
change to advancing diversity, stakeholder expectations are
increasing and many companies are responding.
In part, this responsiveness is driven by changes in who owns
public companies today. Institutional investors now own 70%
of US public company stock, much of which is held in index
funds.1 Many of these passive investors believe that seeking
improvements in corporate governance is one of the only
levers they have to improve company performance. And these
shareholders are exerting their influence with management
teams and the board through their governance policies, direct
engagement and proxy voting.
But boards and shareholders don’t always agree, and the
corporate governance environment itself is not immune
to divisiveness. In fact, our research shows that directors
are clearly out of step with investor priorities in some
critical areas.
One of these areas is environmental issues. During the
2017 proxy season, a handful of shareholder proposals on
environmental issues, like climate change, gained majority
shareholder support. This is the first time we have seen these
types of proposals pass, and they did so with the help of some
of the largest institutional investors like BlackRock, Vanguard
and Fidelity. For their part, some of the largest US companies
declared their continuing commitment to take action fighting
climate change, even as the US announced its withdrawal
from the Paris climate accord.

About the survey
For over a decade, PwC’s Annual Corporate Directors
Survey has gauged the views of public company directors
from across the United States on a variety of corporate
governance matters. In the summer of 2017, 886 directors
participated in our survey. The respondents represent a
cross-section of companies from over a dozen industries,
75% of which have annual revenues of more than $1
billion. Eighty-four percent of the respondents were men,
and 16% were women. Their board tenure varied, but
60% have served on their board for five or more years.

But despite increased shareholder interest in environmental
risk, there appears to be a disconnect when it comes to the
views in many boardrooms. A majority of directors tell us that
their boards don’t need sustainability expertise. A surprising
number also say their company’s strategy isn’t being
influenced by climate change or resource scarcity, and that
they don’t think environmental concerns will impact their
current strategy. Companies and investors may be driving the
agenda, but rather than leading the way in this area, many
directors are being carried along.
Gender diversity on boards has also become a clear priority
for institutional investors in 2017. Shareholders like State
Street Global Advisors and BlackRock recently adopted new
diversity policies or guidance on board diversity. Indeed,
State Street even voted against directors at hundreds of
companies that it believed had not made sufficient strides
in diversifying their boards. Yet despite the increased focus
from institutional investors, fewer of the new board seats
in 2016 went to women than in the prior year.2 And gender
parity is still a long way off, with only 25% of boards in
the S&P 500 having more than two female directors.³ Even
so, about half of female directors tell us that their board is
already sufficiently diverse. Which leads to the question—
are female directors sufficiently championing the cause of
gender diversity?

I nstitutional investors owned an average of 70% of the outstanding shares of US public companies as of June
30, 2017. PwC + Broadridge, ProxyPulse 2017 Proxy Season Review, September 2017. Forty-two percent of all
US stock fund assets as of June 30, 2017 were held through index funds. Investment Company Institute.
2
The percentage of women in new board appointments at Fortune 500 companies declined two percentage points
to 27.3% in 2016. Fortune, “The Share of Women Appointed to Fortune 500 Declined Last Year,” June 19, 2017.
³ Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
1
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Investors are also putting the spotlight on social issues like
income inequality and employee retirement security, asking
companies to help develop shared economic security. But
again, directors tell us that income inequality considerations
should not play a part in company strategy.
PwC’s 2017 Annual Corporate Directors Survey examines the
areas where directors and investors are aligned and moving
forward together, as well as the ways in which they are out
of sync. While boards have made real improvements in some
areas, there is clearly more work to be done. Among our
key observations:
• Director discontent with peers hits a high-water mark.
With greater expectations of boards, directors are upping
their game and are seeking to add value. More than ever,
directors—particularly those who are less tenured—are
also noticing that not all of their fellow directors are doing
the same. Almost half of directors (46%) believe that one
or more of their fellow board members should be replaced.
One-fifth of directors say that two or more directors on
their board should be replaced.
• Boards are taking more action on performance
assessments. Investors have been pushing boards to not
just conduct board performance assessments, but to do
something with the results. This year, more than twothirds (68%) say that their board has taken some action in
response to their last board assessment—an increase of 19
percentage points over last year.
• Independent chairs are more likely to have the difficult
conversations. Directors on boards with non-executive
chairs are more than twice as likely to say that their board
decided not to re-nominate a director, or provided counsel
to a director, as a result of the board’s assessment process.
• Key issues are not being prioritized in many
boardrooms. While investors are talking about the impact
of environmental and social issues on the bottom line,
the conversations are not necessarily filtering up to the
boardroom. A significant percentage of directors say that
income inequality (51%), immigration (49%) and climate
change (40%) should not be taken into account—at all—in
company strategy.

4

• Male and female directors see strategy very differently.
Female directors are more likely to think that social
issues should play a part in company strategy formation.
And they are much more likely to think that issues like
environmental concerns and social instability will force the
company to change its strategy in the next three years.
• Executive pay plans are effective—except where they’re
not. Directors are confident that incentive plans promote
long-term shareholder value. But 70% at least somewhat
agree that executives in general are overpaid, and 66%
say that executive compensation exacerbates income
inequality. Meanwhile, executive pay continues to go up,
not down.4
• Seeing returns on shareholder engagement. In just the
past year, directors have come around to a much more
positive view of shareholder engagement. They are much
more likely now to think that direct engagement impacts
proxy voting (77% as compared to 59% in 2016). And the
vast majority now say that the right representatives are
present (85%) and investors are well prepared for meetings
(84%)—12 and 21 percentage point increases over
last year, respectively.
• The gender divide is real on questions of board
diversity. Male and female directors have a significant
difference of opinion about the impact of board diversity
on company performance. Nearly five out of six female
directors (82%) believe that diversity enhances company
performance, while only just over half of men agree (54%).
• Challenging management is a challenge. Strategy
oversight is one of the board’s core responsibilities.
Investors want to know that directors are heavily involved
in evaluating, challenging and monitoring the company’s
strategy, and calling for a change of course when needed.
Yet only 60% of directors say their board strongly
challenges management assumptions on strategy as part of
their oversight role.
As we analyzed the results of this year’s survey, we also
looked behind the numbers at how demographic differences
such as gender and length of tenure on the board affected
directors’ views. Read on for our full analysis of the survey
results and areas where those differences were notable. And
for the results of every question in the survey, please refer to
the Appendix.

See Willis Towers Watson Executive Pay Bulletin, May 9, 2017.
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Board composition and effectiveness
Director discontent with peers hits a highwater mark
Every year since 2012, we have asked directors to tell us if
any of their fellow board members should be replaced for a
handful of common reasons, such as advanced age impacting
performance, lack of preparedness or lack of expertise. In
prior years, about one-third of directors—between 31%
and 39%—said that someone on their board should, in fact,
be replaced. This year, nearly half of directors—46%—say
that at least one of their fellow board members should be
replaced. About one in five directors would replace two or
more of their board members.
The high percentage this year may reflect, in part, the
changing conversation about board refreshment. Directors
often hear about the high expectations for board members,
and they realize that every seat in the boardroom needs to
be filled by someone who is making a real contribution. A
new voice in the boardroom can change the conversation,
bring new ideas and skills to the table, or call out practices
that are not optimal for board effectiveness. Directors who
have served together for a long time may not see the need
for change as clearly.
Recent shareholder focus on diversity and director skill sets
may be encouraging the thinking that underperforming
directors do indeed need be replaced to make room for
new talent. On top of all of this, add an activist landscape
targeting longer-tenured directors, and perhaps it’s not
surprising that directors think that one, two or more of their
colleagues should step aside.
But does this realization actually result in more board
turnover? Not necessarily. Last year, boards of companies
in the S&P 500 added 345 new independent directors—a
decrease from the prior year.5 And as we discuss on page
seven, only 15% of directors say that their board’s assessment
process resulted in a fellow director being counseled or not
being re-nominated. With almost half of the respondents
saying that at least one current board member should be
replaced, there is clearly a gap between what directors tell us
about peer underperformance, and the willingness of board
leadership to take action to remedy the problem.
5

Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
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How many directors should be replaced?
More than two 5%
Two 16%

One 25%

46%

of directors
say that one or more
of their fellow directors
should be replaced

None 54%

Q4: In your opinion, how many directors on your board should be replaced?
Base: 886
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Behind the numbers: Linking tenure and
discontent
Board members with the longest tenure, over 10 years, are
the least likely to say that someone on their board should
be replaced. Directors who have served together for a long
time may be comfortable working together, and less likely to
want to change the boardroom dynamics. Newer directors
are much more likely to say that they would replace at least
one director on their board.
Newer directors looking for more turnover
Percentage of directors (by tenure) who say that at least one
board member should be replaced

53%
39%
Directors with two years of board service or less
Directors with more than 10 years of board service
Q4: In your opinion, how many directors on your board should be replaced?
Base: Two years or less of board service (118); More than 10 years of board
service (272)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Where are the problems? Criticisms of fellow
board members
The complaints directors have about their fellow board
members illustrate the difficulty of the job. Boards need to
oversee management, but they themselves are not running
the business. They need to work together as a team, but they
also need to make their individual voices heard.

So what are the criticisms? It is a mixed bag. Topping the list
are: overstepping the oversight role, reluctance to challenge
management, an interaction style that negatively impacts
the dynamics in the boardroom, and advanced age that is
affecting performance. Are board members doing too much,
or not enough? Are they too brash, or are they unable to stay
engaged? The answer to all of these appears to be “yes.”

Criticisms of fellow board members

Oversteps the boundaries
of his/her oversight role
Reluctant to
challenge management

14%

Advanced age has led to
diminished performance

15%

Interaction style negatively
impacts board dynamics

12%

Lacks appropriate
skills/expertise

13%

10%

Q3: Do you believe the following about any of your fellow board members? (Select all that apply.)
Base: 875
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Refreshing the board—what actually works?

Conversations about board performance and expectations can
be difficult, and require a real commitment to the process.
When the focus is right, it works well, but that’s not always
the case. Many boards may benefit from board chairs and lead
directors championing a more targeted feedback process.

According to directors, the most effective method for driving
board refreshment—by far—is a strong focus from the board
chair or lead director. More than six out of seven directors
(87%) say that their board leadership is at least somewhat
effective at promoting refreshment. However, as we discuss
on page eight, directors also told us that dealing with
underperforming directors is the biggest challenge for their
board leadership.

Directors also view individual assessments or assessments of
the full board or committees as productive, with almost threequarters (73%) indicating that they are at least somewhat
effective at promoting board refreshment.

Keys to promoting board refreshment
Strong focus on refreshment from
board chair or lead director

44%
32%

Full board/committee self-assessments
Mandatory retirement age

30%

Individual director assessments

30%

8%
Very effective

41%
40%
43%

21%

Director term limits
Seeking input from investors about
board composition

43%

40%
29%
Somewhat effective

13%
27%
30%
27%
38%
63%

Not very/not at all effective

Q2: In your opinion, how effective are the following practices at promoting board refreshment?
Base: 875–883
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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A surprising number of directors believe term limits promote
board refreshment, with 61% saying they are at least
somewhat effective. In practice, they’re rare—only 4% of
the S&P 500 currently have director term limits in place.⁶
But with investors continuing to focus on the issue of board
tenure7 and with some recent high-profile examples of
companies adopting term limits, this could be an area to
watch going forward.
Female directors tend to think that clear policies such as term
limits and mandatory retirement ages are more effective at
promoting board refreshment than men do. Three-quarters

of female directors say that term limits are very or somewhat
effective, as compared to just 59% of men. Eighty-one percent
of women say the same about mandatory retirement age,
compared to 68% of men. On the other hand, male directors
are more likely to say that either individual or full board/
committee assessments, which tend to be more subjective,
are effective means of promoting board refreshment. What
do directors view as the least effective way to promote board
refreshment? Seeking investor input, with almost two-thirds
of directors (63%) characterizing it as not very or not at
all effective.

PwC perspective: Board assessments
Board assessments can be useful tools to promote board refreshment—when used right. In our view, boards that view the
process as one of continuous improvement, rather than as an annual compliance exercise, will obtain faster and better
results. Effective board leadership can also make a real difference, but only if the board chair or lead director is willing to
have the difficult discussions, including providing honest individual director feedback. A periodic independent perspective
can help as well.
The most effective boards we see are also disciplined about identifying action items coming out of their assessments, and
holding themselves accountable for those actions. They don’t just put the results in a drawer. They take concrete steps,
often integrating assessment results into their director succession plan.
Boards that are taking these steps are also thinking beyond the boardroom, including how they can provide greater
transparency in their proxy disclosure. Giving stakeholders a clear picture of what the board’s process is, and why directors
think it works, demonstrates a strong commitment to ongoing board refreshment.

6
7

Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
In April 2017 CalPERS revised its governance principles to indicate that a director will no longer be considered independent
if he or she has served on the board for 12 years or more. CalPERS Governance & Sustainability Principles. Available at
https://www.calpers.ca.gov/docs/forms-publications/governance-and-sustainability-principles.pdf
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Boards are taking action on performance
assessments
Most boards undertake some type of annual assessment
process8—either as a good corporate governance practice,
or because it’s a stock exchange listing requirement.9 As we
discussed on page five, 73% of directors say that individual
or full board/committee assessments are at least somewhat
effective at promoting board refreshment. But doing the
assessment is usually the easy part. The challenge is making
it more than a “check the box” exercise, and taking action as a
result of the assessment findings.

But are boards doing enough to make real changes? Overall,
only about one in six directors (15%) say that a member
of their board was provided with counsel or was not renominated as a result of the process.

68% of directors
say their board made changes in
2017 as a result of their board/
committee assessment process, as
compared to just 49% in 2016

The good news is that we see boards making significant
progress. More than two-thirds of directors (68%) tell us
this year that their board has taken some action in response
to their last assessment process—as compared to less than
half (49%) last year. The most common actions taken were
to add additional expertise to the board or change board
committee composition.

Board action on assessments

Add additional expertise to
the board

35%

Change composition of
board committees

31%

Diversify the board

15%

Provide counsel to one or
more board members

15%

Not re-nominate a director

15%

Use an outside consultant to
assess performance
Provide disclosure about the
board’s assessment process in
the proxy statement

14%

15%

10%

We did not make any changes

32%

Only about one in six directors (15%)
say that a member of their board
was provided with counsel or was
not re-nominated as a result of the
assessment process

Q9: In response to the results of your last board/committee assessment process, did your board/committee decide to do any of the following? (Select all that apply.)
Base: 868
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

8

9

 ll but seven S&P 500 boards report conducting some sort of annual performance
A
evaluation. Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
New York Stock Exchange Listing Rule 303A.09.
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Behind the numbers: Executive
chairs are less likely to take action on
underperforming directors
How effective is your board leadership?
Board leadership sets the tone in the boardroom—driving
the agenda, establishing how meetings are conducted and
helping reach board consensus. They also set the tone in more
informal ways, influencing board and company culture.
More public companies have moved to split the role of
chair and chief executive officer. In 2016, 48% of the S&P
500 had split chair and CEO roles—up from just 33% one
decade earlier.10

Directors on boards with non-executive chairs are more
than twice as likely to say that their assessment resulted in
the board providing counsel to a director, or deciding not
to re-nominate a director.
Percentage of directors who say their board leadership
took the following actions in response to results of their
last assessment process:
Provided counsel to one or more board members

20%

Overall, directors think that their board leadership is very
effective, particularly in obtaining consensus (72%) and
conducting board meetings (68%). The most challenging
area identified is dealing with underperforming directors.
Only 30% believe their board leadership is very effective at
this task, while 24% of directors say their board leadership is
not very or not at all effective.
Also challenging is communication with shareholders. Onefifth of directors say that their board leadership is not very or
not at all effective at shareholder communications—which
may be contributing to the disconnects we see between
boards and shareholders on a number of issues.

9%
Did not re-nominate a director

19%
9%
Independent chair

Executive chair

Q9: In response to the results of your last board/committee assessment
process, did your board/committee decide to do any of the following?
(Select all that apply.)
Base: Independent chair (418); Executive chair (386)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Rating board leadership’s effectiveness

Rating board leadership

Obtaining board consensus

72%

Conducting meetings effectively
and efficiently

26%

68%

Providing counsel to the CEO

27%

67%

Considering individual director
views
Challenging the CEO when
necessary

66%
62%

Communicating with shareholders
Dealing with underperforming
directors

30%
Very effective

Somewhat effective

49%
45%

4%

29%

4%

30%

3%

33%

32%

2%

5%

20%
24%

Not very/not at all effective

Q11: How effective is your board leadership (independent chair/lead director) in the following areas?
Base: 786–852
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

10

Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
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Board diversity

Behind the numbers: Women give greater
value to diversity of thought factors

What makes a board diverse?

Female directors were notably more likely than male
directors to say that certain attributes are very important to
achieving diversity.

Diversity can be defined in any number of ways—including
by gender, race, age, educational background and
professional experience. What kinds of diversity are most
important to directors?

Directors who say the following factors are very important
Gender diversity
68%

Diversity of board tenure

Reflecting perhaps the focus from institutional shareholders
on gender diversity, gender is the factor most commonly
viewed by directors as very important to achieving diversity
of thought in the boardroom. More than half of directors
(55%) say that their boards need gender diversity, or more
gender diversity. Women are more likely to say that they need
more gender diversity on the board than men.
Directors also highly value age diversity on their board,
with more than one-third (37%) saying it is very important
to achieving diversity of thought. More than half (52%)
say their boards already have age diversity and don’t need
more—despite only 4% of directors at companies in the S&P
500 being under the age of 50.11

35%

59%

32%

Diversity of age
56%

33%

Racial diversity
42%

20%

International background
39%

30%

Diversity of socioeconomic background
20%

Female

11%

Male

Q6: How important are the following factors in achieving diversity of thought
in the boardroom?
Base: 692–696 (Male); 133–135 (Female)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

What brings diversity of thought?
Gender diversity

41%

Diversity of age

37%

Diversity of board tenure

36%

International background

54%
52%

31%

Racial diversity
Diversity of socioeconomic
background

48%

46%

24%

52%

13%
Very important

54%
Somewhat important

11%
10%
12%
23%
24%
33%

Not at all important

Q6: How important are the following factors in achieving diversity of thought in the boardroom?
Base: 878–884
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

11

Ibid.
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Racial diversity is not as important to directors as gender or
age. Almost one-quarter (24%) say that racial diversity is not
at all important in achieving diversity of thought. However,
directors’ perspectives on this varies based on how long they
have sat on the board. Board members with shorter tenure,
five years or less, are much more likely to say that racial
diversity is important than board members with tenures of
ten years or more (84% as compared to 65%).

But is the message getting through to boards? Only 21% of
board seats in the S&P 500 are held by women, and 15% of
the board seats at the top 200 companies in the S&P 500 are
held by racial minorities.13 That’s not consistent with broader
demographics, especially considering that the US population
is expected to be a “majority minority” by 2050. Yet more
than half of directors believe that their boards are already
sufficiently diverse.

More than half of directors, 58%, say that their board does
have racial diversity—despite the small number of racially
diverse directors on public company boards. Almost 10% of
directors say that their boards don’t have racial diversity—and
don’t need it.

Directors who are newer to the board (tenure of five years or
less) are less likely to say that their board is sufficiently diverse
than directors who have served for ten years or more—by a
rate of 52% as compared to 62%.
More than half of directors say their board is diverse enough

Is your board diverse enough?
Board diversity has been a high priority for institutional
investors for several years, and the focus increased in 2017.
For example, State Street Global Advisors voted against the
election of directors at 400 companies that had no female
board members, and in their judgment, had not made
sufficient strides in adding gender diversity to their boards.
And following the 2017 proxy season, BlackRock announced
that it had voted for eight of nine shareholder proposals on
board diversity in 2017. At five of those companies, it also
voted against board members for “failure to address investor
concerns” on the issue.12

Yes 59%

No 41%
Q5a: In your opinion, is your board sufficiently diverse?
Base: 882
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

PwC perspective: Are female directors driving change?
All but six companies in the S&P 500 have at least one woman on their board, and 76% of those have at least two women.14
But only 25% have more than two women, and gender parity is rare. Only 23 companies in the Russell 3000 have boards
comprised of 50% or more women.15
When the issue of gender diversity on boards first gained public attention, many in the governance community set a goal of
having women fill half of the seats on US public company boards. Now a more common goal is 30% of those board seats.
Yet 40% of female directors say that they have gender diversity on their boards—and do not need more. So why do many of
these women consider gender diversity levels adequate when a board has just one or two female directors?
Perhaps the newer generation of female directors will bring a shift in mind-set. Shorter-tenured female directors (five years
or less) are 15 percentage points less likely than their longer-tenured female peers (six years or more) to say that their board
is diverse enough. As more boards focus on promoting refreshment, we may begin to see a change.

https://www.blackrock.com/corporate/en-br/literature/publication/blk-qtrly-commentary-2017-q2-amers.pdf
Spencer Stuart, 2016 Spencer Stuart Board Index, November 2016.
14
Ibid.
15
Agenda, “Diversity Milestone: First Board Reaches 80% Women,” June 26, 2017.
12
13
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Behind the numbers: Gender and the benefits
of board diversity
Diversity and board performance
By and large, directors recognize the value of gender and
racial diversity in the boardroom. The vast majority think that
it brings unique perspectives to the boardroom (94%) and
that it enhances board performance (82%).
But many do not believe that the benefits extend beyond
the boardroom. More than 40% do not think board diversity
enhances company performance at all. That’s despite studies
indicating that companies with greater gender diversity on
their boards have stronger financial performance and fewer
issues like bribery, corruption, shareholder battles and
fraud.16 Another 43% say that gender and racial diversity
do not improve relationships with investors at all—even as
investors like State Street Global Advisors are taking stronger
positions on the need for diversity.
Eleven percent of directors say their board does not have
gender or racial diversity. And surprisingly, almost one in six
directors (16%) think that diversity on their board has had
no benefit.

Women are much more likely than men to say that gender/
racial diversity has had positive effects on the company and
the board.
Percentage of directors who responded very much
or somewhat that gender/racial diversity has:
Brought unique perspectives to the boardroom
100%
92%

Enhanced board performance

97%
79%

Improved our approach to strategy/risk oversight

85%

51%

Enhanced company performance

82%

54%

Improved our relationships with investors

67%

55%

Female

Male

Q5b: Which of the following effects do you believe gender/racial diversity has had
on your board?
Base: 500–505 (Male); 109–110 (Female)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

The impact of board diversity
94%
82%
59%

57%

57%

43%

41%

43%

Another 16% of directors
say that gender/racial
diversity has no benefit
on theirboard

18%
6%
Brought unique
perspectives
to the boardroom

Enhanced
board
performance

Very much/somewhat

Enhanced
company
performance

Improved our
relationships with
investors

Improved
our approach
to strategy/
risk oversight

Not at all

Q5b: Which of the following effects do you believe gender/racial diversity has had on your board?
Base: 883
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

16

 cKinsey, “Why Diversity Matters,” February 2015; MSCI, “Women on Boards: Global Trends in Gender Diversity on Corporate
M
Boards,” November 2015; Peterson Institute for International Economic, “Is Gender Diversity Profitable?” February 2016.
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Gender diversity on boards—too fast or
too slow?
While very few directors think that the move to more gender
diversity on boards is happening too quickly, they are split on
whether it is happening too slowly (41%) or at the right pace
(35%). More than one-quarter of directors (27%) think there
is too much of a focus on gender diversity right now—97% of
whom are men.
Board tenure also plays a role in how directors view the pace
of change in gender diversity. Directors who have served on
their boards for five or fewer years were much more likely
to say that diversity is happening too slowly than those with
more than ten years of service.

Pace of change and focus on gender diversity

Pace of change
It’s happening too slowly

41%
It’s happening at the right pace

35%
It’s happening too quickly

2%

How much attention
There is too much focus on gender diversity

27%
There is not enough focus on gender diversity

9%
Q8: How would you characterize the evolution of gender diversity in US boardrooms?
Base: 882
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Behind the numbers: Female directors looking for faster changes
Female directors are much more likely to say
diversity is happening too slowly

Male directors are more likely to think there is
too much focus on diversity

80%

5%

33%

31%

Female directors
Q8: How would you characterize the evolution of gender diversity in US boardrooms?
Base: 696 (Male); 133 (Female)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Stepping up to increase diversity

nominated a director with no prior public company board
experience, and 41% say they are recruiting from below
the C-suite—two approaches that institutional investors
commonly point to as means to increase board diversity.

Many boards are being more specific with search firms
on what kind of candidates they want, but they are using
other approaches as well. Forty-three percent say they have

Taking steps to increase board diversity

Prioritized diversity as a critical criterion
for search firms

57%

Nominated a director with no prior public
company board experience

43%

Recruited from outside the C-suite

41%

Identified and mentored potential director
candidates

18%

Other action not listed
Sought director recommendations from
shareholders
We have taken no action to increase our
board’s diversity

13%
6%
13%

Q7: What steps has your board taken to increase its diversity? (Select all that apply.)
Base: 881
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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of directors say their board has
taken some action to increase
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Shareholder engagement and activism
When should directors engage with
shareholders?
For the last several years, directors have become increasingly
involved in shareholder engagement. These days, many
institutional investors believe that this direct engagement is
core to the job of being a public company director, and that
these discussions are critical to the relationship. But not all
directors agree.
Less than half of directors (42%) say that a board member
(other than the CEO) has had direct engagement with
shareholders during the past 12 months. And almost onequarter of directors (23%) think that board members simply
should not meet with shareholders. But more and more,
shareholders have come to expect director engagement.
Which factors should spark shareholder engagement?
There is no consensus among directors. The most common
situations are when an activist takes a position in the

“For companies who just don’t want
their directors engaging, I would
ask: If the directors don’t talk to the
owners they serve and represent—
then who does?”
– Glenn Booraem, Head of Investment Stewardship for the
Vanguard funds17

company (48%), when there’s a significant crisis at the
company (46%) and when the company has a negative say on
pay recommendation from a proxy advisory firm (46%). Only
22% of the directors say that regular dialogue on a variety of
governance matters, not triggered by a current issue or crisis,
is appropriate—despite the fact that investors usually have a
positive view of proactive engagement.

When should directors engage with shareholders?
An activist investor takes a
position in the company

48%

Significant crisis at the company

46%

Negative say on pay recommendation
from a proxy advisory firm

46%

Shareholder proposal related to
board composition

42%

Negative director recommendation
from a proxy advisory firm
Regular dialogue on a variety of governance
matters not triggered by a current issue or crisis
Q15: Under which of the following circumstances is it appropriate for directors
(other than the CEO) to meet with shareholders? (Select all that apply.)
Base: 823
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

17

I nterview with Glenn Booraem, April 25, 2017; available at
https://www.linkedin.com/pulse/investor-priorities-proxy-season-paul-denicola
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23%

say directors (other
than the CEO)
should not meet
with shareholders

40%
22%

Has your board (other
than the CEO) had
direct engagement
with investors within
the past 12 months?
Q16a.
Base: 848

Yes 42%

Don’t know 7%

No 51%
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PwC perspective: Getting shareholder
engagement right
Seeing returns on shareholder engagement
As the notion of director-shareholder engagement continues
to mature, institutional investors have devoted additional
corporate governance personnel and other resources
to it. That may be why directors express a much more
positive view of shareholder engagement this year. Just
over five out of six directors (85%) now say that the right
investor representatives were present at the meeting—an
improvement from 73% last year. And 84% say that investors
were well-prepared for the meeting, compared to 63%
in 2016.
In terms of the impact, directors are much more likely to
think that shareholder engagement is affecting proxy voting.
More than three-quarters (77%) at least somewhat agree
that engagement positively impacts, or is likely to positively
impact, proxy voting. This is an 18 percentage point jump
over last year.
Few directors think that shareholder engagement is
impacting investment decisions. Only 10% very much agree
that it has a positive impact, or is likely to have a positive
impact on investing decisions. This is not surprising, since
the growing percentage of shareholders investing through
passive index or exchange-traded funds also means that
the number of shareholders who actively make investing
decisions is diminishing.

Not every director is engaging with shareholders. But when
those meetings do happen, it’s in everyone’s interest to
make them worthwhile. To get the most out of shareholder
engagement, don’t wait for a crisis. Begin to lay the
groundwork during a quiet time, when the company can
start to build a relationship with its investors.
Meetings are much more effective if directors are
familiar with the shareholder’s voting history, and their
position on various governance topics. Assuming that a
shareholder automatically follows proxy advisory firm
recommendations can be unwise. Larger institutional
investors in particular are more likely to have their own
voting policies.
Investors and companies also report that time spent
developing and agreeing upon the agenda pays off.
Directors will know exactly how to prepare for the
discussion, and both sides will be comfortable with which
issues are off the table.
Choosing the right participants is key. The directors
who attend should be well-informed on the issues, and
comfortable speaking about how the board operates. But
even more important may be the willingness to listen.
Directors can learn a great deal about the issues their
shareholders care about, and can even get an early signal
of concerns.

Grading shareholder engagement

48%

47%
38%

57%

55%

(+19)

(+7)

51%
(+2)

(+7)

(-6)

39%

(+18)

(+1)

29%
(+11)

15%

23%

27%
21%

(+2)

(-17)

16%

(-10)

24%
(+3)

10%

(-21)

(-12)

(-4)

The right investor
It positively impacted
representatives were (or is likely to positively
present at the meeting
impact) proxy voting

Investors were wellprepared for the
engagement

Q16c: To what extent do you agree with the following concerning your
board’s direct engagement with investors within the past 12 months?
Base: 316–335 (2017); 328–543 (2016)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017;
PwC, 2016 Annual Corporate Directors Survey, October 2016.
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The board received
valuable insights from
the engagement
Very much

It positively impacted
(or is likely to positively
impact) investing decisions
Somewhat

Not at all

Note: Amounts shown in parentheses represent the
change in percentage points from the 2016 survey
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User-friendly proxy statements
Many companies have begun looking at the proxy statement as
more than just required disclosure. They are working to make
their proxies more readable, and to provide more information
that shareholders want. But many directors do not think that
enhanced proxy disclosure is improving shareholder relations
or proxy voting. In fact, fewer than half of directors indicated
that they see any benefit of enhanced disclosure.

“Companies that report only to
meet the regulatory disclosure
requirements are missing a
prime opportunity to more
comprehensively engage new
and existing investors about
how effectively a business is led
and managed.”

So what information do directors think can help? Of the
directors who did think there was some benefit, more than
half (55%) say that disclosure on shareholder engagement
efforts can improve shareholder relations. This helps investors
understand a company’s overall outreach efforts. Directors
also cite board diversity (48%), executive compensation
(44%), and environmental and sustainability issues (34%).

–B
 lackRock Investment Stewardship
Engagement Priorities for 2017–2018

From a proxy voting point of view, directors believe
the strongest impact comes from enhancing executive
compensation disclosures—at 43%. And despite the
investor focus on environmental, social and governance
(ESG)/sustainability issues, only 15% of directors think
better disclosure in this area would actually improve proxy
voting results.

Enhanced proxy disclosure—where does it matter?

55%
48%

44% 43%

41%

36%

32%
26%

Shareholder
engagement

21%

Board diversity

Shareholder relations

Executive
compensation

Risk oversight

34%

32%
26%

20%

Board selfassessments

15%

ESG/
sustainability

Audit committee
oversight

Proxy voting

Q14: Enhanced proxy disclosure: Do you believe that additional proxy disclosure in any of the following areas would improve either shareholder relations or annual
meeting voting results? (Select all that apply.)
Base: 445
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Beyond the horizon—the future of
shareholder activism

willingness to negotiate and engage with activists. This is
consistent with the fact that 2016 saw a record number of
company settlements with activists.18

There continue to be a number of shareholder activism
campaigns in 2017. Activist shareholders are targeting highYet directors don’t necessarily believe the financial
profile companies, and institutional shareholders who had
performance of activist funds will improve. Only 14%
previously stayed out of activism are now wading into the fray. anticipate that activist fund performance will increase in
the next year, with 18% predicting a decrease. This year,
Overall, directors agree that activism is here to stay. They
many activist funds have struggled with performance and
predict an uptick in the number of activist campaigns, with
overall average returns as of August 31, 2017 are just 3.6%,
39% expecting an increase in the next year. Almost onecompared to 9.8% at the S&P 500.19
third (32%) of directors also predict an increase in company

Predicting the future of shareholder activism

Number of activist campaigns

8%

39%

Company willingness to negotiate/engage with activists

4%

32%

Number of activist board seats gained

9%

28%

Number of proxy fights

9%

25%

Long-term investors’ support of activists

18%

19%

Financial performance of activist funds
Decrease

Increase

18%

14%

Q18: How do you think shareholder activism will change in the next 12 months with regard to the following?
Base: 814–831
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

18
19

Activist Insight, “Activist Investing: An annual review of trends in shareholder activism,” 2017.
S&P 500 research; https://www.hedgefundresearch.com/family-indices/hfri
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The director-investor disconnect on ESG
In 2017, ESG issues gained traction. Shareholder proposals
that focused on environmental issues passed at S&P 500
companies for the first time.20 At all public companies,
average support for climate change shareholder proposals
jumped from 24% in 2016 to 32% in 2017.21
In a January 2017 letter to portfolio companies,
BlackRock’s CEO Larry Fink wrote that they need to think
about ESG as part of their long-term growth plan. Also
in 2017, Vanguard updated its proxy voting guidelines to
state that it may support environmental proposals that
have a demonstrable link to long-term shareholder value.22
We anticipate these shareholder initiatives will have even
more widespread backing going forward.

ESG expertise not a board priority
Percentage of directors who say they don’t
have and don’t need the following:
ESG/sustainability expertise

30%

But the majority of directors are not prioritizing
environmental issues in the same way. To begin with, a
number of directors don’t necessarily see the need for
expertise on their boards relating to ESG or sustainability.
Almost one-third (30%) indicate that they don’t have, and
don’t need, any expertise in this area—the highest such
response in any category.
Are boards thinking green? Not when it comes
to strategy.
Despite the increasing shareholder focus, many directors do
not believe environmental issues should impact company
strategy. Forty percent of directors say that climate
change should not be taken into account at all in forming
company strategy. And when it comes to threats to strategy
implementation, 42% of directors believe that environmental
concerns will not have any affect in the next three years.
Many investors emphasize that their environmental
focus relates to risk issues—not just societal impact. For
example, climate change could have effects from supply
chain to marketplace, both from a revenue growth and risk
management perspective.

International expertise

27%
Cybersecurity expertise

11%
IT/digital expertise

10%
Racial diversity

9%

Age diversity

5%
Gender diversity

4%
Q1: How would you describe your board’s current composition needs with
regard to:
Base: 848–885
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

20
21
22

42% of directors say that
environmental concerns will
not have any impact on
company strategy over the
next three years

Q27: To what extent do you anticipate
needing to change or modify your company’s
strategy in the next three years due to any of
the following threats to strategy execution?:
Environmental concerns

42%

40% of directors think
climate change should not
impact company strategy
at all

Q26: To what extent do you think your
company should take the following societal
issues into account when forming company
strategy?: Climate change

40%
Not at all

Base: 805–818
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Occidental Petroleum Corp., PPL Corp. and Exxon Mobil.
See Gibson, Dunn & Crutcher LLP, “Shareholder Proposal Developments During the 2017 Proxy Season,” July 12, 2017.
Available at https://about.vanguard.com/investment-stewardship/voting-guidelines/
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The director-investor disconnect on ESG (continued)
Incorporating other social issues into
company strategy
Which major social issues are impacting boardroom
discussions on strategy? About five out of six directors
indicate that health care availability and cost should, at least
somewhat, affect company strategy. But they view other
major issues as playing a comparatively insignificant role.
At least 40% indicate that income inequality, immigration
and climate change should not have any effect on company
strategy—at all.

Yet these are issues that major institutional shareholders
are urging companies to address. BlackRock, for example,
clearly stated in 2017 that it is looking to see how company
strategy reflects and recognizes the impacts of uneven
wage growth, environmental factors that could affect the
company and a backlash against globalization.²³ State Street
Global Advisors and Vanguard also put a spotlight on these
issues in letters to their portfolio companies, urging boards
to increase disclosure on their strategic approach to climate
change and other key social issues and risks.²⁴

Which social issues should impact company strategy?

Health care availability/cost
Resource scarcity

21%

Human rights

32%

43%

16%

14%
29%

49%

18%

Employee retirement security

Income inequality

50%

20%

Climate change

Immigration

58%

28%

40%
60%

24%

9%

42%

49%

8%

42%

51%

Very much

Somewhat

Not at all

Q26: To what extent do you think your company should take the following societal issues into account when forming company strategy?
Base: 816–819
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

23
24

BlackRock, Larry Fink’s Letter to CEOs, January 24, 2017.
 tate Street Global Advisors, CEO Ron O’Hanley’s letter to board members, January 26, 2017.
S
Vanguard, “An open letter to directors of public companies worldwide,” August 31, 2017.
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Strategy oversight
Challenging management is a challenge

A concerning number of directors say the information they
receive is “lacking” in the areas of emerging/disruptive
technologies (22%), strategic options that management
rejected (23%), customer/supplier feedback (25%) and
views of management below the C-suite (31%).

The job of steering a company’s strategy is split between
management and the board. While management largely
designs the strategy and is responsible for its execution,
the board contributes to strategy formation, oversees its
implementation and provides ongoing monitoring.

When it comes to
strategy oversight

Overall, directors give management extremely high marks in
strategy. From communicating the proposed strategy to the
board, to involving the board in forming strategy, directors
overwhelmingly agree that their management teams excel.

60%

So how are directors themselves doing when it comes
to strategy oversight? While the frequency of strategic
discussions is encouraging (71% say they discuss strategy at
every board meeting) the reported tenor is not. Surprisingly,
only 60% of directors say their boards strongly challenge
management’s assumptions when discussing strategy.
And while 93% say their management teams are at least
somewhat effective in providing the appropriate materials
to evaluate the company’s proposed strategy, there are key
areas in which the information flow may be a problem.

only
of directors say their
boards strongly
challenge management
assumptions

60%
Q22: Which of the following reflect your board practices regarding strategy oversight?
(Select all that apply.)
Base: 819
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Management gets high marks on strategy

66%
58%

55%

Communicating proposed
strategy to the board

Very effective

7%

6%

3%

Responding to
director input
on proposed strategy

Somewhat effective

51%
42%

39%

38%

36%

31%

53%

Providing the appropriate
materials to evaluate
proposed strategy

8%
Openly communicating
risks to implementing the
proposed strategy

7%
Involving the board in
forming the strategy

Not very/not at all effective

Q21: Regarding strategy at your company, how effective do you think management is at the following?
Base: 832–837
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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How good is the information the board gets on strategy?

Key challenges to delivering
on the strategy

46%

Competitor analysis

30%

Emerging/disruptive technologies
that could impact the company

22%

Strategic options that
management rejected

22%

Customer/supplier feedback
Views of members of management
below the C-suite

50%
52%
56%

Excellent

23%

56%

18%

25%

51%
Adequate

18%
22%

55%

20%

4%

31%

Lacking

Q23: In connection with your board’s strategic oversight role, how would you
describe the quality of the information you receive in the following areas?
Base: 825–832
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Behind the numbers: Gender and
strategic threats
Spotting strategic threats
Considering the pace of change, companies and boards need
to be agile in addressing threats to executing their current
strategy, as well as disruptions to their entire business
model. The threats that directors think are most likely to
affect company strategy in the next three years are the speed
of technological change and uncertain economic growth.
Over 90% of directors think that these threats are at least
somewhat likely to require a change to company strategy.
Directors are also particularly concerned with changing
consumer behavior and changes in the regulatory climate.

Male and female directors have very different views on
strategy execution. Women are more likely to think that
certain threats will require a change to company strategy in
the next three years. Female directors show more concern
in every area, and especially when it comes to social
instability and environmental concerns.
Social instability

Environmental concerns

67%
49%

76%
54%

Which threats are less threatening? Almost half of
directors don’t anticipate their companies having to make
any changes to strategy to address social instability or
environmental concerns.
Female directors
Male directors
Q27: To what extent do you anticipate needing to change or modify your
company’s strategy in the next three years due to any of the following
threats to strategy execution? (Select all that apply.)
Base: 666–668 (Male); 129 (Female)
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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What will drive strategic change?
Speed of technological change

49%

Changing consumer behaviors

42%

43%

Changes to the regulatory environment

51%

31%

Uncertain economic growth
Cyber threats

52%

16%

Changes to trade treaties/policies

51%

15%

Environmental concerns

14%

Lack of availability of key skills

14%

47%
43%

Very much

48%
Somewhat

8%
18%
33%
38%
42%

50%

8%
Social instability 4%

14%
61%

30%

Geopolitical uncertainty

16%

42%

36%

9%

36%
48%

Not at all

Q27: To what extent do you anticipate needing to change or modify your company’s strategy in the next three years due to any of the following threats to strategy
execution? (Select all that apply.)
Base: 800–812
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

PwC perspective: Getting the right information on risk
At first blush, it looks like directors are satisfied with how management is connecting strategy and risk. Indeed, 92%
of directors told us that management is at least somewhat effective in communicating the risks to implementing the
proposed strategy.
Yet if strategy is supposed to focus on delivering long-term shareholder value, the information directors receive on risk
may be missing the mark. Most directors (86%) say it’s very or somewhat challenging for their board to: (1) evaluate
competitive threats and (2) understand emerging/disruptive technologies. And only 22% rate the quality of information
they get on emerging/disruptive technologies as excellent.
Emerging and disruptive risks are often the most difficult for management to predict and for a board to oversee. It’s
especially difficult to imagine that a company’s core source of competitive advantage now may not matter in a few years.
What can boards do? Encourage the company to develop key risk indicators. These can show when certain scenarios may
be playing out and can be useful early-warning signs. Also, urge executives to seek more input from external parties who
are thinking more broadly about how emerging risks could impact the company and its industry. Getting that input is one
thing. Ensuring executives don’t dismiss it out of hand is another.
For more information, explore our Risk Oversight Series.
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Executive pay in the spotlight
Six years after investors began voting on executive
pay through advisory say on pay votes, directors are
still somewhat ambivalent about their executive pay
plans. They overwhelmingly say that incentive plans
promote long-term shareholder value, and many of
the more “problematic” pay practices, such as tax
gross-ups, have fallen by the wayside. Compensation
committees are focusing on aligning executives’ interests
with shareholders’ interests, and to tying pay with
company performance.

Yet 70% of directors at least somewhat believe that executives
in the US are overpaid. Two-thirds (66%) at least somewhat
agree that executive compensation exacerbates income
inequality.
With directors responsible for approving CEO pay, why are
they unhappy with the pay levels? The prevalence of peer
group comparisons and a competitive environment for
executive talent may be driving compensation committees
to set levels of compensation that most directors agree are
generally too high. And as companies’ stock prices continue to
rise along with the US markets, the value of executive equity
awards is also rising.

Reflecting on executive pay

Incentive plans promote
long-term shareholder value

52%

The media unfairly criticizes
executive pay

45%

40%

Proxy advisors have too much
influence on executive pay

48%

39%

Compensation consultants
have too much influence

44%

28%

Executive pay exacerbates
income inequality

50%

21%

Investors focus too much on
executive pay

18%

Executives are overpaid

18%
Very much

45%

Somewhat

12%
17%
22%
34%

60%
52%

3%

22%
30%

Not at all

Q32: To what extent do you agree with the following regarding executive pay in the US?
Base: 816–822
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Board oversight in an increasingly digital world
Boards recognize the IT and cybersecurity
expertise gaps
Considering the critical importance of IT oversight and
cybersecurity, it’s not surprising that almost three-quarters
of directors say that their board needs directors with that
expertise, or needs more of them. Less than one-fifth of
directors are satisfied with the current levels of expertise
on their boards. Only 19% say they have enough IT/digital
expertise and don’t need more, and only 16% say the same
about cybersecurity.

Directors say their boards should continue to look for more
expertise in cybersecurity and IT/digital

Cybersecurity

39%

PwC perspective: Cybersecurity is a full board
responsibility
Cybersecurity is a key strategy and enterprise risk
management issue that affects the entire company. So
the full board really needs to be engaged. But only 30%
of directors indicate that their full board has primary
responsibility for overseeing cybersecurity, while half tell us
that the responsibility lies with the audit committee.
Boards currently allocating cybersecurity oversight
responsibility to the audit committee should consider
whether a full board approach may make more sense. Audit
committee agendas are already full with tasks that cannot be
allocated elsewhere. In addition, because cybersecurity is a
pervasive risk, it warrants the more diverse perspectives of
the full board.
Regardless of the chosen approach, each director on the
board should understand, and be comfortable with, the
company’s level of preparedness for a cybersecurity attack.

33%

IT/digital expertise
Assigning oversight of cybersecurity

45%
27%
Have it but still need more

Separate IT
committee 4%

No board oversight, to the
best of my knowledge 4%

Separate risk
committee

12%

Don’t have it but need it
Q1: How would you describe your board’s current composition needs with regard to:
Base: 873–878
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

The full
board 30%

Audit committee

50%

Q19: Who on your board is primarily
responsible for overseeing cybersecurity risks?
Base: 849
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Are directors ready for a breach?

However, they are less confident that their company has
identified who might attack its digital assets. One-quarter of
directors say they are not sufficiently or not at all comfortable
that their company had identified those threats—an increase
of five percentage points from last year. Almost one in five
directors (19%) think that their company has not adequately
tested its cyber response plans, and is not adequately
reporting to the board on cybersecurity metrics.

After years of attention in this area, the good news is
that directors report that their companies are making
improvements in cybersecurity readiness.
Directors are most confident that their company has
identified its most valuable and sensitive digital assets, and
has identified the right parties responsible for cybersecurity.
Eighty-nine percent and 88% of directors, respectively, are
at least moderately confident in each of these areas. These
numbers improved over last year, when 80% and 81% of
directors, respectively, said the same.

Companies’ cybersecurity readiness
Has adequately identified the
parties responsible for cybersecurity

52%

Has a comprehensive program to
address data security and privacy

44%

Appropriately tested its resistance
to cyberattacks

42%

Has identified its most valuable
and sensitive digital assets

32%

Has identified those parties who might
attack the company’s digital assets

19%
Very

Moderately

44%

12%

50%

37%

Has adequately tested cyber
incident response plans

12%

45%

39%

Provides the board with adequate
reporting on cybersecurity metrics

36%

57%

13%
10%

44%

19%

49%

19%
25%

Not sufficiently/not at all

Q20: How comfortable are you that your company:
Base: 842–849
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Board composition and diversity
1. How would you describe your board’s current composition needs with regard to:
85%

Financial expertise

65%

Risk management expertise

14%
29% 4%

62%

Industry expertise

34% 3% 1%

52%

Age diversity

32%

42%

Gender diversity

27%

35%

ESG/sustainability expertise

22%

25%

Racial diversity
IT/digital expertise
Cybersecurity expertise

7%

27%

13%

30%
33%

45%

16%

27%

39%

Have it and don’t need more

Have it but still need more

9%
10%

33%
Don’t have it but need it

4%

12%

33%

19%

5%

11%

43%

39%

International expertise

2%

11%

Don’t have it and don’t need it

Base: 848–885
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

3. Do you believe the following about any
of your fellow board members? (Select all that apply.)

2. In your opinion, how effective are the following practices at
promoting board refreshment?
Strong focus on refreshment from
board chair or lead director

44%

Full board/committee
self-assessments

32%

Mandatory retirement age

30%

Individual director assessments

30%

Director term limits

21%

Seeking input from investors
8%
about board composition
Very effective

41%
40%
43%
40%

29%

Somewhat effective

43% 13%

Oversteps the boundaries
of his/her oversight role 15%

27%

Reluctant to challenge management 14%

30%

Interaction style negatively
impacts board dynamics 13%

27%
38%

Advanced age has led to
diminished performance

12%

Lacks appropriate skills/expertise

10%

Consistently unprepared for meetings

7%

Serves on too many boards

6%

Board service largely
driven by director fees

6%

63%
Not very/not at all effective

Base: 875–883
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

None of the above apply

55%

Base: 875
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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4. In your opinion, how many directors on your
board should be replaced?

5a. In your opinion, is your board sufficiently diverse?
No 41%

More than two 5%
Two 16%

One 25%

Yes 59%

None 54%

Base: 882
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Base: 886
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

5b. Which of the following effects do you believe gender/racial diversity has had on your board?
50%

46%48%

43%
39%

45%
41%

44% 43%

32%
18%

18%

14%

13%

6%
Brought unique
perspectives to
the boardroom
Very

16%

11%
Enhanced
board
performance
Somewhat

Improved
our approach
to strategy/risk
oversight

Enhanced
company
performance

Improved our
relationships
with investors

N/A -We do not
have gender or
racial diversity

Has had
no benefit

Not at all

Base: 883
Source: PwC, 2017 Annual Corporate Survey, October 2017.

6. How important are the following factors in achieving diversity of thought in the boardroom?
Gender diversity

41%

Diversity of age

37%

Diversity of board tenure

46%

24%
54%
Somewhat

12%
23%

52%

13%
Very

10%

52%

31%

Racial diversity

11%

54%

36%

International background

Diversity of
socioeconomic background

48%

24%
33%

Not at all

Base: 878–884
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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7. What steps has your board taken to increase its diversity? (Select all that apply.)
Prioritized diversity as a critical criterion for search firms

57%

Nominated a director with no prior
public company board experience

43%

Recruited from outside the C-suite

41%
18%

Identified and mentored potential director candidates

13%

Other action not listed
Sought director recommendations from shareholders

6%

We have taken no action to increase our board’s diversity

13%

Base: 881
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

8. How would you characterize the evolution of gender diversity in US boardrooms? (Select all that apply.)
It’s happening too slowly

41%

It’s happening at the right pace
It’s happening too quickly

35%
2%

There is too much focus on gender diversity
There is not enough focus on gender diversity

27%
9%

Base: 882
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Board practices
9. In response to the results of your last board/committee assessment process, did your board/committee decide to
do any of the following? (Select all that apply.)
Add additional expertise to the board

35%

Change composition of board committees

31%

Diversify the board

15%

Provide counsel to one or more board members

15%

Not re-nominate a director

15%

Use an outside consultant to assess performance
Provide disclosure about the board’s
assessment process in the proxy statement
We did not make any changes

14%
10%
32%

Base: 868
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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10. Should your board change the amount of time it spends on any of the following areas?
Strategic planning

16%
13%

Cybersecurity

Capital allocation

5%
5%

Crisis management/planning

2%

Executive compensation

1%

ESG/sustainability

1%

34%

49%

10%

Risk assessments
and risk management

36%

53%

12%

IT/digital strategy
CEO succession planning

48%

33%

37%

1%

56%

1%

28%

66%
58%

36%
34%

62%

16%

80%
21%

72%

Much more time and focus

Some more time and focus

Base: 850–859
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

No change

1%
1%
3%

6%

Less time and focus

11. How effective is your board leadership (independent chair/lead director) in the following areas?
Obtaining board consensus

26%

72%

Conducting meetings
effectively and efficiently

68%

2%

27%

4%

Providing counsel to the CEO

67%

29%

4%

Considering individual
director views

66%

30%

3%

Challenging the CEO
when necessary

33%

62%

Communicating
with shareholders

32%

Dealing with
underperforming directors

49%

30%
Very effective

20%

45%

Somewhat effective

5%

24%

Not very/not at all effective

Base: 786–852
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

12. To what extent do you agree with the following about proxy access?
62%
54%

63%

57%

49%

30%
23%

28%

16%

25%
13%

33%

30%
12%
4%

Is an important
shareholder right

Is unlikely to have any
practical effect

Encourages shareholder
dialogue

Base: 825–845
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Is likely to be used by
shareholders to
nominate directors
Very much

Is likely to lead
to more board diversity

Somewhat

Not at all
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Shareholder communications and activism
13. How would you assess the board presentation skills
of the following individuals at your company?
Chief financial officer
62%

35%

3%

General counsel
52%

39% 5%

4%

14. Enhanced proxy disclosure: Do you believe that
additional proxy disclosure in any of the following
areas would improve either shareholder relations or
annual meeting voting results? (Select all that apply.)
Note that this question received an unusually low response rate.
Shareholder
engagement

Board
diversity
55%

Head of internal audit
38%
Head of investor relations
37% 7%

32%

26%

46% 6% 10%

35%

48%

Risk
oversight

Executive
compensation

21%

44%

Controller
33%

47% 5%

43%

16%

Chief information officer
26%

44% 10%

Board
self-assessments

20%

41%
21%

ESG/sustainability

36%

Head of tax
21%

41% 7%

20%

31%

Chief information security officer
19%

40% 7%

Adequate

Lacking

15%

Audit committee
oversight

33%

32%
Excellent

34%

26%

N/A or no contact

Base: 850–859
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Shareholder relations
Proxy voting

Base: 445
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

15. Under which of the following circumstances is it appropriate for directors (other than the CEO) to meet
with shareholders? (Select all that apply.)
An activist investor takes a
position in the company

48%

Significant crisis at the company
(e.g., fraud, cyber breach, environmental disaster)

46%

Negative say on pay recommendation
from a proxy advisory firm

46%

Shareholder proposal related to
board composition (e.g., proxy access)

42%

Negative director recommendation
from a proxy advisory firm

40%

Regular dialogue on a variety of governance
matters not triggered by a current issue or crisis

22%

Directors (other than the CEO)
should not meet with shareholders

23%

Base: 823
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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16a. Has your board (other than the CEO) had direct
engagement with investors within the past 12 months?

16b. On which of the following topics did a member of
your board (other than the CEO) engage in direct
communications with shareholders? (Select all that apply.)

Don’t know 7%

Strategy oversight

No 51%

37%

Executive compensation

36%

Capital allocation

27%

Board composition

26%

Management performance

24%

Shareholder proposals

Yes 42%

21%

Other
Base: 848
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Risk management oversight

16%
7%

Don’t know 5%
Base: 349
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

16c. To what extent do you agree with the following concerning your board’s direct engagement with investors
within the past 12 months?
57%

55%

51%

48%

47%

39%

38%
29%
23%

27%
21%

24%

16%

15%

10%

The right investor
representatives were
present at the meeting

It positively impacted
(or is likely to positively
impact) proxy voting

Investors were wellprepared for the
engagement

The board received
valuable insights from
the engagement
Very much

It positively impacted (or is
likely to positively impact)
investing decisions
Somewhat

Not at all

Base: 316–335
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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17. In the past 12 months, has your board done any of
the following regarding actual or potential
shareholder activism? (Select all that apply.)

18. How do you think shareholder activism will change
in the next 12 months with regard to the following?
Number of activist campaigns

Regularly communicated with
the company’s largest investors

39%

40%

52% 8%

Company willingness to negotiate/engage with activists

Reviewed areas of weakness in
company strategy that could be
targeted by activists

32%

27%

64%

4%

Number of activist board seats gained

Used a stock-monitoring service to
receive regular updates on
ownership changes

25%

Engaged a third party to advise
the board on potential activism

25%

28%

63% 9%

Number of proxy fights

Revised executive
compensation structures

15%

Changed board composition

15%

We took no action

25%

66% 9%

Long-term investors’ support of activists

19%

63%

18%

68%

18%

Financial performance of activist funds

14%
34%
Increase

Base: 809
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Stay the same

Decrease

Base: 814–831
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Cybersecurity
19. Who on your board is primarily responsible for
overseeing cybersecurity risks?

20. How comfortable are you that your company:
Has adequately identified the parties responsible for cybersecurity

Separate IT
committee 4%

No board oversight, to the
best of my knowledge 4%

52%

36%

12%

Has a comprehensive program to address data security and privacy

Separate risk
committee

44%

12%

44%

12%

45%

13%

Appropriately tested its resistance to cyberattacks

42%
The full
board 30%

Has identified its most valuable and sensitive digital assets

39%

50% 10%

Provides the board with adequate reporting on cybersecurity metrics

37%
Audit committee

50%

Base: 849
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

44%

19%

Has adequately tested cyber incident response plans

32%

49%

19%

Has identified those parties who might attack the company’s
digital assets

19%
Very

57%
Moderately

25%

Not sufficiently/not at all

Base: 842–849
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Strategy and risk
21. Regarding strategy at your company, how effective do you think management is at the following?
66%
58%

55%

Communicating proposed
Responding to director
Providing the appropriate
strategy to the board
input on proposed strategy
materials to evaluate
proposed strategy
Very effective

Base: 832–837
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

22. Which of the following reflect your board practices
regarding strategy oversight? (Select all that apply.)
We discuss strategy at
every full board meeting

71%

60%

Somewhat effective

Involving the board
in forming the strategy

Not very/not at all effective

23. In connection with your board’s strategic oversight
role, how would you describe the quality of the
information you receive in the following areas?
Key challenges to delivering on the strategy

50%

4%

Competitor analysis

30%

52%

18%

Emerging/disruptive technologies that could impact the company

We dedicate an off-site meeting
to strategy discussions

56%

22%

56%

22%

55%

23%

56%

25%

Strategic options that management rejected

We have a contrarian voice
on the board

We use third-party advisors to
evaluate management’s proposed
strategy and alternatives

Openly communicating
risks to implementing
the proposed strategy

7%

46%

We strongly challenge
management assumptions

We periodically visit a customer/
distributor/supplier site to enhance
understanding of the company’s
business and related strategies

42%

8%

7%

6%

3%

51%
39%

38%

36%

31%

53%

33%

22%
Customer/supplier feedback

21%

20%

Views of members of management below the C-suite

18%

51%

31%

18%

Base: 819
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

The governance divide: boards and investors in a shifting world

Excellent

Adequate

Lacking

Base: 825–832
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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24. When it comes to strategy oversight, how
challenging are the following areas for your board?

25. To what extent do the following stakeholders have
an inﬂuence on your company’s business strategy?
Customers and clients

56%

Balancing short-term and long-term focus

33%

49%

18%

34% 10%

Government and regulators

43%

Linking capital allocation to strategy

27%

41%

32%

34%

26%

60%

14%

19%
61%

14%

24%

55%

12%

20%

4%
26%

54%

29%

45%

44%

21%

75%

Social media users

1%

Reviewing the impact of megatrends such as demographic
shifts and climate change

26%

Activist shareholders

Linking compensation plans to strategy

51%

54%

Supply chain partners

Identifying the right metrics to evaluate the execution of the strategy

18%

58% 8%

Institutional shareholders

Evaluating/identifying competitive threats

25%

14%

Employees

Understanding emerging/disruptive technologies

24%

43%

23%

76%

The media

1%

26%

73%

Non-profit activist groups
Very

Somewhat

1%

Not at all

12%

87%

Significant influence
Base: 829–832
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Some influence

Little or no influence

Base: 816–821
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

26. To what extent do you think your company should take the following societal issues into account when forming
company strategy?
28%

Health care availability/cost

21%

Resource scarcity

40%
60%

9%
8%
Very much

32%

43%

16%

Employee retirement security

Somewhat

14%
29%

49%

18%

Climate change

Income inequality

50%

20%

Human rights

Immigration

58%

24%

42%

49%

42%

51%

Not at all

Base: 816–819
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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27. To what extent do you anticipate needing to change or modify your company’s strategy in the next three years due to
any of the following threats to strategy execution? (Select all that apply.)
49%

Speed of technological change

42%

43%

Changing consumer behaviors

42%

36%

Changes to the regulatory environment

16%

51%

30%

Cyber threats

52%

18%

Increasing tax burden
Geopolitical uncertainty

15%

Environmental concerns

14%

Lack of availability of key skills

14%

25%

51%

33%

47%

38%

43%

42%
50%

9%

Exchange rate volatility

36%

40%

Social instability 4%

51%

48%

Very much

Somewhat

8%
18%

58%

16%

Changes to trade treaties/policies

14%
61%

31%

Uncertain economic growth

9%

48%

Not at all

Base: 800–812
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

28. Is your company considering making any of the
following changes as a result of the 2016 US elections?

29. How likely is it that the following technologies
will affect your company’s strategy over the next
two–three years?

Note that this question received an unusually low response rate.

Internet of things

(Select all that apply.)

Revising tax structures

62%

Re-evaluating capital
allocation strategy
Expanding hiring in the US

46%
14%

24%

42%

26% 9%

42%

29% 6%

Artificial intelligence

23%
Robotics

19%

38% 8%

36%

Drones

8%

63%

17%

11%

Virtual reality

Deferring foreign investments 8%
Switching from foreign to
domestic suppliers

6%

24%

57%

13%

3-D printing

7%

6%

20%

68% 7%

Blockchain

Moving operations to the US

6%

6%

18%

47%

30%

Augmented reality

Moving operations away
from the US

3%

5%

19%

Very likely
Base: 331
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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54%
Somewhat likely

Not very likely

22%
Don’t know

Base: 817–822
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Executive compensation
30. How effective are your company’s executive
compensation plans at:
Incentivizing long-term
shareholder value creation

31. How effective is your executive compensation disclosure at:
Allowing investors to
understand how
compensation plans work

Achieving appropriate total
compensation levels

61%

69%

60%

36%

60%

32%
52%

42%

37%

42%

8%

4%

Creating an appropriate
internal pay ratio between
executives and employees

Influencing say on pay
proxy voting

54%

58%
39%

4%

5%

Giving a full view of
performance targets

Avoiding excessive
risk-taking

36%

33%

3%

2%

Aligning performance
targets with strategy

62%

27%

38%

4%

Communicating the
compensation philosophy

8%

Avoiding boilerplate
language

36%

Very effective

Very effective

51%

Somewhat effective
Not very/not at all effective

Somewhat effective

11%

15%

Not very/not at all effective

Note: For the sections that do not add to 100%, the difference was directors who responded
don't know
Base: 819–821
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Base: 820–824
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017

32. To what extent do you agree with the following regarding executive pay in the US?
Incentive plans promote long-term shareholder value

52%

The media unfairly criticizes executive pay

48%

40%

Proxy advisors have too much
influence on executive pay

44%

39%

Compensation consultants have too much influence
Executive pay exacerbates income inequality

45%

50%

28%

Investors focus too much on executive pay

18%

Executives are overpaid

18%
Very much

60%
52%
Somewhat

12%
17%
22%
34%

45%

21%

3%

22%
30%

Not at all

Base: 816–822
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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Demographics
How long have you served on this board?
More than 10
years 33%

Are you?

What are the annual revenues of the company?

Female
16%

Two years
or less 14%
Male
84%

6–10 years
28%

More than $10
billion 19%

$5 billion to
$10 billion 16%

$1 billion to
$5 billion 40%
Less than
$1 billion 25%

3–5 years
26%

Base: 836
Source: PwC, 2017 Annual Corporate
Directors Survey, October 2017.

Base: 834
Source: PwC, 2017 Annual Corporate
Directors Survey, October 2017.

Base: 829
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Which of the following describes your board
leadership structure?

On which board committees do you serve?
(Select all that apply.)
Audit

74%

Non-executive independent
chair 52%

56%

Nominating and governance
Compensation

55%

Risk

18%
CEO chair with a lead
independent director 48%

Base: 765
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Base: 810
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

Which of the following best describes the company’s industry?
Industrial products

16%

Technology

10%

Banking and capital markets

9%

Other

9%

Energy (oil and gas)

8%

Consumer products

8%

Insurance

7%

Energy (power and utilities)

7%

Real estate

How many public company boards do you
currently serve on?
Two 30%

Three
14%

Four or
more 3%

One 53%

Base: 829
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.

5%

Note: Health services, retail, pharma and life sciences, media/entertainment/telecom, business and
professional services, and asset and wealth management industries comprised less than 5% each.
Base: 831
Source: PwC, 2017 Annual Corporate Directors Survey, October 2017.
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How PwC can help
To have a deeper discussion about how this topic might impact
your business, please contact your engagement partner or a
member of PwC’s Governance Insights Center.
Paula Loop
Leader, Governance Insights Center
(646) 471 1881
paula.loop@pwc.com

Project team
Shelley Wilson
Marketing Manager
Governance Insights Center

Terry Ward
Partner, Governance Insights Center
(612) 326 2066
terrence.j.ward@pwc.com

Elizabeth Strott
Research Fellow
US Thought Leadership Institute

Catherine Bromilow
Partner, Governance Insights Center
(973) 236 4120
catherine.bromilow@pwc.com

Nick Bochna
Project Team Specialist
Governance Insights Center

Paul DeNicola
Managing Director, Governance Insights Center
(646) 471 8897
paul.denicola@pwc.com
Leah Malone
Director, Governance Insights Center
(646) 471 4305
leah.l.malone@pwc.com
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Contacts in Spain

Ramón Abella
Leader Governance. Partner, PwC Spain
+ 34 915 684 600
ramon.abella.rubio@es.pwc.com

Mario Lara
Senior advisor, PwC Spain
+ 34 915 685 730
mario.lara@es.pwc.com

Manuel Martín Espada
Leader Clients and Markets. Partner PwC Spain
+ 34 915 685 017
manuel.martin.espada@es.pwc.com

Gemma Moral
Partner, PwC Spain
+ 34 915 684 467
gemma.moral@es.pwc.com

Patricia Manca
Partner, PwC Spain
+ 34 915 684 211
patricia.manca.diaz@es.pwc.com

Isabel Linares
Senior counselor, PwC Spain
+ 34 915 685 786
isabel.linareso@es.pwc.com

Marta Colomina
Managing director Marketing,
RSC and Foundation, PwC Spain
+ 34 915 684 063
marta.colomina@es.pwc.com

Ignacio García
Senior manager, PwC Spain
+ 34 915 684 256
ignacio.garcia.lopez@es.pwc.com
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