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About
Diligent Institute
Diligent Institute seeks to help corporate leaders be more effective by providing
cutting-edge insights on corporate governance, by amplifying the voices of
diverse corporate leaders, and by broadly sharing all that we are learning about
modern governance practices. Founded in 2018, Diligent Institute serves as the
global corporate governance research arm and think tank of Diligent Corporation,
the largest SaaS software company in the Governance, Risk and Compliance
(GRC) space. We produce original research both on our own and in collaboration
with partners, including institutions of higher education and thought leaders in the
corporate governance space. We produce over a dozen reports each year,
ranging from our monthly Director Confidence Index, which measures how
corporate directors are feeling about the economy, to in-depth reviews of issues
such as ESG (environment, social, governance) practices, to our AI-powered
Corporate Sentiment Tracker that analyzes data from thousands of public sources
to discern what’s on the minds of corporate leaders. Diligent Institute is funded
solely by Diligent Corporation.
Learn more about the Institute at diligentinstitute.com.
Learn more about Diligent at diligent.com.
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About Esade Centre for
Corporate Governance
The Centre for Corporate Governance aims to become a leading reference centre in
the field of corporate governance in Spain, helping to i prove good governance at
companies and institutions. Its comprehensive approach to emerging challenges in
corporate governance combines actions ranging from research, social debate and
influencing policyma ers, to training for directors in best practices and trends and
community building with alumni.
Specificall , it develops its corporate governance activity around the following
areas: promotion of good governance and best practices; ethics and compliance;
sustainability and socially responsible investment; diversity, appointments, and
compensation; investors, proxy advisors & stakeholders; technology, digital
transformation, and innovation.
The Corporate Governance Centre is a combined initiative of Esade, PwC, Esade
Alumni, Georgeson, and Diligent. Both Esade and the partners actively participate in
the planning and development of the four lines of work.

Learn more at Esade Center for Corporate Governance.
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Executive Summary
As pressure increases for companies to take action
on ESG, the question remains: How well-aligned is the
board to environmental and social goals?
In collaboration with the Esade Centre for Corporate
Governance, the Diligent Institute set out to learn more
about how board effectiveness is related to progress
on Environmental and Social (E&S) goals. In our
analysis, we sought to answer the following questions:
1. What is the correlation between metrics used to
measure board effectiveness and metrics used to
rate Environmental and Social performance?

2. Which expertise and skill-set backgrounds at the
board level are correlated with board effectiveness?
3. Are companies with Sustainability Committees likely
to also have higher E&S scores?
This report was originally published by our research
partner, Esade Centre for Corporate Governance, in
Spanish. It is an abridged and translated version of the
original piece, which was published in April 2022.

Methodology
We analysed 5,295 public companies in Australia,
Japan, the European Union (E.U.), the United States
(U.S.), Canada and the United Kingdom (U.K.). Fifty
percent of the companies analysed are headquartered
in the United States. Thirteen board effectiveness
metrics collected from company reports and public
filings by Diligent Compensation and Governance Intel
were used. These practices include:
• Board size
• Gender equality
• Age dispersion
• Nationality dispersion
• Board expertise
• Board independence
• Director interlocks
• Over-boarding
• Tenure of independent director
• Senior Independent NED on Board
• CEO duality*
• CEO succession plan
• Classified board use
* Chair and CEO positions in a company are held by same individual.

This set of 13 metrics are applied as the fundamentals
to determine correlation with the E&S scores of
surveyed companies using data from Refinitiv.
Additionally, eight areas of expertise of board
members and their degree of association with E&S
scores are analysed, including:
• Leadership
• Non-executive
• Executive
• Industry and sector
• International
• Corporate governance
• Finance
• Technology
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ESG Score Grade
Refinitiv ESG Scores transparently and objectively
measure ESG performance, engagement and
effectiveness, based on public information. It collects
and calculates more than 450 ESG measures at the
company level, of which a subset of 186 of the most
relevant and comparable measures according to the
industry are used in the evaluation and scoring

process of each company. These measures are
grouped into 10 main categories that constitute the
score for each of the three pillars and the final ESG
score. A graphic description of the ESG evaluation
and scoring process is detailed below.

ESG score by Refinitiv

ESG SCORE

ENVIRONMENTAL

CATEGORIES

• Resource Use
• Emissions
• Innovation

SOCIAL
• Workforce
• Human Rights
• Community
• Product
Responsibility

GOVERNANCE
• Management
• Stakeholders
• Corporate Social
Responsibility
(CSR) Strategy

INTEGRATED
ESG MEASURES

Of the 450+ ESG Metrics, 186 comparable measures are used in the ESG scoring

ESG METRICS

More than 450 data points, ratios and analytics

Source: Refinitiv
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Key Findings
ESG performance: 40% of the companies in our
sample are rated with a “C” score1. This implies a
satisfactory ESG performance and a moderate degree
of transparency in the reporting of non-financial
information, according to the Refinitiv workspace.
ESG performance by country: French companies lead
the way in terms of relative ESG performance, followed
by Switzerland and Spain. We also find a better ESG
performance among countries of civil law origin (such
as continental Europe) than among those of common
law origin (Anglo-Saxon countries).

Board diversity: Among the board effectiveness
metrics, board diversity has the strongest correlation
with E&S scores. On average, companies with
gender equality are associated with better E&S
scores (the correlation score between these two
variables equals 0.29).
Specialised committees and ESG performance:
Companies with specialised ESG committees tend to
outperform companies without them on ESG metrics.

ESG performance by sector: The data analysed
suggest that the industries with the best ESG
performance are materials, utilities and consumer
staples.

1. Refinitiv grades ESG practices and policies at companies from A- , with A being noted as the best relative score and F noted as the worst.
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Board Composition Snapshot

26%

of board seats are occupied
by women.

82%

of board positions are
occupied by local directors.²

66%

of board directors
are independent.

28%

of companies have a Lead
Independent Director.

2. Local directors are from the country in which they are serving as a board member.

19%

of companies have Chairman
and CEO positions held by
the same person.

84%

of board members have
Leadership (large teams
management) expertise.

8%

of directors have
Technology expertise.
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Results
Average E&S scores by country

Average ESG score by sector

When looking at companies’ E&S scores, we wanted to
know whether results would differ significantly based
on what country the company was headquartered in.

In addition to learning about how companies scored on
E&S metrics in each country, we also wanted to learn
whether certain sectors scored higher on ESG metrics
than others.

On average, we find that French companies have the
highest E&S score (74.27), which is more than double
the score of companies in the United States (U.S.).
French companies are followed by Spanish companies,
with an average E&S score of 69.41 points, and Italian
companies, scoring 65.15 points. We also find that listed
companies from civil law origin countries have a
relatively higher ESG score compared to the AngloSaxon listed companies.
Country

Average E&S Score*

Companies in the materials, utilities and consumer
sectors have the highest ESG scores in our sample,
with an average grade of B-. By comparison, companies
in the healthcare and financial sectors have the lowest
average scores. Notably, despite the energy sector’s
inherent proximity to environmental issues, companies
in the sector had an average ESG score of C+.
Sector

Average
ESG Score

ESG Score
Grade

Materials

54.92

B-

France

74.27

Spain

69.41

Utilities

54.90

B-

Italy

65.15

Consumer Staples

54.01

B-

Switzerland

64.60

Japan

63.42

Industrials

51.92

B-

Netherlands

60.07

Consumer Discretionary

49.13

C+

Germany

56.85

Information Technology

47.61

C+

Ireland

51.75

Communication Services

47.19

C+

Canada

48.61

United Kingdom

48.48

Energy

46.58

C+

Australia

41.78

Financials

46.44

C+

United States of America

35.32

Health Care

42.27

C+

Legal Origin

Civil

Common

* Out of a 100.

Country

Average
ESG Score

ESG Score
Grade

France

69.57

B+

Switzerland

66.51

B

Spain

64.35

B

Japan

62.30

B

Italy

62.22

B

Netherlands

59.16

B

Germany

58.85

B

Ireland

53.82

B-

United
Kingdom

52.81

B-

Canada

52.20

B-

Australia

46.39

C+

United States
of America

42.19

C+
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Gender, Age and Nationality Correlated with Higher
E&S Scores
To learn more about how board composition could
be influencing progress on E&S metrics, we studied
the correlation between different factors of board
effectiveness and the scores on E&S metrics.
The graph below shows how each of the board
effectiveness practices correlates with overall E&S
performance and in each of the E and S pillars. Having
higher gender parity³* shows a stronger correlation
to better E&S performance and in each of the E and S
pillars. Similarly, greater diversity in terms of director
age* is also related to better E&S performance.
Meanwhile, having a board with a greater proportion
of local directors, who are therefore less diverse in
terms of nationality⁴** , is correlated with lower E&S
performance and in each of the separate pillars.
Counterintuitively, a larger number of independent
directors* is not associated with better E&S
performance or in the social pillar, but it is related to
worse environmental performance.

However, having a senior/lead independent director* is
related to better E&S performance and better
performance in each pillar. In addition, having a lower
number of independent directors with tenure* is related
to better E&S performance and better performance in
each of the environmental and social pillars.
Boards with a variety of expertise represented* are
also related to better E&S and environmental
and social performance. Regarding the size of the
board, and counterintuitively, those larger boards** are
also related to better E&S performance and better
performance in each of the separate pillars.
It is also surprising that those companies with a CEO
succession plan* are not necessarily associated with
better E&S, environmental or social performance.
In contrast, boards with a classified structure**
are negatively related to E&S performance and
performance in each of the E and S pillars.

Board Effectiveness Practices and their Correlation with Environmental and Social Scores
0.25

Gender Equality

0.22

Age Dispersion
0.14

Board Expertise

0.30
0.29

0.26

0.23

Nationality Dispersion

0.26
0.25
0.25

0.19
0.18

0.15
0.16
0.17

Senior Independent NED on Board
0.07

Classiﬁed Board Use

0.09
0.09

0.07
0.08
0.09

Tenure of Independent Director
-0.05

Board Independence
-0.07

Interlocked Board Member

-0.08

Overboarding
CEO Succession Plan

-0.10

Board Size

-0.10
-0.09
-0.10

-0.05
-0.06

-0.08

-0.1

-0.05

* These metrics are positively associated with board effectiveness
** These metrics are negatively associated with board effectiveness
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with expertise in each of the different areas and
performance in E&S metrics and in each of the E&S
pillars. The graph shows that all areas of expertise are
positively correlated to E&S performance, except for
the industry and sector category. Therefore, having
a higher percentage of board members in any of the
other seven areas of expertise is associated with better
E&S performance and better performance in any of the
E&S pillars.

International, Governance and Executive expertise
have strong correlation with E&S scores
Similarly, we also wanted to learn whether having
directors with certain expertise types present on the
board influenced how that company performed on E&S
metrics.
The graph below shows the degree of correlation
between the percentage of board members

Areas of expertise and their correlation with Environmental and Social scores
0.37

International

0.34
0.38
0.14

Governance

0.10

0.12

0.11

0.08

Executive

0.10
0.08

Technology

0.05

0.07
0.08

Leadership

0.04

Financials

0.06

0.04

0.07
Non-executive

0.04
Industry
and sector

-0.17
-0.12
-0.10

0

Pillar S

10

0.10

Pillar E

0.20

E&S

0.30
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How important is the Sustainability Committee for
E&S issues?
As Sustainability Committees become a more popular
method for the board to oversee ESG issues, we
wanted to learn more about how these committees
are structured and whether having a Sustainability
Committee is correlated with higher E&S performance.
Of the 5,295 companies analysed, approximately 12%
have a Sustainability Committee, mainly a specialized
one (versus a hybrid type).⁵ In terms of membership,
the Sustainability Committee tends to have a high
degree of overlap with that of the Audit Committee.

According to our results, having a Sustainability
Committee is positively correlated with E&S
performance. Companies with a Sustainability
Committee score 19 points higher in E&S performance
when compared to companies without it, and
this difference is even more pronounced for the
Environmental pillar alone, for which companies with a
Sustainability Committee score 24 points higher than
their counterparts without one.
E&S, E and S Scores and the Sustainability Committee
(N = 4,591 companies)
70.00

Number and Percentage of ESG Committee
Members Sitting on Other Committees

60.00
50.00
40.00

7
30%

6
5

Sustainability Committee

No Sustainability Committee
64.27

60.84

57.40

49.48
41.32
33.15

30.00
20.00

4

20%

3
2

10%

1
0
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Audit

Nomination
& Selection

Remuneration

Number of ESG committee
members sitting on
respective committees

Risk

Other

0

10.00
0.00

E&S*

E Pillar*

S Pillar*

Statistically significant differences between both groups are denoted with an asterisk (*).

% of ESG committee members
on respective committees

The findings suggest that 33% of Sustainability
Committee members also serve on Audit Committees
in their companies, followed closely by the
Nomination Committee (29%). However, only about
5% of Sustainability Committee members also serve
on the Risk Committee of their companies.

5. Hybrid committee for the purpose of this study refers to the process whereby an existing traditional committee takes on additional responsibility for ESG/Sustainability oversight.
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Conclusion: Board Diversity is positively
correlated with environmental and social
performance (E&S)
The results of the study show that diversity on boards,
including with respect to gender, nationality, age, and
professional expertise or experience, have a high
degree of positive correlation with environmental and
social performance. Out of all the areas of diversity
analysed, gender diversity stands out the most.
Boards with higher levels of female representation
are also more likely to have all eight of our expertise
categories represented, reinforcing the idea that when
companies diversify their boards along gender lines,
they are also likely to bring in new and different skill
sets, and vice versa, diversifying the board along more
than one dimension with a single hire.
Previous research⁶ has shown that board diversity
adds value and leads to better financial, environmental
and social performance for companies. Additionally,
more diverse boards⁷ also demonstrate a greater
concern with and position in addressing social
inequalities, which are closely related to the

environmental, social and governance (ESG) pillars.
Based on our results, it is likely that having more
diverse boards gives an organisation the perspectives
and skills needed to achieve E&S goals.
In addition to ensuring diverse perspectives are
present in the boardroom, understanding ESG and
having proper oversight are key. A few years ago,
when technology and cybersecurity first became top
issue areas in the boardroom, research⁸ showed that
merely adding one or two directors with technology
expertise did not materially change the board’s
ability to understand and oversee cybersecurity and
cyber risk, and it wasn’t until at least three directors
had a foundational understanding of trends around
cybersecurity and digital innovation that progress was
made. Similarly, when it comes to ESG, regardless
of background or current expertise, all directors
should be engaging in upskilling around ESG through
education and keeping up on current developments.

6. Paul Gombers, Silpa Kovvali in Harvard Business Review, The Other Diversity Dividend, August 2018, https://hbr.org/2018/07/the-other-diversity-dividend
7. Stephanie J. Creary, Mary-Hunter ("Mae") McDonnell, Sakshi Ghai, and Jared Scruggs, in Harvard Business Review, When and Why Diversity Improves Your Board’s Performance,
March 2019, https://hbr.org/2019/03/when-and-why-diversity-improves-your-boards-performance
8. Weill, P., Scholten, G. & Woerner, S., in Massachusetts: MIT Center for Information Systems Research working with boards on digital, 2019 https://cisr.mit.edu/publication/2019_0901_PrincipalDigitalBoard_WeillScholtenWoerner
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Appendix
Guideline Definitions – Skills Matrix
Executive and nonexecutive expertise: This expertise
tag is assigned to individuals who have held executive
or nonexecutive positions in a listed or non-listed
corporation (foundations are excluded) for at least
two consecutive years. This group of individuals
includes senior global leadership, executive committee
members or equivalent positions, and members of a
board of directors.
Leadership expertise: The leadership expertise tag is
assigned to a professional who has occupied a senior
managerial and leadership role within a company
or unit, with responsibilities in the overall design,
development of the company or unit, as well as leading
a workforce.
Industry and sector expertise: This expertise tag is
assigned to professionals based on their curriculum
vitae after identifying the industries in which they
have worked in. When the industries of different
companies that they have worked in are common, then
a professional would be given the industry and sector
expertise. The Global Industry Classification tandard
(GICS) structure for industry and sector groups is used
as a basis for each company for which the individual
has worked.
Governance expertise: The governance expertise
tag is assigned to individuals who have worked as a
company secretary, legal counsel and/or in a position
with compliance responsibilities (e.g., compliance
officer). Professionals who have been members of
corporate governance committee will also receive
the governance expertise. The same applies to
individuals who are practicing governance at academic
institutions.

Technology expertise: This expertise tag is assigned
to individuals who have had extensive experience
in technology roles during their career. This would
include responsibilities for information technology,
software development, digital, cyber security, and
another IT-related departments. Individuals with a Ph.D.
in technology, information technology or computer
science will be automatically assigned with technology
expertise.
Financial expertise: The financial xpertise tag can be
earned through education and extensive experience.
Financial expertise is assigned to individuals who
have worked in a company as a principal financial
or accounting offic , controller, certified public
accountant, or auditor. It consists of individuals
who have experience in actively supervising the
aforementioned positions and/or overseeing or
assessing the performance of companies or public
accountants with respect to the preparation, auditing,
or evaluation of financial statements. Individuals will
also be given the financial xpertise if they have held
a public office that included financial-based roles, su
as finance minister or accountant general. An individual
with a Ph.D. in finance receives the financial xpertise.
The financial xpertise is also given to people who are
considered to have extensive exposure to the audit
committee.
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Board Effectiveness Scoring Methodology
Director Interlocks: Companies will be penalized
when one of the board members has another board
positions that shows a competing/overlapping/FATF
blacklisted country type of interlock. Different positions
will be penalized differentl .
Over-boarding: Companies will be penalized when
one of the directors is over boarded based on different
code criteria. Different positions will have different ove
boarding thresholds.
Gender Equality: This item looks at the percentage
of females on board and determined the score based
on different code criteria. erfect gender equality is
defined by a 50%-50% mix of gende .
Age Dispersion: This item looks at the age of
the directors and how many age “buckets” are
represented within the board. Perfect age dispersion is
defined by having all age “buc ets” represented by the
board between the age of 41 and 75.
Nationality Dispersion: This item looks at the
nationality of the directors and the percentage of the
board that is local based on the headquarters of the
company based on different code criteria. erfect
nationality dispersion is defined by a 50%-50% mix of
local/not-local.
Board Independence: This item looks at a combination
between the independence of the members
and its chairman. More specificall , it looks at the
independency of the Board of Directors or Supervisory
board based on different code criteria. erfect board
independency is defined by 100% of the board being
independent. Companies will be penalized when the
independency of the chairman of the board does not
meet the criteria of different codes

Senior Independent NED on Board: Companies will
be penalized when there is no senior independent
NED on board based on different code criteria. Senior
independent NED’s are defined by independent
directors having a Senior/Lead/Vice Chair/Deputy
Chair position. If the code does not require a senior
independent NED to be present within the company it
will not be penalized.
CEO/Chair combined: Companies will be penalized
when the Chairman and CEO position are fulfilled
by 1 individual based on different code criteria. If the
code does not require the Chair/CEO position to be
separated the company will not be penalized.
Tenure of Independent Director: Companies will be
penalized when there are independent Directors with
a tenure on their current position that is too long for
different code criteria. Independence is defined by t
company itself.
Board Expertise: This item looks at the number of
board expertise “buckets” that are represented by
individuals within the board. Perfect board expertise is
defined by having all xpertise “buckets” represented
at least 1 time by an individual within the board.
The buckets are the following expertise: Executive,
Nonexecutive, Industry and Sector, Financial,
Leadership and Technology.
Board Size: Companies will be penalized when the
board size is too low or big, based on different code
criteria. The number of board members will be counted
and checked if it falls within the code range.
CEO succession plan: Companies will be penalized
when there is no CEO succession plan in place based
on different code criteria. If the code does not require
the company to have a plan in place the company will
not be penalized.
Classified board use: Companies will be penalized
when there is a classified board based on differen
code criteria. If the code does not require the company
to not have a classified board the company will not be
penalized.
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