India Inc’s Boardrooms Have Wisdom in
Plenty, But Much Less of Young Blood
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ETIntelligence Group: Whatdoesa
typical board member of a listed In-
dian company look like? Most likely
the individual is a grey-haired man
inhis50s.

While the younger generation beco-
mingdirectors of family-owned com-
panies isnotnew, an instancelike the
young Birla siblings, Ananya and
Aryaman Birla, joining the boards of
Grasim and Aditya Birla Fashion is

still a relatively exceptional develop-

ment in India Inc. The siblings join
1,234 other young individuals — un:
der 40 years of age — that form a
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Proportion of Young Directors on Boards of Listed Compames

Listed Companies on NSE 2,034
Total number of directors 15,920
Directors aged 40 or below 1,234
Directors aged 40 or below who are promoter-director 417
Average age of the board of directors (in years) 59.1

Source: Primeinfobase.com

tors, 417, or a third of them, are appo-
inted as promoter-directors, being a
promoter or a relative of the promo-
ter or the majority shareholder.

For a country that has half of its po-
pulation underthe age of 25years, an

small proportion of 8% representation of
the total directors ap- young members on
pointed on the  bo- Er AN A'_VSIS the boards may seem
ards of listed compa- dismal. However; the
niesinIndia. age diversity of Indi-

In fact, data from Prime Database
show that individuals under 40 years
form only about 8% of the total 15,920
directors on the boards of the 2,034
companies listed on the NSE. Inci-
dentally, amongthe 1,234 young direc-

an boards is better than the interna-
tional trend where studies and surve-
ys have pegged the number of direc-
tors under 40 years of age on the bo-
ards of S&P 500 companies to be less
than twodozen.

(Dataason Feb 6, 2023)

“There is no across-the-board reluc-
tance toget younger members,” said
former Sebi chairman M Damoda-
ran. “Itmust be remembered that the
board is the seat of wisdom, as dis-
tinct from management which is the
seat of knowledge. Wisdom comes
with experience which is a function
of age,” he said. Damodaran pointed
out that he had seen people in the age
group of 75-80 years performing ad-
mirably asdirectors.

Age diversity is seen as an 1mpor
tant aspect of effective board gover-
nance. To be sure, the average age of
Indian boards is lower than that of
companies in the US and UK. Accor-

ding to Prime Database, the average
ageof directorsonIndian boardsis59
years, compared with 63 in the US.

What will prompt companies to on-
board younger directors? The boards
of startups do tend to have a younger
age profile.

“Startups gettinglisted could see yo-
unger directors on boards,” Damoda-
ran said. “Such companies will also
be reaching out to older,; more experi-
enced persons to join their boards as
independent directors” he added.

“The vocation of directorshipneeds
tobemademoreremunerativesothat
itisnotseen asapost-retirement acti-
vity with low-income potential,” said
Milind Sarwate, CEO of Increate Va-
lue Advisors and an independent di-
rector on several boards. “This will
encourage younger professionals to
take it up more than today.”

Also, according to Sarwate, as new
technologies, especially digital ones,
take the centre stage, boards would
want younger members. “In balance,
we might end up having larger bo-
ards to accommodate the incumbent
oldies and yet have fresh blood aro-
und the table,” he added.




