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The Need for a Skilled, Diverse Workforce: As business leaders, we know from
experience and the best research that diversity is a key strategy to increase
innovation and productivity, help atftract top talent, and increase sales and

profits.

A survey of more than 300 senior executives by Forbes Insights
found among companies with more than $10 billion in annual
revenues, 56 percent strongly agreed that diversity helps drive
innovation. Frédéric Rozé, the Chief Executive Officer of LOréal
USA, said, “Diversity fosters creativity. We need to generate the
best ideas from our people in
all levels of the company and
incorporate them into our
business practices

Rosalind Hudnell, Director

of Global Diversity and
Inclusion at chip maker Intel,
agreed. “Because of our diverse
workforce, we've experienced

a boost in productivity. When
you can move people to
contribute to their fullest, it has
a tremendous impact.”

Increasingly, businesses are designing diversity and inclusion
policies that will broaden their pool of prospective recruits for
their company. There is a clear business motive to do so: Research
by Professor Cedric Herring at the University of Illinois’ Institute
of Government and Public Affairs found that businesses with
greater racial diversity have higher sales revenue, more customers,
greater market share, and greater relative profits compared with
firms with a more homogeneous makeup. Furthermore, a study
by the Society of Management of Accountants found there is even
a causal relationship between diversity in the workplace and
reduced absenteeism and turnover and increased commitment

to the organization. “At the end of the day, when you're creating
an environment where people can come together and bring their
own views and feel respected, competitively, your company will

“\Ne couldn’t have gone through all
of the mergers and acquisitions

and continue to be successful without
having a diverse workforce. It's important
to our business strategy and it makes us
more innovative and competitive.”

Debbie Storey

Senior Vice President of Talent

Development and Chief
Diversity Officer, AT&T

do so much better;” added Debbie Storey, Senior Vice President of
Talent and Development and Chief Diversity Officer at AT&T.

The data tells the story of why businesses that want to be
successful in the future are committing to diversity. According
to the 2011 Census, there are more than 114 million people of
color in America — a growing
percentage of both the workforce
and consumers. The combined
buying power of people of color in
the U.S. grew from $451 billion in
1990 to $1.6 trillion in 2010, and
is projected to be $2.3 trillion by
2015. A diverse workforce helps
businesses understand different
cultures and create new products
and services that will be popular
around the world.

According to a year-long study by McKinsey & Company, the
most important corporate asset will not be our companies’
technology or our plant infrastructures. It will be our

human capital: Smart, sophisticated business people who are
technologically literate, globally astute, and operationally agile.
The search for the best and the brightest will become a constant,
costly battle. Not only will companies have to devise more
imaginative hiring practices, we will also have to work harder to
keep our best people.

To successfully create a diverse/inclusive environment,
responsibility must rest with senior management. Seven out

of 10 companies in the Forbes Insight survey said “the buck
stops” at the CEO level and their board of directors. As business
leaders, we recognize that dismantling the obstacles that create




racial inequities in our nation is very challenging. At the same
time, however, there is recognition that a diverse and inclusive
workforce is critical for future success.

A Diverse Workforce Attracts the Top
Talent

In the fight for global talent, diversity and inclusion policies
are being designed by many businesses as recruiting and
retention tools, helping to broaden the pool of talent from
which a company can recruit, while also helping to build an
employment brand that is seen as fully inclusive. “If you want

to attract the best talent, you need to be reflective of the talent

in that market,” said Eileen Taylor, Deutsche Bank’s Global
Head of Diversity.”

Data from annual research by The New York Times show that

the top five reasons that people join companies are very similar
for all candidates: people want an excellent company with fair

compensation, ample career development opportunities, and
work/personal life balance. But diverse candidates also want
to work for a companies that have people like themselves in
leadership and management positions. This becomes a key
reason why candidates make the decision to join a company.®
A recent study by Towers Perrin, a professional services

firm specializing in human resources and financial services
consulting, shows that a company’s talent practices and
reputation as a “good employer” directly influence a person’s
decision to join and stay with a company.’

Companies like AT&T and Mattel enlist employee groups as
company ambassadors who reach out to talent by attending

external job fairs, conferences and community events. “The
more [the employee groups] reach out to the public, the more
it will help fill our talent pipeline,” said Huey Wilson, Mattel’s
Vice President of Human Resources, Worldwide Operations.'
Other strategies used by companies such as Intel and Credit
Suisse include forging long-standing relationships with
universities to tap into talent."

Harnessing Employees’ Diverse
Perspectives for Innovation

At cosmetics giant L'Oréal, diversity and inclusion
is so central to their work that they have a
formula for diversity management: DIVERSITY +
INCLUSION = INNOVATION AND SUCCESS®. The
formula is a key part of their recruitment, sales,
and community outreach. “The recruitment of
diverse talent for our organization is critical to
our ability to build our business and drive future
growth,” said Sumita Banerjee, Vice President,
Talent Recruitment at L'Oréal USA. “The

diversity of thought, industry, and multi-market
backgrounds of the candidates that we recruit
directly impact our ability to innovate and give
us a foundation upon which we are able to help
to achieve our business goal of reaching a billion
new consumers in the next 10 years,” according
to Banerjee.
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Diversity Increases Sales, Market Share,
and Profits

Herring, the professor of sociology and public policy at the
University of Illinois, found that businesses with greater racial
diversity are more successful. His study examined data from the
National Organizations Survey, a national sample of for-profit
business organizations, and found that:

e  Companies reporting the highest levels of racial diversity
brought in nearly 15 times more sales revenue on average
than those with the lowest levels of racial diversity.

e  For every percentage increase in the rate of racial or
gender diversity up to the rate represented in the relevant
population, there was an increase in sales revenues of
approximately nine and three percent, respectively.

In fact, Herring found racial diversity to be a better
determinant of sales revenue and customer numbers
than company size, the company’s age and the number of
employees at any given work location.

e  Companies with a more diverse workforce consistently
reported higher customer numbers than those
organizations with less diversity among staff. In terms
of racial diversity, companies with the highest rates
reported an average of 35,000 customers compared to
22,700 average customers among those companies with
the lowest rates of racial diversity.

Multicultural Buying Power
(in billions of dollars)

$451

$974

$1,684

$2,277

Source: Humphreys, 2010 *2015 projected.

Eileen Taylor, Global Head of Diversity, Deutsche Bank, “We are

in 75 countries and we want to hire the best talent in each locale.

Diverse teams and companies make better decisions”"

Diversity Improves Businesses' Ability
to Compete in World Markets

With 95 percent of the world’s population existing outside of the
U.S., businesses’ success is directly tied to a global marketplace.

1 Diverse
teams and
companies make
better decisions.
And in the
aftermath of the
flnancial crisis,
diversity is even
more of a priority,”
said Deutsche
Bank’s Taylor.

A diverse workforce helps
business understand different
cultures and create new
products and services.

Companies such as AT&T,
Mattel, Intel, and others
established diverse employee
groups that provide valuable
insight into the markets

they reflect. According to
Huey Wilson at Mattel, these
employee groups have saved
the company from making
some embarrassing and
potentially costly mistakes.
“There have been some big
near misses that we might not
have avoided without” these
employee groups, he said.'®

L'Oréal USA’s Rozé agreed. “While we work hard to retain our
current consumers, the potential for adding new consumers is
in the emerging markets. And diversity is key in this, whether
we're trying to reach men, women of different ages, or women of
different ethnicities.”"”

American Business Need Workers with
Increased Education and Skills Levels

The workforce of the future will require increasing education and
skill levels. Job growth is skewed toward jobs that are either highly
skilled (bachelor’s degree or above) or medium-skilled (associate’s
degree, vocational degree or professional accreditation)."
Between 1973 and 2008, the share of jobs in the U.S. that required
postsecondary education increased from 28 percent to 59 percent.
Furthermore, by 2018, 63 percent of all jobs in the U.S. will
require postsecondary education."

Even manufacturing has shifted to more advanced, computer-
assisted production, replacing the manual labor force with



automation on the shop floor. While nearly one-third of all
manufacturing jobs nationwide were lost during the recent
recession in part as a result of these trends, the Manufacturers
Institute reported in late 2011 that nearly half a million
manufacturing jobs were unfilled. Their survey showed that 67
percent of manufacturers have a moderate to severe shortage

of qualified workers, with even higher shortages in skilled
production positions. Over half of those surveyed anticipate the
shortage to increase in the next three to five years.?

The fact that the U.S. education system is not producing enough
skilled workers imposes a high cost on businesses and the
economy. High school dropouts are so much less productive than
high school graduates that each new class of U.S. dropouts will
earn $154 million less over their lifetimes than their high school
graduate peers.?! These staggering earnings losses translate into
less spending power, fewer contributions to the tax base and lower
productivity.

The skills gap is a significant problem among all workers. Given
the disparities in opportunity driven by historical segregation and
access to quality education and training, there is a larger skills gap
among African-American and Latino workers than whites.?? As
business needs more and more high and medium skills workers,
American workers’ skills gap will cost U.S. business and workers
significantly.

How Can Businesses Incorporate Strong
Diversity in the Workplace?

Thirty-five percent of the respondents in the Forbes Insight survey
said that accountability for diversity in their company lies directly
with the CEO.”

Since 2003, LOréal USAs office
of diversity has reported directly
to the CEO. “Thave to be the
champion of diversity and
inclusion,” said LOréal CEO
Rozé. “It is my job to be a role
model and show how important
this is to our company. It is

part of my responsibility to set
objectives and monitor progress
within our teams”.**

As with other corporate initiatives, measuring the success of
workforce diversity means having clear metrics. According

to Mattel's Wilson, “If we couldn’t measure the impact of our
diversity and inclusion efforts and programs, it would be a hard

ccording to Chubb Group of

Insurance Companies, a multibillion
insurance group, “Those who perceive
diversity as exclusively a moral imperative
or societal goal are missing the larger
point. Workforce diversity needs to be
viewed as a competitive advantage and a

business opportunity.2®

Mattel: Employee Resource Groups

Mattel knows the value of harnessing the unique
insights and experiences its employees bring to the
table. In 2009, company executives decided to
launch a line of dolls marketed to African-America
girls. Senior management enlisted the aid of
Mattel’s African-American Employee Resource
Group fo advise and guide Mattel's marketing
team through the launch of the product. During
the course of several meetings, members of

the group helped to come up with the name

of the line and weighed in on the overall look

and concept of the doll. Today, it is one of the
company'’s best-selling, minority-focused brands.'s

sell among company executives”* Sixty percent of the Forbes
Insight survey participants said their company has metrics in
place and 28 percent said they are developing them.?

Progress Has Been Made but Barriers
Still Exist

Nearly every company in the Forbes Insight survey (97%) had
formal diversity and inclusion strategies in place. “Companies
have to have a diverse workforce,” said Credit Suisse’s Niki
Kesglou, Head of Diversity and Inclusion, Asia-Pacific. “It’s very
important to our business strategy and helps capture new clients
and address business needs.””

Although many companies are
successfully employing diversity
programs to help them meet their
bottom line, significant barriers
continue to exist. Just seven
percent of survey respondents said
they felt that no barriers existed at
their organization to continuing
to develop and implement their
diversity and inclusion programs.
Respondents cited tight budgets as
well as middle management failing
to execute diversity programs adequately.® Survey respondents

at companies with more than $5 billion in revenues are putting
significant more focus on retention and recruitment around
diversity/inclusion than smaller companies.*® As the Forbes
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Insights report states, “there is still work to be done and barriers to
overcome.”*!

Conclusion

As business leaders, we recognize that achieving racial equity in
our nation is challenging and not a short-term endeavor. But,
because a diverse and inclusive workforce is critical for our
success, we must take immediate steps to make meaningful
progress towards achieving that goal, including:

® Continuing to take steps to eliminate racial inequity in
our workplaces through strong diversity and inclusion
policies and strategies that many companies are already
supporting and implementing — and from which they
are experiencing boosts to their bottom lines and
strengthening their workforces.
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