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Boards, IT Skills and Women — the Australian

Context

INTRODUCTION

In comparison to research on gender diversity on boards, little research has
been conducted on the diversity of board skills required for survival in our fast
dynamic world, where boards are becoming more responsible for IT strategy and
where skills to optimize technology strategy and execution for maximum

business value are in demand.

In this paper the importance of IT knowledge to overall board governance
and the value of women with IT skills as board members are explored. A gender
profile is developed from the Australian Stock Exchange (ASX), the Equal
Opportunity for Women Agency (EOWA) and the Women on Boards 2004
reports. A discussion on relative contributions to board performance is

undertaken.

Under the banner of diversity, research into board composition historically
has focused on gender issues — where more specifically the lack of women
appointed at board levels has been discussed. There is a significant volume of
research that verifies the lack of female representation on boards. One example
from the EOWA 2004 Census shows that for the top 200 companies listed on the

ASX at 30 June 2004, the number of women executive managers in Australia’s
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companies has increased since 2003 by 1.8% to 10.2%, while the number of
women board directors has increased since 2003 by only 0.2% to 8.6%.
Additionally, 42.0% of companies have no women executive managers and 62.1%
of women (but only 31.4% of men) occupy support positions — as opposed to the

line positions that ultimately lead to CEO or Board appointments.

This article draws links between IT skills, governance and women with IT

skills at the board level.

BACKGROUND

A view is emerging that the number of technology failures are increasing and
that corporate boards in Australia are failing to meet expectations in this area.
Various studies show that IT promises are rarely fulfilled, with failure rates as

high as 97% being quoted for some projects (da Cruz, 2003).

With this volume of failures resulting in poor organizational performance,
combined with increasing attention on corporate governance and a growing
realization that IT portfolios are complex, one would expect more enterprises to
implement frameworks for IT governance to more tightly focus their IT
processes, people, and priorities on achieving business goals. As Broadbent
(2004) says, “Lack of director experience in IT, or just plain ignorance, is an
increasing problem in the technology age. The business significance of IT
capabilities and assets is now very high”. Yet Broadbent further explains that

very few of the top 100 Australian boards have even one board member with top-

whyboardsneedIT.doc Page:2



AWISE Publication Why Boards need IT Skills

level expertise in integrating IT into business processes or envisioning how IT

might be changing their industry.

This is reflected by Turnidge’s (2002) findings: “In Australia board skills
continue to reflect legal, financial and engineering backgrounds, often with
relatively limited international experience or skills related to the knowledge
economy (such as science or technology).” Similarly, research firm Burson-
Marsteller (2004) reported that just 5 percent of the global Fortune 500

companies have a CIO or former CIO on their board.

The call to include technology skills on boards is further supported by Huff,
Maher and Munro (2004) who point out that boards are disinclined to discuss IT
and do not comprehend the associated risk. Drawing the conclusion that
“emerging technologies and changes in the business environment are redefining
the role of corporate boards with respect to IT governance. By asking the right
questions, bringing senior IT management into board discussions and recruiting
IT talent at the board level, boards can become much more effective in dealing

with IT issues.”

Increasingly, researchers are making the links between good governance,
diversity, and corporate performance. For example, Brown (2003) points to a
study that quantifies what many investors intuitively have guessed, that

companies with weak governance trail the market.
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The call for diversity on boards has been widely discussed. The best boards
know how to have a good fight. Diversity in experiences, skills, viewpoints,
perspectives, talents, and ideas is a positive (Sonnenfeld 2002). Diversity is
about enriching the leadership platform with different perspectives by having a
team of people with different frames of reference”. This is further supported by
Allen (2003), who states, “companies that will succeed in the 21°' century are the
ones that will learn and adopt fastest...and that embrace diversity of thought,

style and culture.”

WHY IT SKILLS

Case Study ID550 by Ovum (2003) advised that investment in IT “requires
consistent firm strategies, effective internal and external communication and a
careful assessment of risk. Implementation is often complex, with organizations
seeking to balance the needs of multiple stakeholders while ensuring a

satisfactory ROIL.”

Turnidge (2002) supports this view by warning that deciding what is good
governance in the technology age is becoming increasingly difficult. With IT
having such a direct and immediate effect, boards are as accountable for IT and
the associated strategic risks as they are for finances and legal compliance
issues. IT governance cannot be designed in isolation from the other key assets
of the firm (such as financial and human) and ultimately requires representation

at board level.
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The argument to include IT skills on boards is strongly supported by Burson-
Marsteller’s (2004) research, which found that boardrooms need to open their
doors to directors with technology skills and competencies in order to unleash
innovation and economic growth. Leading companies who had transformed the
business landscape by including technology experts on their boards delivered

annual returns 6.4% above their industry average.

Broadbent (2004) flags another key driver as being risk management: “IT
assets are now just one asset class among others that companies deal with... But
increasingly, if not managed appropriately and well integrated into the business
they leave organizations exposed to huge risk and competitive disadvantage.”
Broadbent further warns that boards don't always have expertise in “envisioning
how better IT-enabled business can improve positioning.” This skill and risk
profile is reflected by a statement made to Broadbent at a 2004 presentation: “I
don't want to see my company in the headlines for the wrong reasons. We suspect
we are at risk but we are not sure exactly how to assess that.” The author

suggests that IT expertise at board level might address this.

The issue can be brought down to risk, as Siwik & Randall (2004) indicate:
“The emerging standards of corporate governance are forcing businesses to
abandon their traditional silo-based risk management approach. As we have seen
with Enron, silo-based risk management permits business leaders to point the
finger elsewhere with nobody ultimately accepting responsibility ... Every
company, regardless of size, should work to measure, manage and monitor risk in

a coordinated manner. Businesses are a complicated blend of knowledge,
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technology, people, processes, and capital, and the only proper and effective

perspective is a comprehensive and strategic one.”

Thus we can draw the conclusion that if board governance is to be effective
within our changing environment where strategic issues include the significant
financial and operational issues associated with IT investment, then board
members must demonstrate an ability to understand the implications of IT
decisions. IT expertise belongs on the boards of companies alongside traditional

financial, legal and general management skills.

WHY WOMEN

There is no question of whether women are qualified: to be board members,
CEQ’s, scientists or other professional roles. That was decisively answered years

ago: some are and some are not, just as some men are qualified and some are not.

Research indicates one compelling reason to appoint women as board
members: improved performance/outcomes. Despite this, Australia lags behind
the USA and Canada, where 86% of US Fortune 500 companies and 62.4% of the
Canadian Financial Post 500 have at least one woman in an executive

management position.

This lag is demonstrated by the EOWA 2004 Census. It shows that women,

although 43% of the total Australian workforce, currently account for only 3.2%

of top executives, with only 5% in the line-officer pipeline. And according to the

whyboardsneedIT.doc Page:6



AWISE Publication Why Boards need IT Skills

ASX in 2003, women held only 8.4% of board directorships in the top 200 ASX
companies, and 47.3% of Australian companies had no female directors.
Therefore there is still a long way to go within Australia towards recognizing the
value of appointing women at board level and the resulting improved

performance.

The question to ask is, does selecting on gender necessarily result in
improvement in the business areas that count? This question was addressed by
Adler (2001), who tracked 215 Fortune 500 companies, comparing their financial
performance to industry medians. He found that “companies that smash the glass
ceiling also enjoy higher profits.” Furthermore, “the companies with the highest
percentages of female executives delivered earnings far in excess of the median

for other large firms in their industries.”

Brown, Brown and Anastasopoulos (2002) findings support those of Adler. It
tracked the financial well being of Canadian firms with two or more women on
their boards in 1995 to see where they stood six years later. It found that firms
with women board members were much more likely than companies with all-male

boards to be leaders when ranked by revenue or profit.

These findings are reflected in Australia in the 2004 EOWA census and the

2004 Women on Boards research, which indicated a significant trend of better

financial results for companies with female directors.
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Other studies show that boards with more women use more non-financial
performance measures such as more regularly reviewing customer satisfaction,
employee satisfaction, gender representation in management, improved
community relations, innovation and connection to a wider customer base. This
shows that appointment of female board members broadens the focus of issues
that boards consider. While these studies do not make a theory they do strongly
suggest a positive relationship between the presence of women on boards, good

corporate governance and financial performance.

Simply put, board diversity, specifically an increase in the number of women
board members, is good business. It strengthens governance, promotes
marketplace competitiveness, builds employee morale, and is a source of positive
Public Relations for shareholders and the public. And improved performance in
those areas adds up to improved financial performance (Women on Boards 2003

Report).

WHY WOMEN WITH IT SKILLS

Sonnenfeld (2002) poses some interesting questions: “How well can board
members with mostly similar experiences and backgrounds ensure that the full
range of strategic risks facing their organization have been identified?”, and
“How can board members with similar perspectives and frames of reference truly

assign a value to risk management and oversight?”
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The question of assessing risk begins to be addressed by Brown, Brown and
Anastasopoulos (2002) who found that more female than male directors pay
attention to audit and risk oversight and control; that women, more than men,
tend to consider the needs of more categories of stakeholders; and that women,
more than men, tend to examine a wider range of management and organizational
performance. In addition, the research found that 94% of boards with three or
more women (but only 58% of all-male boards) insist on conflict-of-interest

guidelines.

With respect to IT knowledge, the challenge is to locate board
representatives that are able to ask the right questions to unravel the “secrets” of
IT in such a way that other board members can appreciate the associated risk and
business imperatives without the need for technical detail, acronyms and other
jargon. Craig (2004) flags that “the research literature shows that there are many
people in Australia who have established that they believe passionately about the
need for diversity... They consider that women can bring a different perspective
and alternative skills that will help create better systems for all.” This is further
supported by Jamnik (2004), who advised that in the knowledge economy better

decisions will be made by including women in the decision process.

Thus the preceding discussion implies that if women with IT skills were

appointed at board level then:

more attention would be paid to associated IT risks
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implications of IT activity would be considered enterprise wide,
encompassing a wider field of stakeholders

better decisions would be made

IT strategy would be linked to business objectives

board performance would be improved

company financial performance would be improved.

ISSUES

Where are the women?
Anecdotal evidence in Australia is that those seeking board members advise
“they would have appointed a women but could not find one”, which raises the

question of “Where are the Women?”

Key issues that need to be considered when seeking suitable women for board
appointment are:
(a) women are not visible at executive levels
(b) an increasing number of women are departing corporate firms to establish
their own businesses, and
(c) the majority of firms (up to 97%) within the Australian IT industry are
small (less than 20 staff) not publicly listed firms (ABS 2002). This trend

appears evident globally.

Traditionally, board recruiting in Australia has tended to be fairly informal,

conducted largely through existing directors’ networks. Historically this has
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appeared to work, but it naturally limits the pool of potential candidates. The
author suggests that despite frequent claims to the contrary, there are talented
individuals who qualify as potential board nominees. The problem lies in the fact
that they may not be well known within directors’ networks because they are not

ex-CEOs or Directors of public companies.

This implies changes are needed to recruitment practices of boards for those
seeking to appoint women to boards and more specifically women with IT skills.
Such changes would incorporate actively seeking women who may not be visible
in the top 500 firms, but who possess the required skills and abilities but have

opted out for smaller organizations or set up their own businesses (Allen 2003).

More specifically, boards seeking women with IT skills ought to adopt a
strategy of aligning with industry associations that are attracting women with
business and IT skills. Interestingly, the past 2 years has seen an increase within
Australia of projects and programs targeted at attracting, registering and skilling
up board ready women (WIT, Women on Boards, AWISE) — therefore the pool of

potential candidates is increasing, and the issue is looking in the right places.

Women and Profits

More research is needed on cause and effect re the better financial
performance associated with appointment of women on boards: particularly in
gauging if it is due to the impact of women on boards, or if successful firms tend

to be less conservative and more innovative, and more likely to appoint women.
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Gender vs Individual

While a link between greater board diversity and company performance has
been established, research is required to determine how much of this is due to
more balance in gender etc per se, versus better selection of individuals with the

right skills outside of the reigning social group or network.

FUTURE TRENDS

Fundamentally this chapter is proposing 3 future trends:

(1) board governance to incorporate IT strategy

(2) appointment of people with technology skills, and more specifically
women with IT skills, onto boards, and

(3) modifications to the board appointment recruitment process to increase

the visibility of women who are not current or ex CEO’s.

This is about improving company performance, where a genuinely
representative board brings together individuals with different experiences, skills
and points of view. This suggests the need for careful consideration in the future
of the board composition, to better meet not only business needs of the company,
but with more emphasis on the skills required for understanding technology

impacts and directions.

CONCLUSION
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The focus of a significant volume of literature about diversity on boards has
been on gender issues. This chapter broadens the gender debate to include skills
and learning/communication styles, more specifically the inclusion of IT skills
on boards. In our dynamic world where boards are becoming more responsible
for IT strategy and investment, gender balance is only one aspect of this larger

issue.

This is summarized by Slater (2003) “The board in the business environment
in this century might be characterized as smaller, leaner, and more diversified,
with technology comprehension, business acumen and an energetic

entrepreneurial drive.”

It's not rocket science. We draw the conclusion that to enhance the ability to
succeed in the 21° century, IT skills belong on the boards of companies

alongside traditional financial, legal and general management skills.

The facts are:

(a) there is strong evidence that indicates that diversity (specifically
appointment of women) enhances board performance;

(b) we are in a fast paced society where technology is an underlying
infrastructure across many businesses and boards need to pay attention to
IT governance; and

(c) there is already an “invisible” pool of talented women with IT skills

suitable for appointment to boards: recruitment strategies just need to
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source these women to amplify the impacts and enhance board diversity

and performance.
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Terms and Definitions

Board/Board of Directors: includes commercial, government and not for
profit boards, and board members refers to executive and non-executive as well

as voluntary and ex officio appointments.
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Board composition: the mix of specific skills in areas such as marketing,
finance, law, risk management, industrial relations, asset management,
communications or public relations, economics, IT, change management and

broad strategic awareness.

Corporate Governance: promoting corporate fairness, transparency and
accountability. Governance is essentially about ensuring that business is
conducted properly. It is less about overt control and strict adherence to rules,
and more about guidance and effective and equitable usage of resources to ensure

sustainability of an organization's strategic objectives.

Diversity: refers to more than just representation of diversity of skills and
experience in the composition of the board. The board, in its directorship base,
should also possess a diversity of styles and views. Diversity refers to
differences across a range of demographic attributes including gender, age,
religion, ethnicity, national origin, physical and mental ability, level of

education, marital and family status and sexual orientation.

IT Governance: provides the framework and structure that links IT resources
and information to enterprise goals and strategies. As defined by Broadbent
(2002) IT governance specifies the decision rights and accountability framework
to encourage desirable behavior in the use of IT. It is not about IT management

and the detail of particular IT decisions and their implementation, rather about
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the arrangements for who makes critical decisions and who is accountable for

them.

IT /Information Technology: a term that encompasses all forms of
technology used to create, store, exchange, and use information in its various
forms. Reference to IT/Information Technology is deemed to include the ‘C’ of
“ICT” information and Communications technology, which is the technology

used to handle information and aid communication.

Knowledge Economy: “where the generation and exploitation of knowledge

play the predominant part in the creation of wealth” (United Kingdom

Department of Trade and Industry, 1998).

ROI: Return on Investment.
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