
Association of Accounting Technicians (AAT) response 
to the FCA consultation on Diversity and Inclusion on 
company boards and executive committees

Introduction 

For several years, AAT has been at the forefront of campaigns to improve gender pay gap reporting and to 
ensure compulsory ethnicity pay gap reporting at all organisations employing more than 250 people. 

It should therefore come as little surprise that AAT fully supports the FCA proposal to require companies to 
publish standardised data on the composition of their board and most senior level of executive management 
by gender and ethnic background.  

‘Comply or explain’ 

AAT considers that ‘comply or explain’ is an improvement on the current voluntary action being taken 
acknowledging that, as it falls short of mandation, there will be some that view it as a compromise.  

The challenges represented by the “comply or explain” approach has been frequently demonstrated in 
relation to corporate behaviour. As long ago as 2005, research from the London School of Economics 
highlighted the various failings of this approach1. 

Likewise, many listed companies have taken a rather dismissive approach to Climate related financial 
disclosures (TCFDs) under ‘comply or explain’. This was recognised as inadequate by the government who 
have now made TCFD aligned disclosures fully mandatory across the economy by 2025. 

AAT believes that a requirement to comply, rather than giving the option to explain away any failure to 
comply, is a more robust approach. However, moving to a “comply or explain” approach is a step in the right 
direction towards improving the diversity of Boards and executive committees at listed organisations.   

Targets 

With regard to the specific targets; 

1) At least 40% of the board should be women (including those self-identifying as women).

AAT notes that no rationale is provided for the 40% proposal, however it is an improvement on the current 
33%  and follows the precedent set by many other countries such as Norway and Finland, France and Spain 
who all require at least 40% of their boards to be women.  

2) At least one of the senior board positions (Chair, Chief Executive Officer (CEO), Senior Independent
Director (SID) or Chief Financial Officer (CFO)) should be a woman (including those self-identifying
as a woman).

AAT supports this proposal recognising the reference to the target as a requirement for ‘at least one’ of the 
senior positions to be held by a woman, with the expectation that in many instances this will be exceeded. 

3) At least one member of the board should be from a non-White ethnic minority background (as
referenced in categories recommended by the Office for National Statistics (ONS)).

As above, AAT considers that this requirement appears reasonable. 

4) AAT welcomes the proposal that a fourth target be added at a future stage, whereby at least one
member of the board should be disabled (using the Government Statistical Service (GSS)
harmonised “core” definition2).

AAT would like to see that this is taken forward at the earliest available opportunity. 

1 LSE, 2005: 
https://eprints.lse.ac.uk/24673/1/dp581_Corporate_Governance_at_LSE_001.pdf  
2 Government Statistical Service, Measuring disability for the 2010 Equality Act: 
https://gss.civilservice.gov.uk/policy-store/measuring-disability-for-the-equality-act-2010/

https://eprints.lse.ac.uk/24673/1/dp581_Corporate_Governance_at_LSE_001.pdf
https://gss.civilservice.gov.uk/policy-store/measuring-disability-for-the-equality-act-2010/


Next steps 
 
AAT notes that the FCA is seeking views on whether it should consider requiring data on representation by 
sexual orientation and disability at these levels, and/or whether to extend the diversity data reporting to 
capture one level below executive-level management. 
 

i) Extending data reporting 
 
Requirements to extend the data reporting requirements to one level below the executive-level have already 
been introduced in other countries, most notably France, and would likely be helpful in assessing talent pipe 
lines for the future - alerting policy makers, investors and other interested stakeholders of potential problems 
and areas requiring action for the future or providing reassurance. AAT would therefore support such an 
extension. 
 

ii) Sexual orientation  
 
With regard to sexual orientation, as 2% of the population identify as lesbian, gay or bisexual3 this may at 
first appear to be less of a statistical concern than gender (50%+), disability (20%) ethnicity (14%). However, 
given the visible nature of gender and ethnicity, sexual orientation, like disability, can be even more 
problematic to accurately record. There can be little doubt that a so called “pink ceiling” exists in the UK 
board room and it would therefore make sense for the FCA to help reduce this by including sexual 
orientation in future activity. 
 

iii) Disability 
 
Given 20% of the UK population has some form of disability, the fact it consistently appears so low down 
regulators and policy makers list of priorities is a considerable concern. This is not only an issue for the FCA. 
Earlier this year the FRC published a 132 page document, “Board Diversity and Effectiveness in FTSE 350 
companies” which fails to mention disability even once in any of its numerous recommendations4.  
 
The benefits of employing those with a disability are well documented. As a recent KPMG report concluded, 
“At a time when skilled labour is in short supply, there are an estimated 1 million disabled people available 
and looking for work in the UK. With the right support, disabled workers can be just as productive as their 
non-disabled colleagues as well as more loyal to their employer.5” 
 
However, the latest ONS data6 clearly demonstrates that outcomes for the disabled in the UK are not very 
good in most regards, especially so with regard to employment, education, housing, crime and general well-
being. It is therefore unsurprising that there is not a single disabled board member, or even senior manager, 
at any of the FTSE 100 and that 80% were recently found to have failed to even collect data on the issue7. 
AAT believes that an extension to cover the problem is essential, and reiterates the point made above that 
disability be included as soon as is possible 
  
In general, the UK appears to be behind some other countries in encouraging or requiring employers to take 
on those with a disability. For example, Germany introduced requirements to employ those with severe 
disabilities in the early 1950’s. Since 2006, the German General Equal Treatment Act has required 
employers with more than 20 employees to meet a 5% quota for those with severe disabilities, as well as a 
raft of other requirements.  
 
More specifically, in relation to Board representation, in the USA this year, NASDAQ missed an opportunity 
to include those with a disability in their new board diversity requirements8 and has rightly received much 
criticism as a result. It would be deeply regrettable if the FCA were to similarly delay addressing this matter  

 
3 Sexual identity, ONS, 2016: 
https://www.ons.gov.uk/peoplepopulationandcommunity/culturalidentity/sexuality/bulletins/sexualidentityuk/2016  
4 Board Diversity and Effectiveness in FTSE 350 companies, FRC, London Business School, Leadership Institute, 2021: 
https://www.frc.org.uk/getattachment/3cc05eae-2024-45d8-b14c-abb2ac7497aa/FRC-Board-Diversity-and-Effectiveness-in-
FTSE-350-Companies.pdf  
5 KPMG, Disability and the role of the board, 2018: 
https://assets.kpmg/content/dam/kpmg/uk/pdf/2018/05/leading-from-the-front-disability-and-the-role-of-the-board.pdf  
6 ONS, Outcomes for disabled people in the UK: 2020, 18 February 2021: 
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/disability/articles/outcomesfordisabledpeopleint
heuk/2020  
7 People Management, May 2021: 
https://www.peoplemanagement.co.uk/news/articles/no-ftse-100-executives-or-senior-managers-have-disclosed-a-
disability#gref  
8 Nasdaq wants to improve board diversity. Why doesn’t that include people with disabilities?, Fortune, June 2021: 
https://fortune.com/2021/06/13/nasdaq-board-diversity-people-with-disabilities-labor-force/  

https://www.ons.gov.uk/peoplepopulationandcommunity/culturalidentity/sexuality/bulletins/sexualidentityuk/2016
https://www.frc.org.uk/getattachment/3cc05eae-2024-45d8-b14c-abb2ac7497aa/FRC-Board-Diversity-and-Effectiveness-in-FTSE-350-Companies.pdf
https://www.frc.org.uk/getattachment/3cc05eae-2024-45d8-b14c-abb2ac7497aa/FRC-Board-Diversity-and-Effectiveness-in-FTSE-350-Companies.pdf
https://assets.kpmg/content/dam/kpmg/uk/pdf/2018/05/leading-from-the-front-disability-and-the-role-of-the-board.pdf
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/disability/articles/outcomesfordisabledpeopleintheuk/2020
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/disability/articles/outcomesfordisabledpeopleintheuk/2020
https://www.peoplemanagement.co.uk/news/articles/no-ftse-100-executives-or-senior-managers-have-disclosed-a-disability#gref
https://www.peoplemanagement.co.uk/news/articles/no-ftse-100-executives-or-senior-managers-have-disclosed-a-disability#gref
https://fortune.com/2021/06/13/nasdaq-board-diversity-people-with-disabilities-labor-force/


 

Further information  
  
If you have any queries, require any further information, or would like to discuss any of the above points in 

more detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy:  
  

E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264  Twitter: @PhilHallAAT  
  

Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY    
  

26 August 2021  
  
  
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   

                                 
  
  
  

 


