
       

 

 
 

Summary of December 4th diversity breakfast:  
Discussion of the Gadhia review proposals 

 
New Financial believes that diversity in its broadest sense is not only an essential part of running a 
sustainable business but a fundamental part of addressing cultural change in capital markets. This 
event in our breakfast series was a discussion of the initial proposals of the Gadhia review of women 
in financial services commissioned by the UK Government. The main themes of the discussion are 
below. 
 
Please note: This is not a summary of the views of the authors of the Gadhia review, instead it draws 
on market participants’ feedback on the main proposals of the review, which are –  

i) Publishing targets and annually reporting on them 
ii) Accountability at senior executive level for a strategic plan to improve gender diversity 
iii) Diversity targets as a metric for variable pay 

 
 
1) Change is coming 
Whether the capital markets industry likes it or not, the Gadhia review will mean changes to how the 
majority of companies approach gender diversity. The review’s initial proposals were the result of 
four months of engagement with different parts of the financial services industry, and they have 
strong political support from the Treasury. A consultation is seeking feedback on the proposals and 
while they may still be tweaked at the edges, thematically they form the core of the final 
recommendations of the review. The challenge is for the proposals to develop in a direction that leads 
to lasting change, not just another set of rules for the industry to work around.  
 
2) The journey towards target setting begins with data 
Few financial services companies publicly set targets – New Financial’s research* found only a 
quarter disclose diversity targets. For some, gender data is not gathered and analysed in the first place, 
for others, the data is strictly for HR’s eyes only. The Gadhia review will catalyse the discussion that 
needs to take place within companies to get used to the idea of collecting, analysing and sharing 
diversity data, both internally and externally. The industry may be shocked by the disconnect between 
how it sees itself and reality, but examining the data will begin the process of accepting that gender 
ratios at different levels of organisations shouldn’t be a secret.  
 
3) A numerical target vs a pledge to improve 
The Gadhia review proposes that firms should set their own targets and does not specify what those 
targets or their timeline should be. Setting a specific number may run the risk of companies making 
poor hiring decisions and staff of both sexes feeling that women are not being promoted on merit 
alone. A softer approach would be a public commitment to improve gender diversity, such as 
targeting “visible change”. However, best practice will likely require numbers rather than a statement 
of intent. Numerical targets can create internal competition and prompt managers and headhunters to 
think outside the box on recruitment, promotion and retention of women.  
 
4) Targets by seniority, division or role 
The Gadhia review is focusing on senior women, but the consultation does not define senior 
management or dictate whether gender ratios should be published by business line or role. A gender 
breakdown for the whole firm is a useful headline figure, but may mask an all-female HR department 
and male-dominated front office. The data has to be granular enough to offer insight into the 
challenges different business lines face in improving gender diversity. If companies are allowed to 
define their own disclosures, those definitions must be applied consistently year-on-year so progress 
can be tracked. However, such an approach will make peer and sector comparisons very tricky.  
 
 
*See New Financial’s research Diversity Disclosure, p10. Download a PDF here. 



5) Reporting on more than the numbers 
With so many companies only just starting to tackle gender diversity, narrative reporting that provides 
the context of what is being done to improve female representation is almost as important as 
publishing data and targets. Diversity has only recently become part of strategic reporting under the 
UK corporate governance code, and the amount and quality of disclosure has not been great so far, but 
will undoubtedly improve over time. A good standard of reporting sets up the framework for 
shareholders and other stakeholders to engage on the topic of diversity throughout the firm, not just at 
board level.  
 
6) Allowing an adjustment period 
There is a broad spectrum of enlightenment on diversity disclosure, as New Financial’s research* 
shows. The industry is going to need time to work out how to capture diversity data, interpret it and 
present it in a meaningful way. The Davies Review of women on boards was successful with a 
voluntary target over a five-year period, but building the executive pipeline is more complicated than 
altering board composition. A stepped approach, with an initial period of voluntary disclosure, 
followed by a shift towards comply-or-explain regime and then compulsory disclosure, would give 
even the smallest and most male-dominated sectors (hedge funds and private equity†) time to adjust.  
 
7) Raising the profile of diversity reporting 
Depending on the firm, diversity disclosure sits in annual reports, CSR reports, gender diversity 
reports, corporate websites, press releases or any combination of the above. Burying the disclosure in 
a CSR report or elsewhere marginalises diversity. If the chief executive or chairman has to sign off on 
diversity as part of their strategic statement in the annual report, it shows that diversity data matters 
and is a business metric. Annual reports are often criticised for their bulk and unreadability, so a 
logical place for detailed diversity disclosure would be on the corporate website but clearly signposted 
from highlights in the annual report. 
 
8) Making senior executives accountable 
Accountability is essential to ensure progress. Only when diversity is part of the overall strategy of a 
company, in terms of driving performance and improving decision-making, can there be a real shift in 
mindset to achieve gender balance. Each firm has to identify the levers that drive performance and 
who is responsible for pulling those levers, and those will be different in different companies and 
across different business lines. But the tone has to come from the top, and it has to be integrated into 
the everyday functioning of the business, not delegated to a function of HR. 
 
9) Linking diversity to bonuses 
Including diversity targets as a metric for variable pay makes sense in theory to strengthen 
accountability and avoid gaming of targets, but in practice it is less clear-cut. The majority of bonus 
awards are based on financial measures. Many companies do already allocate a relatively small 
portion of the bonus to non-financial metrics, such as behaviour, culture and talent development, 
which may incorporate diversity, but improving diversity is rarely a specific factor in the calculation 
of bonuses. Given the emphasis placed on financial measures, the challenge will be in ensuring the 
portion of bonus allocated to meeting diversity targets is big enough not to ignore.  
 
10) Constructing a framework for best practice in diversity disclosure 
For a diversity disclosure initiative to meaningfully add to the debate, it is essential to create a 
framework for engagement both internally within companies and externally with shareholders, 
regulators and other stakeholders. Activist investors regularly vote against boards with no women, but 
such actions have not been extended to executive committees, as there is far less visibility on who sits 
on the exco. It is vital that the discussion of what good disclosure looks like begins with the final 
Gadhia report, rather than ends with it.  
 
 
†See New Financial’s research Counting Every Woman, p4 and p9. Download a PDF here.  
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