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Abstract 

Corporate Governance is an important facet to evaluate while studying a company from the purpose of 

investing. Traditional corporate governance models rely on the Number of Independent Board Members, 

their qualifications, the number of board meetings in a year, the compensation of board members, 

Whether the CEO is a Board Member or not among other things. I would like to add to this, the 

dimension of sex, race and religion. To be more specific, I would like to argue that the sex, race and 

religion of the board member also plays an important part in determining the efficacy of the board. I 

would like to humbly clarify that I am not sexist, racist or a bigot, but I would simply like to make the 

point in this paper that these things also matter. That is different sexes, races and religions have widely 

varying strengths and also some weaknesses. If we focus on the strengths that different communities and 

constituencies bring to the table, we can have a harmonious and effective board. As an example some 

constituencies might be extremely hard working, others might be good at business or finance while the 

third might be innovative. 
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At the time, one is evaluating a company to make an investment decision, one needs to evaluate the 

composition of the board. I would like to propose that one needs to also identify the sex, race and religion 

of the board member and the CEO and keep this factor in mind while making the investment decision. 

The way to identify the race or religion is by looking at the photograph and from the names of the board 

members. Different sexes, races and religions have different strengths and weaknesses. Some 

constituencies are industrious, some are innovative, some are very educated, some are athletic, some are 

strong willed and others have a good sense of humour. These factors are important and may even be the 

most important factor in how well the board and by extension, the company functions.  

So what makes an effective board? Should the Board Members be of the same constituency or should 

they be different. My studies say that they should be different but not too different. That is there should be 

a lot of constituencies that are represented but they should also be clusters. In other words there should be 

two to three people of the same constituency and there should be a number of different constituencies. 

Whenever there are two or three people of the same constituency, then those people can discuss issues 

amongst themselves and become stronger than the sum of their parts. And the different constituencies 

mean that the board has diverse strengths.  

Does that mean that the board size should increase? I would argue yes. There is no reason why there 

cannot be say thirty or forty people on the board of directors of a large company. The more people there 

are, the more experience the board has and the better it can function. And the board compensation is 

miniscule compared with the profits of the company.   

What if there are no qualified members available from a particular constituency. Then my studies say that 

there should be some affirmative action. Since the size of a board can expand unlike the jobs in the 

government (which too can expand if the government increases its reach) or the members of a cricket 

team, there is no reason why affirmative action cannot be pursued and the board size be increased.  

So how do small companies which cannot attract the talent the large companies can compete. My studies 

show that segmentation can help. That is, small companies can targets segments and niches which they 
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can serve efficiently while the larger companies should willfully relinquish those small sectors and focus 

on serving bigger problems. Like the jungle, there should be room for all species. 

Conclusion: The sex, race and religion of the board members should be taken into account while deciding 

whether to invest in a company. Affirmative action should be pursued in case all constituencies are not 

equally represented.  

Future Research: Strengths and Weaknesses of different constituencies and how these weaknesses can be 

overcome.  
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