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No ‘Appetite’ for Board Pay Raises 
After Exec Bonus Hits
By Amanda Gerut, with edits by Ferguson Partners

The lasting uncertainty around public health has loomed large over 
decisions about executive compensation and is now trickling down 
to impact boards’ thinking about their own pay.

Given that many executives’ bonuses have been negatively impacted by goal setting 
that took place pre-pandemic, boards find themselves hard-pressed to make any 
upward adjustments to director compensation packages over the next 12 months — 
with a few exceptions, sources say.

“I think you’re probably going to see bonuses being paid at a lower percentage of 
target to executives than they have seen in recent years, and I think that will affect 
the appetite of boards to make significant increases,” says George Paulin, chairman 
and CEO of Frederic W. Cook & Co. “But the market [for director talent] has become 
so tight that low compensation really is a factor in recruiting. Companies that are low 
are going to have to get up to the market.”

In this edition of Corporate Governance Monitor, Ferguson Partners shares recently published perspectives 
on critical, Board-related issues impacted by the current moment: compensation, the dangers of talent 
burnout, investor priorities, and issues Boards must consider as organizations contemplate relocating 
headquarters.

The first selection, originally published in Agenda, focuses Board Director pay in a pandemic-affected world 
and reticence to make compensation changes during uncertainty. At the same time, the need to keep 
pay competitive is also on the radar. As the article notes, many Boards are keen to ensure that they 
lead by example, ensuring that any Board benefits are aligned with those taken across the organization.



2

For instance, hundreds of Russell 3000 boards are expected to recruit women and racially and ethnically diverse 
directors over the next two years due to legislation and as proxy advisory firms and investors raise their standards. 
Boards that have lagged in adjusting pay levels to keep them competitive may see their companies get outmaneuvered 
in attracting candidates with coveted skill sets who receive multiple board invitations and only have the bandwidth for 
a single outside board seat.

In those cases, boards are likely to make surgical adjustments to bring annual cash and equity grants up to market 
or industry medians, coupled with plain English proxy disclosure about the rationale underlying the change, comp 
consultants say. In addition, some boards may decide to contemplate other pay issues, such as hybrid meeting fees 
or initial stock grants, to consider whether pay is competitive enough that it doesn’t, at a minimum, hamper efforts to 
recruit qualified directors.

“As boards look to refresh or expand their membership, we do still think that boards will continue to consider revisiting 
the concept of initial at-election equity awards,” says Matt Vnuk, partner of Compensation Advisory Partners LLC (CAP). 
Vnuk says he doesn’t expect to see a strong trend in that direction but believes that boards will mull it over, in addition 
to considering retainers for board leadership roles and whether additional compensation is warranted, given the specific 

circumstances of individual boards. Still, even 
though boards likely saw their time commitments 
skyrocket throughout 2020, he says it’s unlikely 
that boards will opt to make changes to standard 
pay programs.

“Given the continued uncertainty around the 
pandemic — and certainly there are unique 
company facts and circumstances to consider 
— overall, we continue to not expect significant 
changes for 2021,” says Vnuk.

One of the tactics that has quickened in the realm 
of executive comp — wait and watch closely — 
has taken hold for board compensation schemes, 
leading annual percentage changes to show the 
first blush of what could become a slow slide. 

Cook’s annual director compensation report, which analyzes pay at 300 companies of differing sizes, found that boards 
at large- and mid-cap companies have begun to show more modest increases year-over-year compared to previous 
studies. The 2020 report revealed that median total pay among large-cap boards increased only 1.6% to $290,000 last 
year, while the mid-cap board median rose 1.7% to $216,950.In contrast, the 2019 study showed an increase to the 
large-cap median of 3.9%. In 2018, on the other hand, the increase was only 0.2%, compared to 5.4% in 2017. Among 
mid-cap companies, the median increase in last year’s study was 3.9%, compared to 1.9% in 2018 and 0.8% in 2017. 
Furthermore, among the financial services, industrials and technology industries in the 2020 report, there was no 
increase at all to medial total compensation. Energy and retail industries, however, showed increases of 3% and 2% 
at the median, respectively.

Paulin says boards are working to ensure that any steps taken by directors that appear to benefit themselves are aligned 
with steps taken by the entire organization. He notes, for example, that disclosures next proxy season will show a handful 
of boards of calendar-year companies that granted equity to executives around February and then granted equity to 
directors in conjunction with annual meeting dates in April or May. Those boards largely determined the number of shares 
to be granted to directors using an average price, rather than granting directors a significantly higher number of shares, a 
move that would invite accusations of enriching directors unjustly as stock prices hit bottom, he says.

Rate of Pay Increases Starts Slow Slide
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 “All of the signaling is very important,” says Paulin. “At least in my experience, the boards want to lead by example 
and so they’re very much aware of what’s going on and it’s a big factor in these determinations.”

He also notes, however, that there has been a shrinking variability between board pay peer groups and percentiles over 
time, which he calls a commoditization. The result is less variability within any peer group and less variability between 
peer groups, he says. Generally, between the 75th percentile and the median, there is typically variation of 10% to 15%, 
which in dollars in the context of director pay typically ends up costing less than $20,000 per director.

Still, for a sitting executive weighing multiple board invitations, that difference could be a determining factor on the 
margins. “Where companies lagged the market or the market position was lower than where they felt they should be 
for the caliber of recruiting they were trying to do, they’ve gone ahead with some adjustments,” says Paulin.

Some board disclosures specifically note that increases were made to bring pay up to the market median. For instance, 
Paychex directors increased the annual board cash retainer from $85,000 to $95,000 after a review of competitive 
market data of companies in the compensation peer group. Similarly, Xylem decided for 2020 to increase the board’s 
annual equity grant from $140,000 to $150,000 to stay competitive with its peer group.

Making an adjustment to keep pay competitive could be necessary, but providing disclosure explaining the reasons 
for the change to shareholders will be critical if a board chooses to do so, adds Vnuk.

“There is opportunity for more disclosure in proxy statements, including addressing what the company’s director 
compensation philosophy is, where in the market the company pays directors, how the company structures pay for 
directors and why, and what competitive market data the company uses,” he explains. “There’s plenty of room for 
many companies to add some more disclosure around the ‘why’ behind the director pay programs.”

Many boards reviewed market data for director pay in 2019 and 2020 so far and have made no change, including 
NetApp, ResMed Inc. and ServiceNow. Health care facilities REIT Ventas reviewed market data in 2019 and increased 
its board cash retainer from $105,000 to $110,000 and the equity retainer from $165,000 to $175,000, then determined 
to make no change to the program for 2020.

Furthermore, boards that made pay changes in January and February before annual meetings in the spring when 
directors received grants, may also feel uneasy about making any changes that could appear that board members 
are further reaping the benefits of a windfall.

“This is a quiet year for board compensation,” says Paulin, citing “the Covid effect.” Hard-hit companies have tended 
to cut director pay and are only now beginning to rescind the pay cuts. Among those boards, there is far less support 
for making even small changes to board pay because it will look “like the board is nickel-and-diming the company at 
a bad time,” says Paulin.

Making an adjustment to keep pay competitive could be necessary, but 
providing disclosure explaining the reasons for the change to shareholders will 

be critical if a board chooses to do so, adds Vnuk.
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Deep in the Heart  
of Texas?  
Boards Reconsider 
Headquarters
By Stephanie Forshee, December 18, 2020

When Oracle Corp. announced last week that it was 
moving its headquarters from Redwood City, Calif., 
to Austin, Texas, it made headlines as the latest 
company to depart Silicon Valley.

Data company Palantir Technologies announced in 
August it was relocating its corporate headquarters 
from Palo Alto to Denver just prior to going public, 
while Hewlett Packard Enterprise made a recent 
move to Houston, Texas.

With the rise of the remote workforce, more 
companies could be considering moves, corporate 
governance experts say, and boards should be 
diligent in their determination of whether it is the 
right choice for their companies.

“The pandemic has offered a massive experiment 
in working remotely,” says Yo-Jud Cheng, assistant 
professor of business administration in strategy, 
ethics and entrepreneurship at University of 
Virginia’s Darden School of Business. “And I think 
that naturally has transitioned into a broader 
discussion, in a lot of companies at the board level, 
about locational decisions.”

Flexibility
In a Dec. 11 SEC filing, Oracle said it is “implementing 
a more flexible employee work location policy” and 
it is moving its headquarters.

When considering a corporate headquarters move, on what should the Board be focused? Given the 
shift toward remote working, many organizations are considering moves. But how do these moves align 
with the strategic plan? Do they support the organization’s strategy? As the next Agenda article 
explores, this increasingly common Board discussion must address these and other concerns.
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“We believe these moves best position Oracle for growth and provide our personnel with more flexibility about where 
and how they work,” its quarterly filing states. “Depending on their role, this means that many of our employees can 
choose their office location as well as continue to 
work from home part time or all of the time.”

Texas governor Greg Abbott tweeted about 
Oracle’s move, referring to it as “breaking” news.

“Texas is truly the land of business, jobs, and 
opportunity,” he tweeted. “We will continue to 
attract the very best.”

Oracle will continue to maintain a “major” hub in 
Redwood City, though, in addition to hubs in cities 
around the world, including Santa Monica, Seattle, 
Orlando and Denver. The IT services firms said it 
expects to add more hubs over time.

“By implementing a more modern approach to 
work, we expect to further improve our employees’ 
quality of life and quality of output,” it said in its SEC filing.

While it’s unclear how many employees at Oracle will be impacted, other boards contemplating similar moves must 
think about human capital.

Jason Schloetzer, associate professor of business administration at the McDonough School of Business at Georgetown 
University, says he recently spoke to one board director in the tech sector who was reflecting on the evolving remote 
workforce and concluded that “there are some jobs that are more suitable to remote work than others.” Schloetzer 
says Oracle’s board likely considered the different types of talent pools in Texas compared to the Silicon Valley, 
and he says boards should consider multiple points. For instance, directors should discuss the talent immediately 
available in Texas and whether it could evolve over time, he says. Another question to discuss, he says, is, “What 
could the company look like 10 years from now, after this move?”

The pandemic has no doubt changed companies’ views on how feasible it is for workers to live in other locations. 
Facebook and Twitter have each announced that certain employees can work remotely permanently, post pandemic.

Schloetzer says that, while this trend could continue, boards should be wary of companies’ becoming “too distributed.” 
For instance, days after the Oracle headquarters move announcement, chairman and chief technology officer Larry 
Ellison announced he would be based in Hawaii.

Schloetzer says that shareholders will likely “raise an eyebrow” at Ellison’s decision. “One could start to think, alright, 
where are all the decision makers located, and how effectively can the decision makers really work together if everybody 
becomes so distributed.” He points to added risks of “slow or inconsistent decision making,” noting that “there’s a 
reason why companies build large corporate headquarters and try to bring everybody together.”

Aside from Ellison, Tesla CEO Elon Musk recently announced that he was personally relocating from California to Texas.

Darden’s Cheng notes that the board’s responsibilities include “checks and balances on management.”

“I would say it’s very important for them to make sure that the decision isn’t driven by desire for personal gain, for 
example, by an executive, say, wanting to minimize their own tax burden,” Cheng says. “Really, the board’s role is to 
make sure that the decision is in the best interest of the corporation and shareholders.”

The pandemic has offered a 
massive experiment in working 
remotely, and I think that 
natrually has transitioned into 
a braoder discussion, in a lot of 
companies at the board level, 
about location decisions.
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When it comes to a corporate headquarters move, the full board would likely be involved in some capacity. The audit 
committee might assess the expenditure details, and a risk committee could weigh the business risk impacts, says 
Carey Oven, national managing partner of Deloitte’s Center for Board Effectiveness. The board members should 
examine how the move aligns with the company’s strategy, both near- and long-term, she says.

“Board governance responsibilities are centered around oversight of management strategy, execution, and 
performance,” says Oven. “As such, the board’s role is to question the strategy, asking questions such as why is the 
move right for the organization; is this the best option for the company; or what other options were considered.”

Additionally, Oven says, the board should ensure that a complete risk and business impact analysis has been 
performed, identifying rationale on prioritized risk issues, risk mitigation strategies and scenario planning. Any 
financial or tax incentives or liabilities should also be considered.

Oracle’s move in Austin wasn’t a decision that was made overnight. The company built a 40-acre campus there in 
2018, intended to be occupied by 10,000 employees.

So, even if a company isn’t completely relocating its headquarters, the board could still be involved in real estate 
transactions, “especially those of great magnitude,” says Oven, noting that such a decision is related to “how an 
organization determines, executes and performs against its strategic plan.”



7

Boards Rethink Performance Drivers as 
Burnout Threatens Top Talent
By Amanda Gerut, November 30, 2020

Directors are keeping closer tabs on issues 
such as burnout among executive teams 
and those with caregiver roles, children at 
home, mental health or substance abuse 
issues and other additional stressors. 
More broadly, that lens is being widened 
over entire workforces as boards seek 
to track turnover in specific regions and 
demographic groups to ensure that 
employees — particularly women — aren’t 
being forced to exit the workforce.

Furthermore, management teams — 
with the support of board members 
— are signaling to employees that 
compassion and empathy are foremost 
and that obtaining performance 
outcomes with flexibility is paramount. 
For boards, maintaining a long-term, 
robust development pipeline also 
means ensuring that women and diverse 
employees and executives aren’t leaving 
their jobs for preventable reasons. Or, 
if employees are leaving, companies are attempting to work with them to ensure they can rehire them when 
conditions improve, such as when schools reopen.

While emphasizing empathy and flexibility may seem too “soft” a management issue at first glance, it typically costs 
companies more to re-attract erstwhile customers, acquire new customers and hire new employees than it does 
to make adjustments in the short term to provide more flexibility to the workforce the company already has, points 
out Bala Sathyanarayanan, chief human resources officer at Ohio-based manufacturing company Greif Inc.

“Employees need the flexibility to do the work and deliver the outcomes rather than just focusing on being available 
when a child is also home and trying to hog the same Wi-Fi bandwidth. That becomes key,” says Sathyanarayanan, 

In the next article, published recently in Agenda, the author considers the timely issue of burnout – 
specifically, how management teams and Boards must consider compassion and empathy given 
increased challenges workers face during the pandemic. How do these relate to retaining high-potential 
employees and contribute to an environment of productivity? Which employees are most impacted? 
Learn more below.
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And it’s not an ‘if we paid you 
more, can you solve all of this?’ 
type solution. It’s truly providing 
support systems in these other 
areas that have not been part of 
the value proposition in the past.
- Eva Sage-Gavin, Accenture

who is also a director on the board of Balmer Lawrie Van Leer Ltd. “You need a lot of empathy for your workforce 
and you need to meet them where they are and provide them with avenues and opportunities to connect with the 
larger organization.”

He adds that the focus on empathy is typically made very clear at the board and C-suite level, but where it gets 
stuck is “somewhere in the middle.” To address that issue at Greif, the company retrained managers to emphasize 
awareness about flexibility and the need for better communication at all levels of the company, Sathyanarayanan 
says. The company found that when its employees believed that their managers empathized with them and cared 
about retaining them, engagement scores increased “significantly,” he says.

“The beauty of your engagement scores’ going up is that people feel more connected to the company, and they then 
take better care of customers,” says Sathyanarayanan says, who previously served in business transformation and human 
resources roles at Xerox and Hewlett-Packard. “When you take better care of customers, they [are more loyal] to the 
company. It’s a virtuous circle.”

And while some short-term adjustments are meant to meet the challenges posed by the current pandemic, data shows 
that a more intentional focus on workforce issues 
has evolved to become a high-priority governance 
topic for board members.

According to a recent report published by 
professional services firm Accenture, the pandemic 
increased board involvement in workforce strategy 
issues by 70%, according to a survey of 268 boards 
globally. The survey covered boards in North 
America, Europe and the Asia Pacific regions. It 
collected responses in June and July of 2020 and 
included interviews with C-suite executives and 
board members conducted in April and May. Public 
company boards made up 52% of respondents. The 
report determined that “modern boards” closely 
oversee workforce issues and discuss human capital 
and workforce strategy on at least a quarterly basis.

According to the analysis, modern boards — those with a preexisting process for close oversight of workforce strategy 
— were 1.4 times more prepared to deal with the effects of Covid-19 than boards with low involvement in workforce 
oversight. The report also found that a continued focus on workforce strategy led to better outcomes in other areas aside 
from pandemic-related issues. For instance, companies with boards that had a finger on the pulse of their workforce saw 
revenue growth of 10% or more compared to peers during the past three years. They were also found to be 1.5 times more 
innovative.

Conversely, boards that were less involved in workforce strategy saw revenue declines of at least 5% during the pandemic, 
which was 1.3 times higher than other companies.

Typically when boards focus on workforce strategy, they focus on pay equity, employee skill sets, physically returning to 
work and work schedules. However, the areas that are often under-attended — emotional and mental health, relationships 
and company purpose — appear to have a more significant impact on performance outcomes, says Eva Sage-Gavin, a 
coauthor of the report and senior managing director of Accenture’s global talent and organization and human potential 
practice. Moreover, if the preceding issues aren’t addressed, trying to solve problems with a financial solution alone will 
not work, she says.
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“I’m starting to see the disproportionate impact on women in particular,” Sage-Gavin says. “And it’s not an ‘if we paid you 
more, can you solve all of this?’ type solution. It’s truly providing support systems in these other areas that have not been 
part of the value proposition in the past.”

Accordingly, forward-looking CHROs are partnering with child-care providers for employees, offering subsidies, activating 
employee resource groups that have never existed before and specifically making sure that employees who have children 
with special needs or those with extended family responsibilities are receiving support, she says.

For instance, Sage-Gavin and other Accenture executives have made themselves available to tutor students in different 
subjects to support virtual learning. Sage-Gavin, who has served on multiple public company boards, tutors high school 
and college students in advanced math. “This is not something that has ever been talked about in a boardroom,” she adds.

“I don’t think there’s a debate right now about the disproportionate amount of high-potential women and lead parents 
leaving the workforce,” she says. “And we don’t have a year to analyze this and then worry about it. You’ve got to dig in 
and worry about it now and discuss with this with thought leaders to create new solutions to support the whole person.”

The consequences are such that companies could lose many years’ worth of progress in creating diverse high-potential 
leaders, she adds.

A recent global survey of 1,122 executives and 2,656 employees in 11 countries during August and September 
conducted by McKinsey & Co. examined the impacts of Covid-19 on women, LGBTQ+ employees, people of color 
and parents. The survey found that across geographies, women were struggling more than men when it came to 
professional and personal issues. Women were 1.2 times more likely to point to difficulties with workload increases, 
workplace safety, performance reviews and physical health. Women in the United States and U.K. were 2.6 and 2.9 
times more likely, respectively, to report severe challenges regarding mental health than their male counterparts. 
Furthermore, LGBTQ+ employees were 1.4 times more likely to report concerns about fair performance reviews and 
workload increases than straight and cisgender counterparts.
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Globally, people of color cited significant challenges with workplace health and 
safety, career progression and household work. Notably, the gap between the 
experiences of employees of color versus white employees was the widest in 
the U.S.

One of the fundamentals to retaining high-potential, talented employees is to 
ensure that everyone in the work environment feels compensated enough to take 
care of themselves and their families and that the environment allows everyone 
to do their best work, says Heather Hiles, CEO and founder of Imminent Equity 
and a director on the board of online education provider Udemy. Hiles, who 
is also the founder of portfolio learning company Pathbrite and former deputy 
director of postsecondary success at the Bill & Melinda Gates Foundation, points 
that out that companies generally, due to unconscious bias, tend to constrain 
talented women of color.

“Companies want to have them on their teams to add the tremendous value they 
can bring, but they don’t want them to get too large,” says Hiles. “Unconscious 
bias can sometimes lead to the feeling that ‘we’ve got to contain Black and 
brown brilliance.’ We want to harness it, but we want to make sure it doesn’t get 
out of control.”

The result, she says, is that women and people of color are “underutilized and 
under-actualized in work environments.”

Adding in the complexity of the pandemic or other outside issues such as 
maternity leave can result in organizations that see Black and brown women 
leave and never come back because they aren’t able to grow and don’t feel at 
home at work.

“People of color get exhausted,” says Hiles. “Companies want them to stay small 
enough and not get too big and don’t be too outspoken but do all the work. It’s 
a real problem, and I’ve seen it several times.”

The long-term risk is compounded by the fact that companies are going to be held 
more closely to account for nondiverse leadership pipelines in the coming years. 
Black Lives Matter and racial inequality movements have focused on diversity 
among board members and in C-suite roles. Companies that are losing diverse, 
high-potential talent are at risk of seeing disarray in well-crafted development 
plans that haven’t accommodated for inclusion.

“If people’s situations are so challenging that even though they’re home they 
don’t have the flexibility, it could be too challenging to maintain a full-time job, 
while also dealing with all the other burdens that come with life right now in 
the Covid environment,” says Mary Winston, president of strategic and financial 
consulting firm WinsCo Enterprises and a director on the boards of Acuity Brands, 
Bed Bath & Beyond, Chipotle Mexican Grill, Domtar Corp and Dover Corp.

Winston, who previously served as CFO of Family Dollar and interim CEO of Bed 
Bath & Beyond, notes that she hasn’t yet seen employee turnover related to the 
pandemic. The reason is likely because employees have been given a lot of 
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personal flexibility and that directors on the board have been asking management executives to proactively come forward 
if they see these issues emerge. Winston says her boards have also focused intently on turnover. Currently, turnover is 
down, she says, largely because people have fewer options for work in the near term and there’s enough flexibility to 
manage their lives.

“Part of our fears in this current environment is that we may end up there as things play out,” says Winston.

Sathyanarayanan says that as a CHRO and board member, he focuses closely on high-risk talent who may be impacted 
by the effects of the pandemic and who also may be on career development tracks for long-term succession planning.

“One of the things we talk about all the time at the board level and among the management teams is, ‘What more can we 
be doing?’” he says. “Given what’s happening with Covid-19, when you look at organizations and the folks who have been 
disproportionately impacted — it’s the women. The fact that they often need to take care of both the home and job and are 
working from home, they can’t do both. You see it in higher unemployment numbers. Women are impacted more in terms 
of job losses than the men.”

The gender disparity means that companies need to be “more aware and accommodating” of the needs of different 
demographic groups within an entire organization, says Sathyanarayanan. For instance, he suggests that companies ask 
managers to shift from tracking the hours worked during a typical 8 a.m. to 5 p.m. workday to tracking deliverables and end 
results. Showing compassion, empathy and transparency to employees will allow them to ask for more time to complete a 
task or assignment, for instance, rather than compromising on quality, Sathyanarayanan says.

Management’s primary responsibility is to manage through these issues, adds Winston, and it’s also responsible for 
keeping the board informed. In turn, the board has the responsibility to ask management the right questions and to focus 
on what the data is showing. Currently, she sees fellow board members requiring that companies promote flexibility from 
the board on down and to remain attuned to workforce dynamics.

“You want to make it as easy as possible for really good talent to stay, and if they have to leave you want to make it easy for 
them to come back,” Winston says. “And you have to have a focus on maintaining that balance of diversity, even as people 
may leave for whatever reason they have to leave.”

“The gender disparity means that companies need to be  
“more aware and accommodating” of the needs of different demographic 

groups within an entire organization...”
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Investors Probe Covid ‘Pivot’ in 
Engagements
By Stephanie Forshee, December 21, 2020

In early February, Macy’s Inc. hosted its annual Investor’s Day meeting at the New York Stock Exchange, which 
covered strategy talks and the retailer’s path forward after the previous year failed to meet expectations. The investor 
presentation referred to 2019 as a “challenging year for Macy’s,” but the company announced a new road map “to 
stabilize profitability” through cost reduction and reinvestments.

Weeks later, as the global pandemic erupted and led to store closures across the country, the company found itself 
“reeling, just like all of retail was,” says Elisa Garcia, chief legal officer and corporate secretary at Macy’s.

The company’s leaders had to swiftly “pivot” on many of its strategic goals that were upended by the Covid-19 crisis, 
and they relied on a team of bankers and lawyers to assist in securing $4.5 billion in financing, she says.

Now, in mid-December, conversations reliving those “tremendously challenging” days are coming to a close, as 
Garcia says Macy’s recently wrapped up its off-season shareholder outreach.

“Investors wanted to know about how and what we did during Covid, how we communicated with our colleagues, how 
we have been able to maintain engagement during this period of Covid and the social unrest,” Garcia tells Agenda.

Macy’s isn’t alone in the types of conversations it is having with investors.
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What are the biggest topics investors have 
raised in engagement sessions this fall?

What are investors concerned about in this COVID era? Topping the list are strategy, Covid-19 
recovery, ESG, diversity, and executive compensation. This Agenda article shares current Board 
outlooks on these topics, considering how the pandemic has affected focus.
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About 72.4% of board directors in Agenda’s Q4 Directors’ and Officers’ 
Outlook survey say that strategy was a popular topic for investors in 
engagement sessions this fall. The second-most popular response among 
the 98 respondents was Covid-19 recovery, with 54.1% of directors stating 
that was among the biggest topics in investor discussions.

What Investors Care About

While Covid-19 is a new area of concern for investors in 2020, strategy has 
topped the list of concerns for the past two years in Agenda’s surveys of 
board directors.When it came to conversations with portfolio managers, Garcia 
says that their interests this year continued to focus on strategy at the company. 
On those calls, she says, “we’ve been talking a lot about how we’ve had to 
pivot,” noting that the CEO and CFO of Macy’s largely led those telephone 
conversations with portfolio managers.

By contrast, some of the investors “on the proxy voting side” are more focused 
on sustainability and governance, according to Garcia.

Executive compensation, as it often has been in the past, was an area of 
interest for Macy’s investors, Garcia says. However, only 13.3% of Agenda’s 
survey respondents cited exec comp as one of the biggest topics investors 
raised in recent engagement sessions.

Because the fiscal year for Macy’s ends in January to account for holiday sales and 
returns, Garcia says the company has more flexibility on its final compensation 
plan decisions than calendar-year companies in other industries. Because of 
that, in 2020, the Macy’s board was able to adjust its compensation plan when 
the pandemic first hit, prior to its proxy statement’s being filed in April.

One change was to more heavily weight relative total shareholder return in its 
incentive plans. “How else can you measure it?” she says. “At this stage, all we 
can do is measure, ‘Did we do better or worse than the companies that we’re 
judged against normally?’”

Shareholders largely supported the company’s executive compensation plans, 
with 93.7% voting in favor of the pay packages, according to Farient’s Say on Pay 
Tracker.

Garcia also sits on the board of Canadian chain Dollarama, which she says 
experienced different strategic challenges than Macy’s. One key difference, she 
says, is that Dollarama was deemed an essential business in Canada. Macy’s, on 
the other hand, had four to six weeks earlier this year when all of its stores were 
forced to shut down completely.

At Dollarama, “it’s in your neighborhood, so you can just drop in and get those 
wipes and cleaning supplies, and they were able to maintain good supplies of 
that,” she says. “I think that’s probably the main difference. It’s not a department 
store that sells dresses that nobody’s buying right now.”

Indeed, investors are aware that companies have each been impacted very 
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differently by this year’s crisis. FormFactor Inc., a semiconductor company based in California, has not received too 
many complaints from shareholders, says Thomas St. Dennis, chairman of the board. That’s because the stock is doing 
well, he says. In mid-March, the stock price briefly dipped to $19.39 per share, but it has steadily climbed, to $43.89 as 
of Dec. 15.

Similarly, Veeco Instruments Inc. and Axcelis Technologies Inc., the other public boards on which St. Dennis sits, are in 
the same industry and are performing better than at the start of the year.

“It’s been kind of a surrealistic backdrop of a lot of challenges and suffering in a lot of parts of the world and industries 
and companies, and yet we’ve been growing substantially through the course of it. And so, shareholders have been 
happy about that,” St. Dennis says.

In addition to strategy and Covid-19 recovery, the third-most common topic among investors this fall was environmental 
and social issues, according to Agenda’s quarterly survey.

St. Dennis, who participated in Agenda’s survey, says that his public boards have felt “an increased interest and 
awareness on all things ESG, and certainly within the diversity and inclusion aspect of it,” much of which he says has 
been “driven by the big funds.”

Indeed, racial diversity “has been at the top of the 
agenda” for State Street Global Advisors, says Ben 
Colton, global co-head of asset stewardship.

In August, State Street issued guidance 
“encouraging companies to disclose: (1) how racial 
diversity fits into their firm’s overall strategy, (2) 
specific and timebound goals to increase racial 
diversity and inclusion, (3) metrics of workforce 
and board diversity, (4) efforts to increase the racial 
diversity of their boards, and (5) board oversight of 
these topics,” Colton writes in an e-mail.

“We’ve already had over fifty engagements 
where racial diversity was the top focus, and we 
anticipate a critical mass of companies disclosing 
in alignment with our expectations within the next 
year,” writes Colton. “Those who lag behind will be 
held accountable through our voting.”

Colton writes that other priorities at State Street, 
of late, have “focused on a number of themes,” 
including systemic risk management and climate 
change.

“The pandemic has accelerated many trends that were already underway, further reinforcing our view that boards must 
be proactively addressing environmental and social systemic risks,” Colton writes. “The oversight of these issues and its 
integration into long-term strategy is a governance issue that deserves focus from boards.”

He says that State Street has specifically been asking companies how climate change will impact their business and 
strategies. “The Covid-19 pandemic, with its material impact across all issuers, countries, and industries, has further 
reinforced our view of climate change as a systemic risk that all companies need to pay attention to — we anticipate 

“...encouraging companies 
to disclose: (1) how racial 
diversity fits into their firm’s 
overall strategy, (2) specific and 
timebound goals to increase 
racial diversity and inclusion, 
(3) metrics of workforce and
board diversity, (4) efforts to
increase the racial diversity
of their boards, and (5) board
oversight of these topics...”
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climate change could have a similarly broad impact across the board. Given this, we expect boards to be proactively 
addressing this systemic risk and engaging with us on the topic.”

Similarly, BlackRock engaged with 1,065 U.S.-based companies in the first three quarters of the year, according to 
its Investment Stewardship Global Engagement Summary Report. And in its 2021 Stewardship Expectations report, 
BlackRock says that it has also placed an increased focus on climate change issues.

“We have been engaging with companies for years to understand how they manage sustainability-related risks,” 
BlackRock said in a statement about the report. BlackRock touts that it has “focused in particular on 440 carbon-
intensive companies; put 191 on watch and to date have taken voting action on climate at 63 of them.”

In the report listing expectations for next year, BlackRock says it has voted against 55 directors or director-related items 
on climate-related issues from mid-2019 to mid-2020.

“Where we believe companies are not moving with sufficient speed and urgency, our most frequent course of action will 
be to hold directors accountable by voting against their re-election,” BlackRock’s report states.

FormFactor’s St. Dennis says the survey responses that Agenda received related to investor concerns were consistent 
with the engagement sessions his boards and management teams have heard. “Those are the things that boards are 
talking about, and I think the discussions have been very constructive,” he says.
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