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1. Introduction

Diversity is not a new concept within organisations. What is new is the
understanding of its relevance to corporate competitiveness. Companies and
organisations have dealt with diversity in different ways over time. Typically,
organisations have arrived at diversity management via equal opportunities
initiatives. Analysis of those organisations which are at present experimenting
with diversity initiatives indicates that before adopting diversity management
approaches, they have embarked on various initiatives on gender, race and
disability equality. Many organisations seeking a better working environment
have implemented equal opportunity initiatives both to be compliant with
legislation and 10 avoid an inequitable work culture, e.g. race and gender

discrimination, and forms of harassment.

More recently, organisations are discovering that managing and encouraging
diversity can represent an opportunity for the organisation to improve
competitiveness. Thus diversity management is becoming a hot topic for those
organisations seeking new strategic levers. In today's marketplace,
organisations have to face a competitive context which is extremely dynamic
and turbulent, where their ability to survive and prosper is related to their
capability to be flexible, agile and innovative. Organisations need to be change-
oriented if they want to acquire and maintain competitive advantage. For this
reason, they may wish to create an organisational working environment
characterised by ‘variety’ as a key facet. Diversity represents a strong lever to
generate variety and diversity management is the best way to drive variety
within an organisation in order to generate value (Thomas, 1990). The value
generated includes increased profitability through such benefits as learning,
creativity, flexibility, organisational and individual growth, and the ability to
adjust rapidly and successfully to market changes (Cox, 1994: Cox and Blake,
1991: Thomas and Ely, 1996). However, the management of diversity is a big

challenge as it requires organisations to accommodate and value variety, rather
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than maintain uniformity by demanding that everyone should adapt to a strong
set of norms.

Organisations who want to be flexible and agile have to continuously improve
the capabilities of their workforce. It is often assumed that workplace diversity is
about increasing gender, racial and disabled representation within the
organisation and that it relates to recruiting and retaining more people from
traditionally underrepresented worker groups. But to think about diversity simply
in this way can inhibit its effectiveness. In order to realise the full rewards that
diversity initiatives can offer organisations, they should think about diversity
more holistically, as a managerial philosophy providing fresh and meaningful
approaches to work rather than just as an approach to increase organisational
demographic variation (Thomas and Ely, 1996). Thus diversity management is
a way for an organisation to generate and manage a diverse workforce
environment which allows it to maintain and improve its capabilities over time
and to support organisation learning. Diversity can enable an organisation to
incorporate employees’ knowledge into work practices, allowing continuous
rethinking and redefinition of the organisation’s market, strategies,
products/services, missions, and business practices. So through diversity
management, an organisation can create a culture where individual differences
are increasingly valued and respected. In particular, by using diversity
management, organisations can leverage the diversity of the workforce in order
to help achieve sustainable competitive advantage. From this point of view
senior leaders need to view diversity as an asset, and diversity management as
a strategic competitive managerial approach and a competitive business
strategy.

In this research report, we explore the links between diversity management and
the organisation’s businesses processes, with the aim of highlighting the
importance of diversity. Even though diversity management is becoming a “hot

topic”, many organisations still underestimate its relevance for company
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competitiveness, and are still interpreting diversity through the lens of equal
opportunities. Looking at diversity as an organisational resource, which can
generate competitive advantage, we investigate the strategic role of diversity
initiatives in the organisation’s value generation process. The way in which how
diversity initiatives can affect corporate performance is examined. We then
focus our attention on the strategic role of diversity, exploring the value which

diversity management can generate for organisations.

The study is based on two different research stages. First we undertook a desk
analysis of the literature on diversity management. This allowed identification of
the main insights from previous research studies concerned with diversity. In
particular, our attention focused on the definiton of the value drivers for
diversity initiatives within organisations. Second, a sample of British private and
public organisations known for their interest in diversity were studied using
semi-structured interviews to find out the strategies and practices currently in
use in the management of diversity initiatives in large organisations. The

research report is structured around six sections, which correspond to six basic

questions.

1. What is “diversity” for organisations ? What does it mean?

2. What are the driving forces for diversity within organisations?

3. What are the most important diversity initiatives undertaken by

organisations?
4. How are diversity programmes managed within organisations?
How are diversity initiatives linked to corporate strategy?

6. How do organisations measure diversity initiatives?

Each of the above questions is addressed in detail presenting both a descriptive
and a prescriptive view of the issues to provide managers with a framework to
support their decision-making processes regarding diversity initiatives which

they might consider implementing in their organisations.

3
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2. Understanding diversity

Today organisations are starting to consider diversity as a strategic resource
that can increase company competitiveness (Dass and Parker, 1997a & b).
Diversity represents an asset which can generate value for an organisation.
However, as with any other asset, diversity has to be managed in order to
generate value. In recent years, organisations have developed different
definitions of diversity, in order to make diversity an operative concept, so that it
becomes clear within an organisation what diversity is and in particularly what
diversity management means in that context. Analysis of the management
literature shows that these definitions take into account different aspects of
diversity. In Table 1, we present definitions of diversity provided by some
leading US organisations who have been amongst the first to embark on the

implementation of diversity management initiatives.

Table 1: Some definitions of diversity from the literature

Society for Human Resource Management: "To celebrate diversity is to appreciate and
value individual differences. SHRM strives to be the leader in promoting workplace diversity.
Although the term is often used to refer to differences based on ethnicity, gender, age,
religion, disability, national origin and sexual orientation, diversity encompasses an infinite
range of individuals' unique characteristics and experiences, including communication styles,
physical characteristics such as height and weight, and speed of learning and
comprehension.”

Microsoft Corporation: "At Microsoft, we believe that diversity enriches our performance and
products, the communities in which we live and work, and the lives of our employees. As our
workforce evolves to reflect the growing diversity of our communities and global marketplace,
our efforts to understand, value and incorporate differences become increasingly important. At
Microsoft, we have established a number of initiatives to promote diversity within our own
organisation, and to demonstrate this commitment in communities nation wide."
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Texas Instruments: Texas Instruments state that "effectiveness at using the talents of people
of different backgrounds, experiences and perspectives is key to our competitive
edge...Diversity is a core Tl value; valuing diversity in our work force is at the core of the TI
Values Statement...Every Tler must work to create an environment that promotes
diversity...Each Tl business will develop diversity strategies and measurements...."

Computer Sciences Corporation: "We value the diversity of our employees and the unique
perspectives they bring to CSC. Diversity at CSC includes functional roles within the company,
the markets and industries we serve, our length of service, geographic location, educational
background, age, race, gender, ethnicity and whether we joined CSC independently or
through an acquisition. By valuing differences, we demonstrate our commitment to treating
everyone with fairness and respect.”

Analysis of the different definitions of diversity found in the management
literature highlights two main features of organisational interpretations of
diversity. On the one hand, they are focused on the meaning of diversity and
aim to provide some formality and a framework for a common interpretation of
diversity within the organisation. On the other hand, they address the strategic
role of diversity for corporate competitiveness and then aim to communicate its
importance. These two features are also highlighted by our empirical study. In
Table 2, some of the interpretations of diversity collected through our interviews

are presented.

Table 2: Interpretations of “diversity” provided by a sample of British
companies and public sector organisations

Diversity is considered both in terms of the work and trying to attract, retain and increase a
diversity profile within the workforce. Diversity is not just for its own sake in terms of a kind of
pictorial image that you have got a diverse workforce and that is where it stops. It is the
organisation’s ability to bring those skills, and translate those skills into people’s working
practices, creating the working environment, bringing flexibility into the working environment
and better delivery of service.
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Diversity is about valuing difference, utilising the different talents and backgrounds that people
have.

Diversity is looking at the differences in people and using them; it is valuing difference.

Diversity is about having an inclusive society and a merit-based workforce environment.
Diversity is a way to embrace variety.

Diversity relates to all areas of diversity — race, gender, disability, sexual orientation, and so
on. The objectives of diversity policy include provision of access to the same opportunities to
all staff and to ensure that the workforce represents the same groups as the customer base.

Diversity is recognising the value in difference both visible, e.g. age, gender, race, ethnicity,
and invisible, e.g. individual personality, approaches to work, management styles, leadership.

Diversity is trying to create an inclusive culture where the organisation values individual
differences, respects and appreciates differences.

Diversity is about valuing and utilising the different talents and backgrounds that people have.

The empirical study confirms the main literature findings and indicates that
diversity is seen as a multi-faceted concept which has a specific meaning for
each organisation, related to their business. It involves many different
dimensions and is mainly concerned with employees. Diversity can be visible,
e.g. age, gender, race, ethnicity, or invisible, e.g. personality, education and
functional background, approaches to work, management styles and leadership.
The differences may or may not be job-related.

Some important forms of diversity, which affect organisations or workgroups,
are concerned with education, socio-economics and work experience. Such
factors deeply affect the collaboration, openness and trust of the people within
the organisation. Thus diversity can refer to personality and work style, to all of
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the visible dimensions of diversity, to socio-cultural features such as religion,
experiences and education, and to work diversities such as functional level and
classification or proximity/distance to headquarters.

In order to avoid misunderstanding, it is especially important to emphasise that
“diversity” goes beyond the simple issue of race and gender and that it
encompasses multiple dimensions of similarity and difference (Pelled, 1996;
Thomas, 1990). Equal opportunities (EO) initiatives are based on principles of
faimess and sameness, and tend to deal with visible diversity such as race,
gender and disability. The aim is to assimilate differences and treat everyone in
the same way, regardless of differences. In contrast, diversity management
initiatives are founded on the premise that diversity issues matter a great deal
for value generation, and that managing diversity is a “business imperative’
(Jones et al., 1989; Litvin, 2000; Solomon, 1989). So managing diversity is
about recognising and valuing difference (Liff and Wajcman, 1996). The
objectives of diversity polices include provision of access to the same
opportunities for all staff and ensuring that the workforce represents the same

groups as the customer base.

Equal opportunities

Managing diversity

Workplace programmes derived from legal
framework outlawing discrimination;
Compliance, e.g. with recruitment targets;
Melting pot results. Equality through
sameness, based on merit;

Aims to increase proportion of under-
represented groups in senior roles;

Main focus has tended to be gender;
‘Liberal’ approach;

May include positive action to redress past
discrimination.

Depends on organisational initiatives;
Internally driven, proactive;

Business case arguments part of rationale;
Taking equality further through contribution
of ethnic minorities, the disabled and other

groups;
Moving beyond  statistics:  valuing
differences, recognising organisational

benefits diversity can bring;

Maximising employee potential;

About groups as well as individuals;
Mosaic result, equality through difference.

Table 3. Main tenets of equal opportunities vs. diversity management
(Source: Gagnon & Cornelius, 2000: 69)
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Equal opportunities and managing diversity are treated by some academic
studies as being in opposition to one another (e.g. Gentile, 1994; Cornelius et
al., 2000). But many of the sample organisations consider themselves in
transition, sometimes referring to diversity followed by ‘equal opportunities’ in
brackets, to provide greater understanding of the concept. However, generally
organisations recognise the differences between the two concepts and
approaches. These differences are the main tenets of the two approaches

identified by the literature which are summarised as in Table 3.

Most interviewees stressed the importance of having a definition of diversity
within the organisation. This provides a common understanding of what
diversity means when starting any diversity initiative. In addition, an
organisational definition of diversity allows clearer communication of what
diversity means, its role within the organisation, and why the organisation is

interested in it.

It emerged from our study that there is no single answer to these questions.
Each organisation has its own interpretation and has to decide for itself how it
will define diversity. However, in order to guide managers in developing a
definition of diversity, it is important to stress that the definition should be broad
enough to cover all possible forms of diversity. Moreover, what seems to be
crucial for any definition of diversity is that the organisation’s employees and
stakeholders can see themselves in the definition. If they can relate to it, they

can better understand diversity and be aware of its importance to management.

It is important to stress that from a strategic point of view, the definition of

diversity has two main aims:

1. To communicate that the organisation is committed to diversity as a key

lever to improve its competitiveness;
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2. To provide an external image of the organisation in order to manage and

promote its brand.

Both these aims, which are internal and external respectively, recognise
diversity as a resource to be used, and as an asset to generate value for the
organisation.

It is also important to point out that the definition of diversity should not be a
stand-alone concept. Diversity should be integrated into the understanding of all
the organisation’s activities, and in particular, with the organisation's corporate

strategy.

In order to explore the sample organisations’ diversity initiatives and their
relevance for their performance, a working definition of diversity management,
based on both the analysis of the literature and the insights of the interviews, is
needed for this report. The definition provided below aims to provide managers
with a conceptual framework to understand what managing diversity means and
what kind of initiatives to put in place in order to develop and support diversity

within the organisation.

So in general, we define diversity management as:

“the process of continually managing differences of all kinds,
visible and/or invisible, to meet existing and emerging needs, to
identify and exploit existing and acquired diversity-related
knowledge assets and to develop new opportunities. It is a
systematic process of identifying, generating, maintaining and
exploiting diversity in all areas of the organisation. Its overall
purpose is to maximise the organisation’s value generation

process.”
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There are many forms of “diversity” within an organisation. In the following
section, we report the main groups of “difference” which were identified from the
literature and within the sample organisations.

1.1, 2.1 Groups of “difference” in organisations

It is important to point out that when we speak about diversity initiatives, first of
all we are referring to initiatives concerned with people. This means that for any
organisation, it is possible to classify groups of “difference”, i.e. to identify those
individuals or groups who are different as they present some specific visible
(e.g. race, ethnicity, nationality, gender, age, physical capabilities) or invisible
features (e.g. values, personality, attitudes, religion, educational level, job
tenure) of difference which is relevant for the organisation. These groups are
the subject of diversity management initiatives. Their identification is important
since it identifies the facets of diversity which characterise the organisation and
need to be managed. Thus, in order to classify diverse groups, definitions of
relevant forms of diversity are necessary. For example, Table 4 describes the
groups of “diversity” in Microsoft.

Table 4: The groups of “diversity” in Microsoft

African American Employee resource group began in 1989 and is dedicated to
supporting the continued growth of African American employees at
Microsoft. The group is also committed to reaching out to the African
American community.

Attention Deficit Group works to improve and enhance the lives of Microsoft
Disorder (ADD) employees and families affected by Attention Deficit/Hyperactivity
Disorder through education, advocacy and support.

Chinese Employee resource group was established in 1992, and now has
members from China, Taiwan, Hong Kong, and North America. This
employee group strives to support professional growth, promote
Chinese culture through social activities, and assist Microsoft's
development in Asia by participating in recruiting and Chinese
computing technology discussions.

10



Report on Diversity Management: Practices, Strategy and Measurement

Dads

Group is an employee-driven initiative whose purpose is to equip
and empower Microsoft fathers to more effectively balance their
work with their family life. This is accomplished through identifying
appropriate resources - speakers, videos, books, and/or seminars -
and providing optional opportunities for MSDADs members and their
guests to engage with those resources.

Deaf and Hard of
Hearing

Group works to ensure that professional opportunities, corporate
events, and corporate resources are accessible to individuals with
hearing loss.

Filipino

Group's mission is to share Microsoft's technology with the Filipino
community and to encourage more Filipinos to become involved in
the software industry.

Gay, Lesbian,
Bisexual, and
Transgender

This group of employees pursues Microsoft's vision of equal
opportunity for all employees without regard to sexual orientation. It
seeks to enhance Microsoft's success by promoting a work
environment that accepts and respects the diversity of its
employees.

Hispanic

Employee resource group seeks to promote the Latino presence
within Microsoft by active involvement with the recruitment and
development of Latino employees, educational involvement at the
college and high school level, social interactions, and special events.

Indian

Employee resource group is for employees from or interested in
India. This group focuses on fostering activities through which
members can share diverse cultural traditions and values.

Korean

Employee resource group is dedicated to supporting the continued
growth of Korean employees at Microsoft and providing support to
the Korean community outside of Microsoft. The group is also
committed to helping Microsoft grow as a culturally aware and
socially responsible corporation.

Native American

The group work to impact Native American communities outside
Microsoft and to increase the number of Native Americans within the
organization itself. Members co-ordinate an annual volunteer mentor
program for local area Native American youth that reaches about ten
students each year.

Working Single
Parents

This employee resource group helps bring them together for support,
advice, and encouragement. These employees seek to address
work-place issues that impact parents and children, and to increase
awareness of the difficulty single-parent families face, and the value
they impart.

11
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Taiwanese The group supports Taiwanese employees at Microsoft and
welcomes members interested in Taiwan. It promotes community
networking through life and technical information exchange.
Women This employee group works to promote solutions for the issues that
affect women in business. Activities include a support forum,
programs that encourage women's technical and career
development, educational activities, and scholarship opportunities
for young women in the community.

Working Parents This group seeks to increase awareness for the issues that impact
working parents, and to present workable solutions to employees of
Microsoft.

Any organisation which is committed to diversity management, in accordance
with its own business, should be interested in identifying groups of "difference”,
i.e. in highlighting its organisational diversity facets. Different organisations
operating in different business contexts and different industries might be
interested in managing different diversity groups. Thus, for example, an
organisation might reflect diversity initiatives in terms of race and ethnicity, or it
might address diversity in terms of religion, gender, sexuality, or age. Moreover,
some organisations might be mainly focused on invisible diversity, such as
working patterns - job sharing, part-time, flexible working arrangements, and
home working.

The analysis of our sample of companies has identified some main areas of
difference. These are: gender, ethnic minorities, disability, work/life
arrangements and sexuality. It is interesting that all the organisations, though
recognising the importance of invisible differences, have mainly paid attention to
visible diversity. This is understandable since these are the first areas of
diversity that need to be addressed, and because they are the diversity aspects
addressed by equal opportunities legislation. However, an important invisible
difference which emerged during the study and was addressed by almost all the
organisations is that of “work/life”. This is considered very important since
people within organisations appear increasingly interested in flexible patterns of

work. As a result, many organisations are adopting job sharing, part-time,

12
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flexible working arrangements, home workers, and workers on condensed
hours.

Almost all of the organisations studied adopted a bottom-up approach to the
generation of support groups of people who are different, for example, a
women's network, or an ethnic minority group. These working groups are
generated as needed by employees rather than by organisational departments.
Some interviewees highlighted the issue that even if the support group plays a
relevant role in supporting diversity within the organisation, it is important to pay
attention to their management since they can perpetuate stereotypes and
generate segmentation of diverse groups within the company.

We have provided an interpretation of diversity and an analysis of how diversity
is expressed within organisations. Now we move on to consider the reasons
why organisations in today’'s business environment may adopt diversity

management as a strategic management approach.

13
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3 Driving forces of diversity initiatives in today’s

business context

Today's economy and the business world are characterised by growing
complexity due to increasing turbulence and dynamism. This requires
companies to achieve higher degrees of competitiveness to survive and
prosper. In today's business context, organisations are under different
competitive pressures as demonstrated by phenomena such as globalisation,
internationalisation, evolution of new technology, changing client demands, and
changing economic, political and social cultural structures. In this new context,
commonly labelled the ‘New Economy’, diversity can represent a fundamental
strategic lever to improve business performance and to support the process of
continuous innovation.

Diversity is a hot topic for both public and private organisations. For public
sector organisations, diversity initiatives can be considered a business
imperative, since such organisations are much more committed to implement
equality and diversity programmes. They have to serve a diverse society - a
society made up of men and women; of people of different culture, religions,
races, nationalities, of different ages, with or without disabilities, with different
sexual orientations and many other differences, as well as varying combinations
of differences. Thus, public organisations, recognising the differences within the
society that they serve, strive to address the interests of people from all
sections of society. Moreover, they strive to reflect the diversity of society that
they serve.

For companies, diversity is a resource that can be adopted and exploited as a
strategic asset to gain competitive advantage. Diversity can contribute in
different ways to increase the value generation process for the company.

However, for public and private sector organisations, the business objectives for

14
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implementing diversity initiatives are different — for the former to provide fair
services to everyone without any form of discrimination, and for the latter to
make profit by selling their products. Diversity is a key lever to increase
organisational capabilities by providing employees with new skills that generate
a more flexible and innovative working environment, and enable organisations

to offer a better delivery of services and products.

In our study, starting from an analysis of the literature, we have identified the
strategic factors that are said to be driving organisations to implement diversity
initiatives. The following main driving forces are highlighted: labour market
demographics; globalisation of business; social, political and/or legal forces;
organisation determinants; competitive advantage; internal pressure, and top
management commitment. These can be grouped into two main categories:

external and internal driving forces respectively.

In order to understand how organisations perceive the strategic drivers for the
implementation of the kinds of diversity management initiatives detailed above,
we asked the interviewees to weight using a Likert scale (from 1 = not important
to 5 = extremely important) the importance to their organisation of the different
driving forces. The results are summarised in Figure 1. Thus from the analysis
of our empirical research, we gain some insights regarding the perceived level
of importance of the different value drivers across our sample organisations. In
each section, we present first the comments from the literature, and then the

views of our respondents.
1.2. 3.1 External Driving Forces

3.1.1 Labour market demographics

The demographics of the labour market include a number of variables and
contexts. One phenomenon is the aging workforce. As the working population

ages, older people are demanding more flexibility, but many wish to continue in

15
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work. Moreover in some industrial areas, the aging of the workforce is
accompanied by low rates of unemployment which makes the labour market
very competitive. In this context, organisations might adopt diversity initiatives to
respond both to the internal expectations of present employees and the
changes in the labour supply in the marketplace. In particular, in the most
developed industrial areas, the labour force is characterised by an increase in
the percentage of minorities (Friedman and DiTomaso, 1996). Moreover,
diversity represents a lever that can be used to increase the attractiveness of an
organisation as an employer, particularly important when there is a need to
attract a high quality talented workforce.
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Figure 1. Drivers of Diversity - Mean responses of interviewees.

In our sample, labour market demographics were considered the most
important driving force for the implementation of diversity management
initiatives. The shrinking labour supply was expected to be significantly more
important in the future. All the organisations interviewed pointed to this as the
most important strategic reason to focus attention on diversity. Its importance
was particularly related to the need for organisations to be seen as attractive

employers over a wide range of factors. Hence diversity management
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represents an indicator of an organisation’s cultural context in which key
features are the competence of diverse individuals and their ability to provide
value to the organisation.

3.1.2 Globalisation of business

Many organisations recruit diverse individuals to help an understanding of
particular market segments, thereby improving opportunities to service their
specific requirements (McCarroll, 1993; Richard, 1997; Thomas and Ely, 1996).
The basic idea is that people who represent forms of diversity can help
organisations achieve a match between internal resources and external
demands (Dass and Parker, 1997a & b).

Many companies recognise the globalisation of business as a driving force for
the implementation of diversity management initiatives even if it is not currently
considered to be the major driver. However, interviewees pointed out that
particularly when the company’s business is international, the people within the
company need to share a model of practice and they must be able to work
across cultures, addressing the potential barriers that might exist. So the
globalisation of business is considered a driving force that could potentially
increase in significance as organisations trade more globally and individuals are
more engaged with colleagues across Europe and the wider world. Even in the
public sector, globalisation was an important driver for some organisations,
particularly the Department of Health, as closer links were forged internationally,
for recruitment of scarce medical staff, for patient care and research

collaboration.

313 Social, political and legal forces

Organisations are also motivated to address diversity-related issues in
response to external pressures from social, political and legal forces (Dass and
Parker, 1997a& b). For both public and private sector organisations, it is always
very important to be compliant with the law. Diversity management represents a

way to ensure that compliance is made to new legislation requirements.

17



Report on Diversity Management: Practices, Strategy and Measurement

The interviewees suggested that social, political and legal issues have
traditionally been the driving force behind equal opportunities activities within
organisations. This continues to be an important driving force, since
organisations need to comply with legal requirements and be respectful of
ethical and social values. However, this is no longer the most important reason
for implementing diversity management initiatives. Nonetheless, external social,
political and legal forces continue to be seen as key drivers for diversity
management because the absence of diversity initiatives can undermine the
organisation’s reputation as an employer equipped for the future. For public
sector organisations, principles of fairness and equality of opportunity were
particularly important drivers, as they needed to demonstrate social justice as
employers of large numbers of female and ethnic minority workers. The public
sector organisations were thus the embodiment of government policies on
diversity management.

3.2 Internal Driving Forces

3.21 Organisational determinants

Organisational factors affect diversity initiatives. Stable organisations seem
more willing to maintain the status quo and are consequently less willing to
recruit a diverse workforce (Kelly and Amburgey, 1991). Other studies have
shown how smaller organisations are more willing to hire or promote women in
management (Baron et al., 1991). Moreover, the industry sector can have a
great influence on the recruitment level of diverse groups. For example
according to Blum et al. (1994), the percentage of women in management is

substantially higher in the service industry compared to manufacturing industry.

From our interviews, we found not surprisingly that organisational determinants
as a driving force varied in nature. For example, some organisations stressed
that diversity management becomes very important when a change is being
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made to move from a hierarchical to a more facilitative structure, when the
organisation is trying to work more with its operational arms in a supportive
rather than a directive way. In this context, diversity represents a way of
supporting cultural change.

3.2.2 Competitive advantage

The dynamism of the current competitive context necessitates a workforce
capable of adapting to rapid and continual change (Dass and Parker, 1997a &
b). By embracing employees from difference backgrounds, diversity can
contribute to increase organisational creativity, problem-solving ability, and
flexibility.

Diversity initiatives can be adopted as a way of better reflecting the society in
which the organisation operates. This issue was particularly highlighted by
public organisations in our sample. Diversity can also be adopted as a strategic
lever for developing marketing policies. This is particular important for
organisations trying to manage their brand image, i.e. managing how their

policies are perceived by the market from an ethical point of view.

3.2.3 Employee actions and internal policy

Organisational diversity initiatives can be an answer to internal pressure in the
form of employee complaints and collective action towards a more diverse
workforce, with career development and a fair system of rewards (Gresov and
Stephen, 1993).

In our sample, internal pressure was not considered to be very important as a
driver for implementation of diversity initiatives, although we had expected to
find pressure from women or ethnic minority groups. However, most of the
organisations studied did have support groups representing different categories
of diversity within the organisation, and their actions sometimes stimulated the
implementation of diversity initiatives. The trade unions sometimes played a role

in driving change through diversity initiatives.
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3.24 Personal commitment of leaders

The personal commitment of individual leaders who focus attention on diversity
initiatives appears to be particularly important (Thomas and Ely, 1996).
Individual leaders can assume the position of a "champion", promoting and
supporting diversity in all its forms.

Our sample considered that top management commitment was very important
as a driver for the implementation of diversity initiatives. In addition, the success
of diversity management implementation was thought to be closely linked to the
presence of senior diversity champions within the organisation. When new
directors with an interest in diversity management were appointed, change
happened faster, but often the momentum was lost when the diversity champion

moved on.

1.3.3.3 Other drivers for diversity initiatives

The interviews identified other driving forces not explicitly identified within the
literature review. Some are considered quite important in prompting
organisations to adopt diversity management, in particular; customer and
shareholder pressure; and social, moral and ethical values.

Investing organisations such as large pension funds are increasingly being
asked by analysts what their polices are in terms of investments, e.g. how are
social strategies and stances on diversity represented in the investment
portfolio. This indicates that diversity is becoming increasingly important in
terms of value generation from investors. In other words, diversity may be a way
to show to customers and potential investors some of the social and moral fibre
of the organisation. This may then attract more investment, and more job
applications from those concerned that their investments or their employment
are tied to companies with the highest social, moral and ethical standards in the

way they deal with diversity.
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4 Diversity initiatives in companies and organisations

The interviews highlight that diversity management is progressed by the
instigation of various diversity initiatives. These initiatives are considered to be
operational applications of the diversity management process. Their aim is to
leverage diversity in order to attract, maintain and develop the organisation’s
diversity assets. By diversity asset we mean any form of workforce diversity
which the organisation considers as strategic and which can contribute to
company competitiveness.

Through the adoption of diversity initiatives, organisations are developing
diversity management. However it is important to stress that diversity
management is far more than the simple implementation of diversity initiatives.
In the management literature, diversity management is referred to as the
commitment by organisations to recruit, retain, reward, and promote a
heterogeneous mix of employees (lvancevich and Gilbert, 2000; Thomas,
1990). Adopting a broad definition of diversity management, we mean a
managerial philosophy which aims to value workforce diversity in all its forms in
order to generate benefits for the organisation’s various stakeholders and
therefore to improve corporate competitiveness by enhancement of

organisational performance.

From an operational point of view, diversity management, as shown by the
empirical research, is carried out by a set of specific diversity projects and
initiatives. These initiatives can have different performance goals and involve
different business process areas.

In order to provide readers with a conceptual understanding of the kinds of
diversity management practices that an organisation might implement, a
Diversity Management Process Cycle is introduced below. It identifies the

diversity management processes needed to manage diversity. Figure 2 depicts
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the main processes underpinning a diversity management strategy. It is
important to stress that the diversity management processes are closely
interwoven and often overlap. They should be interpreted as a continuous
never-ending cycle and implemented within the organisation as ongoing,
measurable, manageable and integrated processes.

Generating
Diversity

Mapping
Diversity

Measuring
Diversity

Diversity

Exploiting
Diversity

Figure 2. The Diversity Management Process Cycle.

In the following section the main characteristics of the cycle processes are
introduced.

4.1 Generating diversity

This includes all processes executed in order to increase the stock of corporate
diversity assets. The generation of diversity involves two main sub-processes.
The first equates to diversity acquisition, which is the process of capturing and
bringing diversity from the external environment into the internal context of the
organisation. The acquisition of diversity can be managed simply by recruiting
people who enable increased demographic variation. The second involves
maintaining diversity, i.e. a valorisation of the existing organisational diversity
facets, and diversity creation. This includes development of new diversity facets
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such as working style, leadership and other forms of invisible difference and

should provide opportunities to ensure diversity at every organisational level.

4.2 Mapping diversity

This is the process of identifying and locating diversity assets within the
organisation. The mapping process can be performed within the organisation, to
identify diverse groups who play or may play a key role in the organisational
value generation process. It might also be used to identify possible external
diversity resources, such as a talent pool for the recruitment of expert people
from minority backgrounds.

4.3 Embedding diversity

Integrating different forms of diversity is a process which aims to gain
competitive advantage, for example by generating innovations within the
organisation. The embedding process can involve diversity assets which are
internal to the organisation. It can also address the capture of relevant diversity
assets from the external environment, to be integrated into the internal

organisational diversity assets.

4.4 Exploiting diversity

This is the process of using diversity assets to generate value for the
organisation. Like any other resource, diversity is an asset which can generate

value for organisational competitive advantage but only if it is exploited.

4.5 Measuring diversity

Measuring diversity is the process of assessing the value both of organisation
diversity and of organisational diversity initiatives'. It is a process of fundamental
importance since, as well expressed in a managerial homily, “you cannot

manage what you cannot measure’. For successful implementation of any
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diversity management initiative, it is essential to put in place an effective
measurement system.

4.6 Types of diversity initiatives

The diversity management processes represent the foundations of diversity
initiatives and can be implemented within an organisation by developing
dedicated diversity programs. The role played by these programmes is mainly
context specific. As stressed by the empirical research, different organizations
may have different reasons for developing diversity initiatives, and different
business contexts can require diverse approaches. Thus any organisation has
to decide for itself why, what and how to perform its diversity management
processes.

Within an organisation, diversity management processes can be applied to any
business process area as cross-sectional processes and can involve different
contents, such as recruitment and retention, but also management commitment,
rewards and compensation, employee satisfaction, and workforce skills.

Some of the diversity initiatives that were mentioned in the empirical research
are:
e work life balance policies
o flexible working policies
e top management support
o diversity management training and continuous diversity education
e equal opportunities policies
e career management programmes
e cultural change programmes

e staff working groups

promotion strategy

compensation programmes
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e mentoring programmes
e job design

o staffing plans

e network groups

o supplier diversity policies.

4.7 Link between diversity initiatives and the value

generation process

In the research literature, a number of business factors are identified as reasons
for implementing diversity initiatives. These include workforce utilisation, diverse
customer base, globalisation of markets, improved productivity, continuous
quality improvement, recruitment and retention of skilled workers, increased
creativity and innovation, synergistic teamwork, and avoidance of lawsuits
(Litvin, 2000; Yarrow, 1996). These represent possible ways in which diversity
initiatives can impact on the corporate bottom line. As such, managing diversity
can be considered a bottom-line issue, and thus a business imperative (Litvin,
2000). However, as yet there is little empirical evidence to prove a direct link

between implementation of diversity initiatives and company profitability.

Even though the representatives from the sample organisations seemed to
believe that diversity initiatives would have a positive impact on the bottom line,
there was no direct proof of this link. Nevertheless, all the managers interviewed
were keen to implement diversity initiatives. They believed that diversity
management could contribute to increased business process effectiveness,
enabling the value generation process. The value-added would be as a result of
the link between diversity initiatives and the business processes, in particular

the HR processes, according to most of those interviewed.

In other words, people are considered to be the key factor linking diversity

initiatives to corporate business performance. Indeed, it is always possible to
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identify people who on an individual or a group basis underpin any one of the
organisation’s business processes and are responsible for executing them.
Thus diversity management is a way of generating and maintaining the skills of
a diverse workforce within the organisation, and translating those skills into
working practices and into a working environment which bring flexibility,

innovative capabilities and allow better delivery of services.

4.8 Different level benefits of diversity initiatives

Diversity management processes carried out through diversity initiatives enable
the organisation to attract, retain, maintain and increase a diversity profile within
the workforce which in turn produces benefits at three main levels: personal,

organisational and environmental.

At a personal level, diversity initiatives can contribute to increased individual
loyalty and commitment to the organisation, as well as the ability to interact,
adjust, create a group identity, and reduce conflicts and communication
problems.

At an organisational level, diversity initiatives can generate benefits in terms of
performance, creativity, reduction in absenteeism and turnover, and increased
job satisfaction by paying attention to compensation, promotion, supervision,
co-working, and security.

Finally, at the environmental level, diversity initiatives can improve the brand
image, customer loyalty, the corporate social and ethical contribution, supplier
relationships, and community integration.

Figure 3 illustrates a conceptual framework linking diversity management to the
value generation process of an organisation. The basic idea is that the
continuous implementation of diversity management practices within an
organisation in accordance with the Diversity Management Process Cycle
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facilitates an increase of the organisation's diversity assets. These in turn
generate value at individual, organisational and environmental levels affecting
the effectiveness of the workforce. Since all business processes are mainly
based on people’s capabilities, an improvement in the effectiveness of the
workforce contributes to the generation of value for the company.

Individual level
= | Business Generated

Processes
Environmental level value

Workforce | Organisational lavel

corporate

Generating
Diversity

Mapping
Organisation’s Diversity

Diversity

Assets . Measuring

Diversity Management
Practicesiinitiatives

Exploiting

Diversity

Figure 3. A conceptual framework linking diversity management to the value
generation process of a company.

In Figure 4, the main business areas affected by diversity initiatives are
identified. Diversity initiatives enable development of a better understanding of
the market as they provide the competencies to develop a clearer view of the
needs and expectations of the customer. A better understanding of customers’
needs allows the organisation to develop better strategy, or for public sector
organisations, to design better policies. This is of particular importance for
public organisations, as diversity management allows a clearer view of the
expectations and needs of the wider community, facilitating the definition and
implementation of better policy. Moreover, bringing diverse skills and culture to
the organisation creates a more efficient working environment, making the
business processes more flexible and responsive to the competitive context and

pressures. Finally, diversity supports the delivery of major frontline services.
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Strategy | Company’s business Delivery
= processes
| Individual level | "
Workforce [gganisaﬁonal level | Bursiiess
= Performance
| Environmental level ]

Figure 4. Business areas affected by diversity initiatives.

Diversity management, through introduction of new skills and cultural
awareness, enables an organisation to be more change-oriented, enabling it to
adapt to the external environment. In accordance with this view, Thomas (1990)
proposes a view of the management of diversity as a process of comprehensive
organisational change. This is designed to create an environment in which
employees with diverse characteristics are better managed in order to get from
them the highest value possible. Moreover Thomas claims that diversity
management is a complex, multifaceted, and time-consuming process. In order
to manage workforce diversity, an organisation has to learn, understand and
value members of other groups, and know how to communicate with them, and
how to lead and motivate them. In other words, organisations should develop a
culture in which everyone is continuously able to accept and learn from other
cultures. In the next section, we address our respondents’ views on the

important issue of managing diversity effectively.
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5 Managing diversity initiatives

Analysis of the experience of our sample of organisations engaged in
implementing diversity initiatives reveals that often there is a lack of structured
approaches in managing diversity to its full advantage. Generally the initiatives
seem to respond to organisational needs to provide an answer to specific
problems, especially human resource management issues such as staffing,
rather than being inspired by a proactive strategic approach. The result is that
often the diversity initiatives within the organisations appear not to be fully
integrated or co-ordinated with wider corporate strategy. This may significantly
reduce the effectiveness and efficiency of diversity management.

As stressed in the previous section, diversity management needs to be
interpreted as a continuous cyclical process. Diversity is concerned with
managing culture and people, and as such is a never-ending process.
Moreover, diversity initiatives should be designed and planned in accordance
with the strategic diversity management aims and aligned to specific corporate
strategies.

5.1 Criteria for managing diversity successfully

In order to assist managers in managing diversity, some key criteria have been
identified (Table 5). These may be used as guidelines for managers who want
to implement successful initiatives. (There are of course some very useful
sources of advice for diversity managers, such as Kandola and Fullerton’s
excellent book, Diversity in Action: Managing the Mosaic, 1998, and the
Diversity Excellence Model booklet and website published by the UK
Government’s Centre for Management and Policy Studies, 2001-2002.)
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Table 5: Criteria for successful implementation
of diversity initiatives

Knowing what we want to achieve.

Any diversity initiative has to start from a clear definition of the targets that an
organisation wants to achieve by its implementation. In other words, what problems
can the diversity initiative help the organisation to solve, or what kind of benefits will
the implementation of diversity generate.

Get executive commitment.

Enlisting the visible support and commitment of the organisation's CEO s
fundamental to a successful diversity initiative. Top management commitment is vital
if the interest in diversity is not to be lost, and to ensure that there is continued focus
on it even when the business is changing. For this reason, it is important to have a
top-level diversity champion within the organisation to ensure retention of the strategic
drive for diversity management, even if diversity is managed lower down the
management tier.

Articulate the forms of support to diversity initiatives.
Be explicit about how support and commitment are to be shown and from whom it is
expected, so that there is a consistent and important message from the top.

Assess the organisational climate.

Before implementing any form of diversity initiative which will involve staff in general,
it is important to assess the climate within the organisation. This will involve collecting
information from employees about their perceptions of diversity issues, and their level
of satisfaction as employees. Questionnaires and focus groups can help clarify the
obstacles. Also, it may prove helpful to determine where your organisation is on the
diversity continuum.
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Create and maintain open channels of communication with employees.
Communication is crucial to the success of diversity plans and should occur not only
at the beginning of a diversity initiative, but also throughout the process. Being
thorough and timely in reporting back to senior management and to staff with any
results and/or progress is very important.

In order to get major benefits from diversity, it is essential to create a very open
organisational environment where staff can ask questions and raise diversity issues
which they think need to be faced by their employer. For this reason, it is very
important to put in place within the organisation proper communication channels to
tap into the information flows actually utilised by employees. For example, some of
the sample organisations rely on team briefing processes across departments and
across directorates as well as staff newsletters and magazines.

Forming a diversity taskforce.

This group, usually composed of a vertical and horizontal cross-section of the
organisation, spearheads the initiative. After training on diversity issues, philosophies
and management, the taskforce members can help to analyse assessment data and
make recommendations to top management.

Design relevant training programs.

The purpose of good training is not just to increase awareness and understanding
about diversity, but also to develop concrete skills that employees can use to deal
with workplace diversity, its implications and its effects for best advantage.

Diversity should be part of any organisation initiatives and activities.

Diversity management should not be undertaken in isolation; rather, it should be a
continuous issue related to other issues such as attracting staff or widening the
customer base.
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Diversity Proofing and Mainstreaming
Diversity is mainly a cultural issue. In order to make diversity a real strategic lever, it
should be embedded into normal business activities so that it becomes part of the
organisation’s normal way of operating. Valuing diversity should be integrated by
being taken into account in everything that is done, and everything that is planned to
be done in the organisation.

Evaluate and measure each component of organisation diversity initiative.
For successful diversity initiative implementation, it is important to evaluate the results
of the initiatives, and measure progress.

An important issue surrounding the management of diversity initiatives relates
to the location of diversity management responsibility within the organisation.
This issue is addressed in the following section.

5.2 Location of the organisation unit in charge of
managing diversity

We had much discussion with the diversity managers regarding the positioning
of diversity initiatives within organisations and the extent to which they should
be staffed. The structure, objectives and strategic position of diversity initiatives
depend significantly on the organisation’s goals, needs, size and resources.
Many larger companies invest significantly in a specialist diversity team, while
smaller organisations tend to have just one diversity specialist based within the
general Human Resources (HR) department. It is interesting to see that most of
the people interviewed (who were responsible for diversity in their
organisations) came to that role via a HR route. An important reasons for this is
that diversity is seen to be concerned with getting the most out of people,
helping people to achieve their potential.
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Hence, we found that, since diversity management is mainly concerned with the
management of a diverse workforce, the organisation unit responsible for
diversity programmes is generally the HR department, although in some cases,
it was located in a Training department. However, diversity seen from a
strategic perspective involves all the organisation’s processes, as these almost
always have a people element. Thus, all organisation units should be interested
in managing diversity. We feel that, even though diversity management is
clearly related to HR, the management of diversity initiatives should not be
confined to HR, or the benefits reached will be mainly focused on employee
relations. Management of diversity should include consideration of other
organisational functional areas such as communications, brands, marketing,
customer relationships, operations, and so on. Clearly this must also include
close co-operation with the HR function, but the diversity manager needs to
have access to other departments to raise awareness that diversity
management can add value in their areas too. Consideration could be given to
locating the responsibility for managing diversity as a strategic resource within
the business planning unit rather than HR, to make it easier to capture the
competitive advantages.

The empirical study shows that in all of the organisations studied, diversity
initiatives at least begin within the HR department, because of the links with
equal opportunities management. Only when organisations feel that diversity is
an area to which more attention should be paid are more specific investments
dedicated to it. Frequently organisations define an infrastructure in order to take
diversity forward, by setting up a diversity business group or task force,
including a diversity champion with the aim of prompting and promoting diversity
initiatives. The empirical evidence suggests that it is particularly important that
this includes the involvement of the overall Chief Executive to ensure that all
senior managers take diversity seriously within their business areas, and ensure
that diversity is integrated into all business activities.
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One best practice identified during the study is that it is particularly important at
the beginning of diversity initiatives to define action groups involving employees
from various different job levels. These groups can be involved in a learning
process aimed at understanding diversity and how its underlying philosophy
differs from equal opportunities approaches. These groups can form a kind of
organisational conscience when they go back to their parts of the business, by
ensuring that day-by-day activities reflect the diversity objectives and
philosophies.

Moreover, in order to achieve successful implementation of diversity initiatives,
the empirical findings suggest that it is important to have a diversity manager
within the organisation, even after successful diversity initiatives. The objective
is then to co-ordinate activities such as putting together materials and
supporting line managers to deliver diversity. The manager can also work
closely with the board level diversity champion. Evidence suggests that these
roles have to be filled by people who really believe in diversity and its benefits to
the organisation, and have diversity aligned to their personal values.

Even if a central organisation unit is set up to instigate and co-ordinate diversity
initiatives, this study of diversity management practice suggests that all areas of
the organisation need to feel ownership of and responsibility for diversity
programmes. Diversity management initiatives need to reach every line
manager and every individual - everyone has responsibility for diversity
management. Everyone needs to consider the way in which they treat their

diverse colleagues, and support an inclusive and flexible organisation culture.

Particularly important for the success of the implementation of diversity
initiatives is to get board level sponsorship and to engage the middle
management tier. The role of the middle management tier is very important
since it represents the location for changing the culture, moving forward. Middle

managers are likely to have the greatest influence over operation processes.
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Ultimately diversity remains a cultural issue and it needs to be part of the day-
to-day working activities rather than be managed centrally, although a central
facilitator is needed to monitor progress and initiate projects to prevent or
address slippage. The conditions identified by Thomas and Ely (1996) to
connect diversity to work perspectives appear particularly important. These
conditions are listed in Table 6.

Table 6: Conditions to connect diversity to work perspectives
(Thomas & Ely, 19996)

1. Understand that a diverse workforce will embody different perspectives and
approaches to work, and leadership must truly value variety of opinion and insight.

2. Recognise both the learning opportunities and the challenges that the expression
of different perspectives presents for an organisation.

3. The organisational culture must create an expectation of high standards of
performance from everyone.

4. The organisational culture must stimulate personal development.

5. The organisational culture must encourage openness.

6. The culture must make workers feel valued.

7. The organisation must have a well-articulated and widely understood mission.

8. The organisation must have a relatively egalitarian, non-bureaucratic structure.
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Looking at the experiences of the companies studied, it is possible to define an
evolutionary process regarding the implementation of diversity management
(Figure 5). Four main stages can be identified, corresponding to four possible
forms of implementation of diversity management within an organisation.
Usually organisations start with equal opportunity initiatives, then move to
diversity initiatives. Initially, diversity management is an integral part of HR
processes. Later, when organisations recognise the strategic value of diversity,
a dedicated organisation unit is defined. The last stage represents the way
successful diversity management can be managed by integrating diversity
management in the day-to-day operations of the organisation.

Trends of Diversity

Management over Diversity
time Management
Integral part of
organisational
life
v @
_ Diversity
o gg,%%*,f:,%ume Diversity Management
I & @ ' out of HRD, into
dedicated organisation
Equal unit
opportunities

Figure 5. Forms of implementation of diversity management within an
organisation.
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6 Linking corporate strategy to diversity initiatives

Diversity is now recognised by organisations as a strategy that can contribute to
improved competitiveness. This interpretation is tied to the concept that
diversity is a business issue rather than just a legal compliance issue, or a

moral and social responsibility issue.

Our empirical research suggests that diversity can create competitive
advantage providing both external and internal value to an organisation.
Externally, a diverse workforce allows management of the company’s brand
increasing the chances of fostering brand loyalty resulting in greater customer
retention and growth. Internally, a more diverse workforce has positive benefits
on organisational effectiveness by raising morale, bringing greater access to

new market segments and enhancing productivity.

Both public and private organisations in our sample considered diversity to be a
way to make organisations more flexible and responsive. In particular, three
main aims of diversity initiatives could be identified, which could be summarised
by the acronym STA (See - Think - Act). Diversity is interpreted as a way to
better See the end demand requirements, i.e. to better understand the market
or the social community’'s needs, for private and public sector organisations
respectively. Moreover, diversity leads organisations to Think about the
strategies to put in place in order to satisfy either the market demand or the
social community needs. In particular for public sector organisations, diversity
management is seen as a lever that enables better policies to be pursued and
provides a clearer view of the expectations and needs of the wider community.
Finally, diversity improves the organisation’s abilities to Act. Diversity allows
organisations to acquire the wider skill sets which are critical to support the
delivery of a major frontline service to an increasingly diverse target population

of customers and service users.
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Given the importance of diversity for company competitiveness, it is suggested
that companies should treat it as one of their central business issues, closely
aligned to and integrated with all the other corporate strategic objectives. For
this reason, diversity should be reported and directed at board level and then
managed by a diversity manager and cascaded throughout the organisation
with the aim of integrating it into the daily activities of the company.

Analysis of the management literature identifies a range of strategic reasons
which prompt organisations to develop diversity initiatives. These include the
need to: improve employee commitment and motivation; increase customer
response; attract and retain talents; increase creativity; increase flexibility;
facilitate group/team work; facilitate supplier relationships; and drive change in
the organisation culture. In our interviews, we asked the organisations to rate
these reasons in terms of importance. In Figure 6, the average level of

importance of the different strategic value drivers is illustrated.

Improve employees
commitment and motivation

1 2
]
|
I

Higher customer respons.’ s

Attract and retain talent

Increase Creativity

Increase flexibility

Facilitate group/team work

Facilitate supplier relationships

Drive organisation culture

Figure 6. Average level of value drivers’ weights
expressed by interview organisation.
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6.1 Improve employees’ commitment and motivation

The improvement of employee commitment and motivation is considered a very
important value driver for the implementation of diversity initiatives. Diversity
initiatives are a way to help organisations to build up an organisational
environment in which all employees feel included and valued on the basis of
merit. Moreover, it is believed that successful diversity programs can boost
overall company morale, by giving people a feeling that they are doing the right
thing and enhancing a culture where merit is rewarded regardless of gender or
race. Where people are treated fairly, they are happier, they are therefore more
productive, and if they are more productive, they are improving organisational
performance. Organisations in our sample implemented staff surveys in order to

monitor employee commitment and motivation.

6.2 Higher customer response

The customer response is interpreted particularly by companies as the direct
link between diversity initiatives and the bottom line. There is a common view
that as product markets continue to grow both domestically and internationally,
few companies can expect to gain access to this kaleidoscope of customers
without recruiting and retaining a workforce that reflects the diversity of the
marketplace. Those organisations who have a mix of employees that reflects
their customer base customers find that the employees can literally and
figuratively speak the customer's language, which benefits organisation
performance. Diverse employees can better understand the requirements of
diverse customers, identify their needs and suggest potential new markets.
Diversity also can increase a company’s access to new markets and help in
understanding the needs of these markets. For the public sector organisations,
the need was to extend their services to the wider diverse community, and
again, diversity management could lead to increased take up of services by

those who were different.
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6.3 Attracting and retaining talent

As finding highly talented people in the recruitment market becomes
increasingly difficult due to the high demand for skilled staff, recruiting and
retaining talented employees is becoming very important for organisational
success. Thus attracting and retaining talent is considered the most important
value driver for diversity management implementation within our sample
organisations. Findings of the study suggest that successful management of
diversity does aid recruitment. Qualified and talented candidates are often
attracted to employers who are able to show that they are committed to
developing and promoting a wider array of people. Furthermore, diversity
initiatives are seen as a way to reduce employee turnover, particularly of those
individuals falling into a group considered to be "different", who reportedly often
leave after a year or so. In other words, diversity initiatives can reduce the costs
of turnover and annual recruitment. Finally, diversity initiatives indicate to staff

that employees are valued and rewarded on the basis of their talents and skills.

6.4 Increase creativity

Even though some management literature suggests increased creativity as a
relevant and strategic reason for adopting diversity management, the interviews
undertaken did not suggest that this was a major value driver for diversity
management. Nonetheless, diversity managers did comment that employees
from varied backgrounds bring different perspectives, ideas and solutions, and
can devise new products and services, challenge accepted views and generate
a dynamic synergy that may yield new niches for business opportunity. It is
recognised that diverse groups tend to be more creative problem-solvers as
their differences in background and perspective bring a wider discussion and
broader range of options. The study suggests, therefore, that diverse
organisations have the potential to be more innovative but this impact has not
yet been measured. Finally, we add that corporate boards and leaders

especially may benefit from diversity in their profile because they are often
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called into action specifically to solve problems that are out of the ordinary,
requiring innovative solutions to be found.

6.5 Increase flexibility

Interviewees recognise that diversity is at the basis of the organisation’s ability
to respond to changing environments and demands, making it more flexible. In
particular, many organisations interpret diversity as a training ground that
provides the opportunity to learn how to handle change by adapting to new
situations and learning from people from different from backgrounds.

6.6 Improve group/team work

Even though organisations recognise the value that diversity initiatives can have
in improving group and team working, this is not considered to be a very
significant driver of value. Nonetheless, it appears particularly relevant to those
organisations which undertake considerable amounts of project work, as it
enables inter-group conflicts to be avoided or managed. It is important to stress
that in the literature, some studies have found that diverse groups make better
decisions because they are more creative, while other researchers find that

diverse groups are less effective because they have more conflicts.

6.7 Facilitate supplier relationships

Some organisations stressed that companies with greater diversity also make
better business partners and merge more smoothly with other companies. A
jarring clash of cultures can so easily undermine these business deals. Diverse
companies ease the transition because they more readily understand and
accept different cultures. Public sector organisations were charged with using
suppliers committed to equal opportunities policies, and so suppliers with
diversity in their workforce would probably attract more business.
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6.8 Drive the organisation culture

This is considered to be a very important value driver. Diversity is adopted as a
fundamental lever to influence organisation culture (although it is important to
remember that organisational culture changes very slowly, and at a different
pace in different parts of the organisation). This point is also supported by the
management literature in which there are many studies that specifically
describe how people from differing socio-cultural groups have differing
perspectives and different interpretation processes, manifested in their values,
attitudes, beliefs, and behaviours (Hall, 1983; Kluckhohn and Strodtbeck, 1961).

According to this value driver, managing diversity is mainly concerned with the
management of cultural differences within the organisation. Managing
organisational culture is a strategic issue. The organisational culture, interpreted
as the organisation’s set of values, vision, mission, policies, procedures, and
norms is the most important driver of organisational behaviour. Culture affects
how the business is perceived and managed, and determines how well an
organisation will perform.

6.9 Other drivers

The interviews highlighted other strategic value drivers for the implementation of
diversity initiatives. Particularly important were the moral arguments, not only for
public sector organisations which have strong moral and ethical requirements,
but also for private sector organisations. In fact, in addition to the profit
motivation, many of the companies studied said that they very much believed

that organisations should contribute to the communities in which they operate.

6.10 The success chain

Finally in order to stress the strategic role of diversity, a success chain (Figure
6) is proposed as an interpretative framework of the relevance of managing

diversity. It shows that managing diversity results in generation of value for the
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organisation, which in turn enables improved business performance in
accordance with the factors presented above. Ultimately better business
performance leads to bottom-line results.

P

Financial Results

@/
Improvement of Business Performance
Getting Value Drivers

Diversity Management Initiatives

Figure 6. Success chain of diversity management initiatives.
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7. Measuring diversity initiatives

How can you measure the success of diversity programs? This question
represents one of the greatest challenges for diversity managers. Certainly,
measuring diversity and its value for the organisation is fundamental to diversity
management. Organisations are accustomed to using numbers to measure
bottom line results — sales figures, employee turnover, profit and loss are just a
few ftraditional indicators. Measuring the success of diversity activities,
programmes and processes is less obvious, and is difficult to quantify.
Nevertheless, senior management are starting to demand metrics that can
prove the success and value of their organisation’s diversity initiatives.
Measuring the results and value of an organisation’s diversity activities is critical
if such initiatives are to have a high profile and receive sufficient credibility.
Measurement enables benchmarking of activities and the development of future
programmes that positively impact on the bottom line.

The empirical research suggests that the assessment of diversity initiatives
have two main aims, which correspond to two different measurement
approaches. These are:

o the evaluation of organisational diversity

e the measurement of performance of diversity initiatives.

7.1 The evaluation of organisational diversity

The first relates to an understanding of the diversity within the organisation
(knowing how diverse its staff are, and where the diverse individuals are spread
across the organisation) and aims to monitor diversity polices within the
organisation. Some possible metrics are: the percentage representation of
diverse groups in the various job categories; participation of diverse people in
management and career development programmes; and the percentage of
women and ethnic minority individuals on the board and in senior management.
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7.2 Measurement of performance of diversity initiatives

The second measurement system is to analyse the benefits to business

performance of the diversity programmes or initiatives. The range of indicators

which might be defined is very large since it relates to the performance of
specific business processes. Some possible indicators include:

e absenteeism rates and associated costs;

e employee turnover/retention rates (especially of key classes of employees,
such as high-tech professionals, women or people from ethnic minorities)
and associated costs;

e proportion of employment offers accepted by target groups;

e penetration into diverse market segments;

e customer satisfaction;,

e employee productivity;

e saved litigation costs;

e cycle time for heterogeneous or global work teams;

e team productivity;

e innovation rates (e.g., number of new ideas generated per employee);

e number of new ideas and projects generated by a diverse work team;

e number of expatriate assignments terminated prematurely;

e success or failure of mergers/acquisitions.

The findings of the interviews suggest that the best way to assess and monitor
the value generated by diversity programs is to define targets related to the
diversity initiatives and to ensure that these targets are measurable. Example of
such possible targets include: reduce turnover of female employees by 25%;
increase satisfaction of all employees by 10%; reduce satisfaction disparities
among groups by 50%; increase proportion of women in senior management to
30% within three years with a target for each year; and track employee profile to
more closely match demographics of the total workforce.

45



Report on Diversity Management: Practices, Strategy and Measurement

7.3 Tools for measurement

7.3.1 Collect baseline data

Various types of data can be collected and monitored to evaluate and measure
diversity programmes. It is important to choose performance measures that are
valid, for which data are available and reliable, that can be replicated over time,
and most of all, that will encourage the desired behaviours and attitudes. A
complete "suite" of metrics would include some combination of three basic
approaches: measurement of changes in organisational performance,
measurement of individual behaviour and measurement of stakeholder
attitudes.

In order to collect baseline data to measure diversity initiatives, three main
approaches are identified: the use of existing organisational data, diversity

survey, and focus groups.

7.3.2 Existing organisational data

This approach is based on the fact that a large amount of data already exists
within organisations which could be used to assess organisational diversity and
the results of diversity initiatives. Such data would provide even more insight
when statistics are compared by group. For example, is there higher turnover
among females than males and what is the cost (in pounds) of turnover to your
organisation? Is there a higher percentage of complaints in divisions with less
diversity? Is there a greater rate of absenteeism among a specific group of
employees? Is there a significant difference in satisfaction levels of employees

by ethnicity, job classification or gender?

7.3.3 Conducting a diversity survey

Another way of getting baseline information is by conducting regular staff
surveys, as most organisations already do. These can be managed on different

time scales. Surveys can be used, for example, to monitor recruitment trends,

46



Report on Diversity Management: Practices, Strategy and Measurement

and analyse the organisation's attractiveness to diverse groups in society.
Surveys can help identify the diversity of the workforce and its changes over
time. Surveys can help an understanding of why the organisation's workforce is
constituted the way it is, and may help identify issues to do with diversity that
need to be addressed.

7.3.4 Focus groups

Getting employees together in small groups (6-10 people) to discuss their
perceptions of obstacles, issues, and conditions is another way to obtain
pertinent information that would be less likely to be surfaced in a survey.
However care needs to be taken to involve people from across the organisation,
and at all levels, not exclusively minority individuals.

7.4 Measuring the impact of diversity on bottom line

Related to the analysis of the benefits of diversity initiatives on business
performance is investigation of the links between successful diversity
programmes and the overall bottom line. However there is no hard evidence
that diversity yields a bottom-line advantage. The links are complex and difficult
to quantify.

There is an underlying hypothesis for investments in diversity management that
diversity programs will lead to a positive impact both on the workforce and on
relations with customers resulting in a positive impact on the bottom line in
terms of sales and costs. It is stressed that not all diversity initiatives will
necessarily have a positive impact. The best programmes succeed when they
are one part of a good workforce management plan. Poorly managed diversity
programmes can be as harmful as well-run ones can be beneficial, particularly
when expectations of enhanced opportunities are raised by the initiative.

In order to demonstrate diversity's value to the bottom line, it is helpful if

measurement proxies of the value of diversity can be converted to financial
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terms. For example, a benefit such as increased customer-satisfaction ratings;
or improved employee morale and productivity might be converted to increased
sales or reduced costs. Measurement needs to be an integral part of diversity
programmes right from the planning stage, not just a check at the end of an
initiative. Gathering data and setting performance criteria are critical aspects of
planning, and measures should provide feedback that help to shape future
plans.

7.5 Communicating measures and results

Performance measurement data can be used in a variety of different ways. In
some countries, such as Sweden, companies frequently report progress on their
diversity management measures in their annual reports, together with the
financial results. This signifies the importance of diversity management to both
internal and external stakeholders. Some of our sample organisations already
provide a report which cover their stance on diversity, equality, corporate social
responsibility as well as reporting what they are doing to support and sustain
the communities in which they operate. A diversity report allows organisations
to summarise both the successful implementation of diversity management and
the results that have been achieved through specific diversity initiatives.
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8. Final remarks

8.1 Manage diversity well for strategic advantage

By analysing the link between diversity and company’s business performance,
previous research indicates that direct and indirect positive effects of diversity
on organisation performance can be identified (Cox, 1993). Leveraging the
contribution of the workforce through diversity allows the effectiveness of the
organisation's processes to be increased, for example by enhancing the
problem-solving capabilities of the organisation. However diversity can have
also a negative impact on organisation effectiveness. Group cohesiveness may
decrease and communication problems may increase. Thus diversity is a
resource which can produce value only if well managed (Millikin and Martins,
1996). This means that managers need to focus considerable attention on the
management of their organisation’s diversity initiatives and the tools for

assessing diversity management performance.

This research report is based both on an analysis of the management literature
and of an empirical study of leading public and private sector organisations. It
outlines an initial framework to support managers in assessing their

organisational diversity management approaches.

8.2 Suggestions for further research

Further research is necessary to investigate in more depth the aspects of
diversity management, which have been introduced here. For example, of
particular importance is the analysis of case studies to prove the links between
diversity management initiatives and the bottom line as proposed in the diversity
success chain. Firstly, we need to know if diversity management really does
impact the bottom line, and where the greatest benefits are to be found, so that

measures can be taken to gain maximum advantage from diversity.
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Secondly, we need to capture managers’ experience and views of best practice
in diversity management performance. Since diversity management is likely to
have organisationally-specific meaning, each organisation has to decide for
itself why, what and how to design and perform its diversity management
processes. For this reason, it is very important that managers define structured
approaches to develop their diversity programmes. Using a representative
sample of organisations which have experienced successful implementation of
diversity programs, new research might codify the most important managerial
insights and best practices to be considered when planning diversity programs.
These managerial insights could be incorporated into a Diversity Management
Planning Sheet, i.e. a checklist of questions which managers have to answer to
plan their action diversity programs.

Thirdly, we need to examine and promote the best tools for diversity
management. A new Diversity Excellence Model based on the European Total
Quality Management model has recently been introduced. This is very helpful,
as it presents a structure for managers to provide numbers for benchmarking
progress on difficult areas. It certainly goes much of the way towards the
proposals in this research report.

However, the measurement of business performance has recently moved
on from the Excellence models of the 1990s towards the third generation
of Business Performance Balanced Scorecards using strategy maps to
integrate the various strategic objectives and business process results. A
comparison of case studies using these different approaches would
identify the most useful framework for diversity management performance

measurement in the next decade.
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POSTSCRIPT

Since undertaking this research, Val Singh has undertaken a report on diversity
in the UK, its management and its performance, for the Council for Excellence
in Management and Leadership (Singh, 2002). In addition, a paper by Singh,
Schiuma and Vinnicombe (2002) was presented at the Third International
Conference on Theory and Practice in Performance Measurement and
Management, in Boston, USA. Copies of both of these papers are available
from Cranfield School of Management.
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