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EXECUTIVE SUMMARY

An increasing number of Euro-
pean companies are adopting
diversity and equality strate-
gies, not only for ethical and
legal reasons but also for the
business benefits they are
expected to deliver. Among
the most important of these
benefits are enhanced
employee recruitment and
retention from a wider pool of
high quality workers,
improved corporate image
and reputation, greater inno-
vation and enhanced market-
ing opportunities.

These are some of the key
findings of this report, which
examines the business case
for diversity on the basis of
feedback to two surveys (in
total 919 responses) carried
out during 2005 among com-
panies in the 25 Member
States of the European Union.
The first survey used ques-
tionnaires and in-depth inter-
views to identify examples of
good practice in workplace
diversity in the areas of race
and ethnicity, age, sexual ori-
entation, disability, and reli-
gion or belief. The second,
complementary survey used
an online questionnaire to
investigate diversity aware-
ness and practices of member
companies of the European
Business Test Panel (EBTP)
across all areas of diversity.

Diversity initiatives expanding

Just under half of all business-
es responding to the EBTP
survey are actively engaged in
promoting workplace diversi-
ty and anti-discrimination. Of

these, 42% have policies that
have been established for
more than five years, 27%
have policies that have been
established within the past
five years and the remainder
are in the process of develop-
ing or implementing diversity
policies.

This pattern of implementa-
tion is generally true of all
countries and business sec-
tors, despite variations in the
number of responses per
country and sector. Of the 798
responses to the EBTP survey,
nearly half (49%) were from
four countries (Germany, the
Netherlands, Denmark and
Poland). New Member States
accounted for 23% of replies
and Southern Europe only 7%.
The 121 good practice survey
results were also predomi-
nantly from the old Member
States in northern Europe.

Access to new labour pool is
key business benefit

Companies are adopting
diversity policies for ethical,
legal and economic reasons.
However, the good practice
research found that where the
main driver is the ethical
dimension, companies still
expect their diversity efforts to
produce tangible business
benefits. They are also keen to
go beyond legal compliance,
sometimes aspiring to busi-
ness leadership in this respect.

Of all the business benefits
that companies either are
achieving or expect to achieve
from their diversity policies,

one of the most important is
resolving labour shortages
and recruiting and retaining
high quality staff. Among
respondents to the EBTP sur-
vey, it was the single highest
scoring benefit, cited by more
than 42% of companies.

This finding acknowledges
Europe’s changing demo-
graphics (low birth rates, age-
ing population and shrinking
workforce) that in the coming
years will require many com-
panies to consider a much
more diverse pool of talent to
meet their recruitment needs,
including cross-border sourc-
ing. Already, demographic
change is acting as a catalyst
for the development of age-
related diversity strategies in
some businesses.

The second major benefit of
diversity, receiving a score of
38% in the EBTP survey, is its
ability to enhance a company’s
reputation and image, and its
standing within local commu-
nities. To achieve this, good
practice companies take part
in a variety of external activi-
ties in order to promote under-
standing of their principles
and values. These include par-
ticipating in research studies
and benchmarking exercises,
philanthropic giving to tackle
social exclusion, supporting
access to education and train-
ing, and sponsoring or taking
part in community festivals.

A further important business
benefit of workplace diversity
is the opportunity it affords to
improve innovation, leading to
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new products and services,
and potential new markets.
More than 26% of companies
in the EBTP survey rated inno-
vation and creativity as a ben-
efit.

Among the good practice case
study examples, it is evident
that internal diversity is lead-
ing to marketing and product
developments that cater for
new market segments and tra-
ditionally excluded groups
(such as the elderly, gays and
lesbians, and ethnic minori-
ties) as well as existing cus-
tomers. These companies are
aiming to increase their rev-
enues, their customer satisfac-
tion and their corporate image.
In some cases, they are also
using the new developments
to address social exclusion
and disadvantage faced by
particular members of society.

Combating discrimination in the
workplace

For diversity strategies to suc-
ceed, they need to overcome
an overriding obstacle that is
common to most businesses —
opposition in the workplace.
Among companies taking part
in the EBTP survey (both those
with and without diversity poli-
cies), 17% highlighted discrim-
inatory attitudes and behav-
iours as their biggest challenge
in promoting diversity.

To address this issue, good
practice companies approach
diversity as a culture change
process, applying lessons they
have learned previously about
effective change management,
including defining a clear case
for action, building leadership
commitment, establishing an
infrastructure to support imple-
mentation, and communicat-

ing diversity and inclusion
principles to staff, customers
and other stakeholders.

In these companies, diversity
is a business-wide concern,
rather than being the sole pre-
serve of human resources.
Ownership and accountability
for diversity goals are built
into strategic frameworks that
include goal setting, allocation
of funding and resources, and
performance measurement
and appraisal. Business man-
agers, first and foremost, are
responsible for meeting the
goals and often rewarded
according to their progress.

The need for extensive staff
development programmes is
recognised in good practice
companies to increase under-
standing and awareness of
diversity, including legal and
compliance issues as well as
the implications for recruit-
ment, promotion and apprais-
al processes. Many companies
also provide managers with a
series of performance plan-
ning frameworks, diversity
checklists and toolkits to sup-
port them in policy implemen-
tation.

Support from unions, works
councils and other staff
groups or networks, is another
prerequisite for successful
implementation of diversity
policies, according to many
good practice companies.
Involving workers’ representa-
tives in policy planning, imple-
mentation and monitoring is
key to help underscore man-
agement’s commitment to
diversity for the long term, as
well as its aims and objectives
and how they will affect work-
ers and the working environ-
ment.

Measuring the results can be
difficult

One of the key findings of this
report is the lack of systematic
monitoring and evaluation of
the progress and benefits of
diversity among both good
practice companies and EBTP
survey companies. Nearly 70%
of EBTP companies that have
or are implementing diversity
policies fail to regularly moni-
tor their impact. According to
20% of EBTP respondents, the
difficulty of measuring the
results of diversity is a major
challenge to addressing work-
place diversity and anti-dis-
crimination.

Among good practice compa-
nies, a few examples of com-
prehensive monitoring are
found. These companies tend
to place a great deal of empha-
sis on internal and external
benchmarking, and on the val-
ue of effective monitoring sys-
tems to enhance their demo-
graphic knowledge of markets
and local communities.

Many other good practice
companies also undertake
some goal setting and moni-
toring activities, stressing
their value in helping them to
make a case for action by pro-
viding vital information about
workforce and customer
make-up. These activities also
help to demonstrate compa-
nies’ commitment to effective
implementation of diversity
policies.

While a range of models and
frameworks for setting indica-
tors and measuring diversity
performance already exists,
the challenge is to promote
wider application of such tools
across businesses that have
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adopted diversity policies.
Some of the common perform-
ance indicators used are: the
increase in the representation
of women, disabled people
and ethnic minorities, especial-
ly at senior levels, in some cas-
es linked to specific targets for
each; the retention rate for
high calibre managers, espe-
cially women and ethnic
minorities; and the improve-
ment in employee perceptions
of diversity issues, measured
against a target percent satis-
faction rating in employee atti-
tude surveys.

Presenting the Business Case

A key conclusion of this report
is that for those companies
already implementing policies
to promote diversity, the busi-

ness case is already being
made. EBTP survey companies
are convinced about the busi-
ness benefits of diversity.
When asked whether diversity
initiatives have a positive
impact on their business, the
vast majority (83%) of the 495
companies that replied agreed
that they did. Good practice
companies are similarly confi-
dent of the business outcomes
of their diversity policies. They
see the benefits of diversity as
almost self-evident and are
keen to stress their commit-
ment to diversity as a matter of
ethics, progressive outlook and
good management practice.

However, with around half of
the companies responding to
the EBTP survey having yet to
develop diversity policies and

practices, the business case
needs to be more widely dis-
seminated. The biggest chal-
lenge to addressing work-
place diversity and anti-dis-
crimination is the lack of infor-
mation and awareness of
diversity issues and practices.
This was cited as the key chal-
lenge by over 20% of EBTP
respondents. The main source
of information on workplace
diversity for all EBTP survey
respondents is employers’
organisations and networks,
cited by nearly half of all com-
panies. They are therefore
likely to continue to play a key
role in the dissemination of
good practice materials and in
the wider adoption of divers-
ity and equality policies and
practices.
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Introduction

This project and report on The
Business Case for Diversity —
Good Practices in the Work-
place was commissioned by
the European Commission’s
Directorate General for
Employment, Social Affairs
and Equal Opportunities under
the framework of the Commu-
nity Action Programme to
combat discrimination (2001-
2006).The project is part of the
Commission’s ongoing efforts
to promote diversity in the
workplace and combat dis-
crimination across the
enlarged European Union. Its
aim was to examine and better
understand the business case
for diversity with a view to
assessing what further poli-
cies, actions and recommen-
dations are needed at Euro-
pean Union, national, local
and business level. In this con-
text, the project aimed at iden-
tifying and analysing a selec-
tion of successful and innova-
tive examples of good practice
in diversity management
implemented by employers
and businesses across the
European Union, which are
presented in this report. In line
with the Community Action
Plan to combat discrimination
supporting the recent EC
anti-discrimination directives
adopted in 2000, the principles
of diversity and non-discrimi-

nation in the framework of this
project focused on aspects of
ethnic and racial origin, dis-
ability, religion or belief, age
and sexual orientation.

The project builds on previous
work undertaken by the Com-
mission, most importantly the
EC study of Methods and Indi-
cators to Measure the Cost-
Effectiveness of Diversity Poli-
cies in Enterprises (2003),
which made a number of key
recommendations to enable
the further development of a
persuasive and credible busi-
ness case for diversity. Follow-
ing on to this as well as com-
plementing other current initia-
tives, including pan-European
campaigns promoting divers-
ity and anti-discrimination in
the workplace, the Commis-
sion is supporting a number of
additional activities, including:

» This report on the business
case for diversity, which is a
compendium of good prac-
tice in the implementation
of diversity and anti-dis-
crimination approaches in
the workplace and the busi-
ness sector

» A complementary survey of
existing diversity aware-
ness and practices among
companies in the 25 Mem-

ber States of the EU under-
taken in summer 2005 in
partnership with the Com-
mission’s European Busi-
ness Test Panel (EBTP)

» A European conference on
the business case for diver-
sity, to be held in late 2005,
to promote the findings of
this report, stimulate a
debate and exchange of
practice and experience in
workplace diversity among
employers, companies and
stakeholders.

This compendium of good
practice in workplace diversity
consists of the following four
main parts:

=» Qutline of the approach,
methodology and selection
criteria applied (section 2)

» Thematic analysis of the
EBTP consultation and good
practice research findings
(section 3)

» Conclusions and ways for-
ward (section 4)

» Presentation of case studies
of good practice in work-
place diversity and anti-dis-
crimination (section 5).







Methodology and selection criteria

Research for the Compendium
utilised two broad survey
methodologies. Firstly, a ques-
tionnaire survey was conduct-
ed among members of the
European Business Test Panel
(EBTP), a panel of around 3 000
businesses from the 25 EU
Member States coordinated by
the European Commission (DG
Internal Market). This consulta-
tion allowed members of the
EBTP to submit their views on
workplace diversity and anti-
discrimination measures via an
online questionnaire. The ques-
tionnaire was therefore circu-
lated to around 3000 EBTP
panellist companies across the
enlarged European Union and
online consultation was open
for participation from mid-June
to mid-July 2005. It elicited 798
responses (26.6% return). Full
statistical results of the EBTP
consultation can be found in
Annex | to the report.

Whilst the questionnaire could
not be exhaustive, to respect
principles of limited length and
completion time applying in
the framework of EBTP consul-
tations, it included a number of
key areas for investigation
aimed at:

» Assessing perceptions and
awareness concerning the
concept and understanding
of diversity in the workplace.

» Finding out how widespread
diversity policies and prac-
tices are across the business
sector, and the lengths of
time these have been in
operation.

: Consulta

» Seeking the views of compa-
nies about the actual or per-
ceived benefits for their busi-
nesses of implementing
workplace diversity and anti-
discrimination approaches.

» Finding out what companies
see as the main obstacles
and barriers preventing busi-
nesses from adopting equal-
ity measures. The survey
therefore asked companies
to highlight the main chal-
lenges they face in this
respect, and to suggest prac-
tical ways forward in over-
coming these.

The second and main survey
was carried out among compa-
nies of various sizes and from
different industrial sectors oper-
ating in an enlarged EU to iden-
tify, codify and analyse exam-
ples of ‘good practice’ in diver-
sity management and anti-dis-

crimination. Both question-
naires and in-depth interviews
were used to identify good prac-
tice examples, as follows:

= An initial qualifying ques-
tionnaire was disseminated
to around 3000 contacts
across Europe, inviting them
to participate in the research
and to submit their diversity
initiatives. 121 submissions
from companies were
received.

» 58 companies with promis-
ing practices were invited to
complete a more detailed
questionnaire outlining the
diversity initiative they pro-
posed to be considered for
inclusion in the compendi-
um.

= On-site visits and interviews
were conducted with 28
companies to gather addi-



tional information about
their diversity practices in
order to complement
detailed questionnaire infor-
mation and validate the
quality and impact of the
diversity initiative. To this
aim, both management and
workers’  representatives
were consulted with regards
to the perceptions, imple-
mentation and impact of the
corporate diversity initiative.

The good practice examples
subsequently selected as case
studies for the Compendium,
are those seen to have valuable
experiences and insights to
share with other businesses in
implementing diversity policies
and demonstrating the busi-
ness case. The selection criteria
used essentially considered
companies’ diversity initiatives
in terms of their:

w» Context (drivers, originality/
innovation, measurability
and replicability)

» Implementation (commit-
ment/leadership, strategy/
action plan, communication,

sustainability and follow-up,
investment in resources)

w Impact (results and benefits,
impact on business, the
working environment and
society) of their diversity ini-
tiatives

w Addressing one or more of
the following five grounds of
discrimination: race and eth-
nicity, age, sexual orienta-
tion, disability, religion or
belief.

The last point covers the diver-
sity strands addressed by the
two EU anti-discrimination
directives (the Racial Equality
Directive 2000/43/EC and the
Employment Framework Direc-
tive 2000/78/EC). In this con-
text, the research and project
did not concentrate on gender
equality, which has already
been the subject of much previ-
ous research. In the case of the
good practice survey this
meant that companies with
policies and practices that were
solely gender specific were
qualified out. In addition, for
those companies with multidi-

mensional initiatives covering
many or all of the diversity
strands, the non-gender
aspects of the policy or practice
were analysed and presented.

The Compendium aims to pro-
vide a broad spread of good
practice across a range of
around ten EU Member States
with some level of geographic
balance while at the same time
ensuring a balance between
companies from various sec-
tors and of different sizes. The
level of responses to the good
practice survey and subse-
quent selection provided a rea-
sonable balance. However, the
level of responses and good
practice submissions received
from companies based in the
new EU Member States and
from southern Europe was rel-
atively low (Figure 1), and it
generally appeared that, for
those participating, corporate
diversity initiatives were still
mostly focused on gender
equality issues. Detailed fig-
ures on geographic participa-
tion and full results on respons-
es to the initial questionnaire
are included in Annex Il

Figure 1: Good practice survey - Geographic spread of respondents/companies per country
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12|




Thematic analysis of consultation
and Research findings

The analysis of the business
case for diversity and good
practice examples was carried
out within the framework of
various studies and existing
reports into the costs and ben-
efits of diversity, especially the
study of Methods and Indica-
tors to Measure the Cost-
Effectiveness of Diversity Poli-
cies in Enterprises (2003), as
well as the EBTP Consultation
on Workplace Diversity and
Anti-Discrimination (2005).

The analysis is structured
under the following key head-
ings:

w» Current situation relating to
the implementation of
diversity policies and prac-
tices

w Drivers for diversity policy
and practice

= Implementation of equality
and diversity practices

» Perceived benefits of diver-
sity

w Measuring the impact of
diversity approaches

= Key challenges in imple-
menting equality and diver-
sity approaches.

3.1. Current situation relat-
ing to the implemen-
tation of diversity poli-
cies and practices

The EBTP survey asked com-
panies to indicate whether or
not they had any diversity
policies and practices in place,
and the length of time these
have been in operation. They
were also asked to indicate
whether or not their policies
were well embedded, i.e. in
place for more than five years,
or adopted more recently
(within the last five years).The
questionnaire also asked com-
panies to state whether they
are currently in the process of
implementing diversity poli-
cies, but with the understand-
ing that more needs to be
done in the process of devel-

Figure 2: Situation in the companies relating to diversity policies
and practices

oping an effective equality and
diversity approach.

The results indicate that 48%
of all companies in the busi-
ness sector are actively
engaged in promoting work-
place diversity and the anti-
discrimination agenda in one
form or another (Figure 2).
Whilst less than a quarter have
well established policies and
procedures, many more are in
the process of implementing
diversity policies within their
company. However, with the
other 52% of companies in the
business sector still not engag-
ing in the broad range of
strands covered by the current
legislative requirements on
equality and anti-discrimina-
tion, there is an urgent need
for all relevant stakeholders to
increase their efforts in devel-
oping awareness and expertise
to spread implementation.

Despite variations in the num-
ber of responses per country
and business sector, this pattern
of implementation is generally
true of all countries and sectors.

There are possible differences
in the level of adoption
between old and new Member
States, but conclusions con-
cerning these must be drawn
with caution. A proportional
analysis of the ten countries

M No policies

[l Well embedded policies and practices

[7] Policies recently implemented

[”] Implementing policies but more needs to be done

['1 In the process of developing an equality/diversity
approach
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with the highest number of
responses shows that the pic-
ture is quite complex (see
Annex | for fuller report). It
suggests that broadly speak-
ing companies in northern and
western Europe are more like-
ly to have diversity policies
and practices than the new
Member States in eastern
Europe, but there are excep-
tions. Also, the overall per-
centage of companies with
well embedded policies is
higher in Germany, The
Netherlands, UK, and Norway,
and lower in the new Member
States like Hungary and the
Czech Republic. However,
whilst countries like Poland
and Hungary have a lower per-
centage of companies with
policies in place, a higher per-
centage are in the process of
implementation, and hence in
the process of reducing this
regional difference in imple-
mentation.

3.2. Drivers for diversity
policy and practice

The good practice research
indicated that employers and
companies tend to adopt
diversity policies and practices
for ethical, regulatory or eco-
nomic reasons, or a combina-
tion of these. The EBTP survey
confirms this finding.

The Ethical Case for Diversity

Increasing numbers of compa-
nies stress that ethical reasons
are the primary driver for
adopting equality and divers-
ity practices. Simply stated,
they are taking action because
‘it is the right thing to do"
These companies are aware of
changes in society and in

social values, and their impact
on how businesses operate.
They know that the public has
higher expectations of how
companies ought to do busi-
ness in relation to equal
opportunities, fair trade, ethi-
cal investment, environmental
impact, impact on local com-
munities, individual human
rights and other social justice
issues.

In response to these changes,
many companies are making
strong links between Diversity
and Inclusion strategies on the
one hand, and Corporate
Social Responsibility (CSR) on
the other. Indeed, a small
number of companies, such as
British Telecom (BT) for exam-
ple, have gone further and
specifically use the principles
of the UN Convention on
Human Rights to guide the
way they do business internal-
ly, as well as how they relate
to suppliers, customers, local
communities and other stake-
holders.

Employees too have changing
and growing expectations of
ethical behaviour in the work-
place, valuing work environ-
ments that promote inclusion,
respect, openness, collabora-
tion and equity. Good practice
companies therefore seek to
achieve a positive company
image in terms of equality,
diversity and inclusion, and
believe that a commitment to
these issues is essential for
any business to be viewed as
modern, progressive and well
managed.

Underpinning visions and val-
ues that emphasise the cre-
ation of environments that are
equitable for all increasingly
influences the way companies

operate. Indeed, the research
found that many companies
often begin to address diversi-
ty and inclusion by first con-
sidering their fundamental val-
ues and corporate philoso-
phies. It is these that are trans-
lated into statements of princi-
ples and standards for imple-
mentation. Values such as
integrity, respect for people,
community and respect for the
individual are seen by many
companies as crucial to busi-
ness success.

Some companies in the Com-
pendium have been estab-
lished with the express pur-
pose of tackling social exclu-
sion and disadvantage, e.g.
Manchalan (Spain). Others
seek to be role models and
examples to other companies
and society in general in tack-
ling prejudices and discrimina-
tory attitudes. Examples
include Bertelsmann AG (Ger-
many), which has spearheaded
a high profile public awareness
campaign aimed at addressing
negative attitudes towards dis-
ability in employment.

The Regulatory Case for
Diversity

A broad regulatory framework
currently exists to promote
equality and anti-discrimina-
tion in the workplace. This
ranges from legal compliance
with EU Directives and national
legislation, to the influence of
industry standards and awards.
Sector regulatory agencies also
play a key role in controlling
business conduct and repre-
senting customer interests, as
do individual governments that
out-source and fund enterpri-
ses on the basis of stringent
equalities standards and per-
formance requirements.
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Companies are increasingly
mindful of the need for legal
compliance and for meeting
regulatory standards with
regards to equality. These are
now almost mandatory for
companies seeking new
clients, particularly in the pub-
lic sector where targets and
quantifiable data relating to
their work on diversity is a
prerequisite for many propos-
als and tenders.

It is also important for compa-
nies to avoid litigation, as well
as the reputational risks and
financial costs that employ-
ment tribunals can involve.
Additionally, the EC Study of
Methods and Indicators (2003)
suggests that new legislation
should act as a signal to
employers and businesses of
the wider social changes, and
changes in social expectations
on which they need to act.

The EBTP survey did not ask
companies that have adopted
diversity approaches whether
or not they have done so in
response to the need for leg-
islative compliance with the
EC anti-discrimination Direc-

tives. However, given the high
proportion of companies that
have recently implemented, or
are currently in the process of
implementing equality poli-
cies and initiatives, it is rea-
sonable to infer that recent EU
anti-discrimination legislation
has had a considerable impact
in promoting action in this
respect (Figure 3). This may be
particularly true in the case of
some countries in the
enlarged EU where implemen-
tation of the anti-discrimina-
tion Directives could have
been viewed as a precondition
of membership.

For many companies legal
compliance is a crucial reason
for adopting equality and
diversity policies and prac-
tices. The majority of compa-
nies however stress that it is
not a driver for implementa-
tion, but the desired outcome
of their policies. The research
also found that most compa-
nies that respond voluntarily
to social changes, and that
have proactive diversity prac-
tices, wish to go beyond mere
legal obligations and become
‘best in class’.

Figure 3: Launch date of diversity initiatives from Good
Practice Survey

The Business Case for
Diversity

The social and cultural map of
Europe has changed beyond
recognition over the past twen-
ty years. The greater participa-
tion of women, ethnic minori-
ties, the elderly and people
with disabilities in the labour
market presents companies
with new sources of labour,
but also challenges them to
create environments that value
difference and operate fairly.

These huge demographic
changes have a tangible impact
in determining business suc-
cess. An ageing population in
many European countries, and
correspondingly fewer young
people entering the labour
market, leaves many compa-
nies facing the prospect of
labour shortages within their
traditional recruitment pools. It
is in their interests therefore to
seek to widen this pool by tar-
geting groups that have not
been represented within their
workforces in the past.

In addition to attracting new
recruits from non-traditional
backgrounds, employers also
see real business benefits in
having a reputation as an
employer of choice, and hence
the ability to attract and retain
top talent from universities and
elsewhere, and possibly
improve their creativity, pro-
ductivity and competitive edge.

A Fortune magazine survey
(2004) of MBA students rated
IBM as one of the top five

[ <1995
[ 1995-2000
[ > 2000

[ unspecified
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most desirable employers and
one of the most quoted rea-
sons was IBM’s focus on an
inclusive workplace. Similarly
Volvo Car Company and Tetra
Pak in Sweden also cite high
rankings by Swedish universi-
ty students. Other companies
suggest that cultural diversity
and an international focus are
also a key attraction in the
retention of staff.

The increasing diversity of
European citizens and resi-
dents has been matched by a
corresponding change in cus-
tomer tastes, needs and
lifestyles. In this context it is
beneficial for companies to
have employees who can pro-
vide appropriate services and
solutions to customers from
diverse  customer back-
grounds. This is particularly
important for companies with
international business opera-
tions.

The aims of companies oper-
ating in such contexts is to
provide a broad cultural mix
to service the needs of diverse
clients, and to ensure that no
one is discriminated against
on any grounds.

Increasing social diversity
also has a direct impact on the
development of new products
and mark