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Introduction

strength and prosperity for Canadian communitiesaders play a pivotal role, and their impact

is felt in everything from strategic decision makiio organizational and community
effectiveness and ultimately financial performah@verse leaders bring added benefits and unique
capacities that, when realized, add significant@ah both the public and private spheres.

D iverse leadership offers Canadian organizatiorangpetitive advantage and is a source of

Five of the most important benefits of diverse &xablip are:

- improved financial and organizational performance;
increased capacity to link with new global and dsticemarkets;
expanded access to global and domestic talent;pools
enhanced innovation and creativity; and
strengthened social cohesion and social capital.

This report examines in detail the nature of themeefits and highlights how organizations and
communities can maximize them. It has been prefarediverseCity: The Greater Toronto Leadership
Project, an initiative of Maytree and the ToronityGummit Alliance, to help foster greater
understanding of the benefits of diversity of leatigp and knowledge about how this in turn can
strengthen organizations and communities. By drgwimthe literature about diverse leadership, the
report seeks to stimulate dialogue among busigesgrnment, and community leaders, and encourage
more organizations and communities to develop apoiat leaders from diverse backgrounds.

The benefits of diverse leadership can be trulyr@agive in their impact on organizational effeatiess
and community strength. In the case of organizatiter example, an American Management
Association study of more than 1,000 US corporatidound that diversity in ethnic backgrounds, gend
and ages on senior management teams “consistemtBlates to superior corporate performarnice.”

In the case of communities, the results can aldudigdy significant. More effectively utilizing thekills

of leaders from the immigrant and visible minopypulations has been shown to increase socialatapit
and prosperity.Diverse leaders are better positioned to accassnaximize the diverse talent available
to Canadian organizations and communities. Thimjmrtant because the difference in labour market
results among immigrants and visible minorities paned with the Canadian-born and non-visible
minority populations is huge. For example, StatsstCanada reported that 68 per cent of immigraats f
countries such as Australia, who are mostly noibl@sminority, are employed in their fields withéix
months of arrival in Canada, compared with onlyp8Bcent of those born in Asia or the Middle East,
who are almost all visible minority. Furthermoree tConference Board estimates that unrecognized
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credentials among visible minorities cost Canadi®tsieen $2.4 and $3.4 billion in annual income.
This gap in unrecognized credentials contributes gap in leadership outcomes.

DEFINITIONS :

Diversity: Refers to the presence of a wide range of humalitigs and characteristics. The dimensiof
of diversity may include (but are not limited taheicity, race, colour, age, gender, and sexual
orientation.

Diversity Initiatives: Refers to policies and programs designed to premwersity throughout
organizations and communities.

Communities: Refers to groups of individuals that share a comnasidential district, country of origin
culture, religion, or interest.

Immigrants: Immigrants are defined as individuals born outsifi€anada who have obtained, or are
the process of obtaining permanent residency stat@anadian citizenship.

Leaders: Leaders are defined as those with substantialenfie, authority, and accountability within a
organization. Typically, this would include the bd®f directors, executive managers (e.g., vice-
presidents and above), and senior managers (egartthent heads). Because of their position in the
organizational hierarchy and local community, leadfive business strategy, corporate culture,
community actions, and social outcomes.

Organizations: Organizations include private firms, crown corpimas, public agencies and institution
and non-profit and voluntary agencies and groups.

Social Capital: Refers to the quality and value of the relationskimong individuals and groups, and
extent to which these relationships promote tembperation, and collaboration, which, in turn, can
improve community and organizational outcomes. Bigdeadership can strengthen the quality and v
of the relationships among individuals and grougesding to increased social cohesion, creativity an
innovation, and productivity.

Visible minorities: Under the Employment Equity Act (1995, c. 44), bisiminorities are defined as
“persons, other than Aboriginal peoples, who are@ancasian in race or non-white in colour.” These
persons may be either Canadian-born or immigr&tégistics Canada defines Arabs, Blacks, Chinese
Latin Americans, Other Asians, Pacific Islandeimt8 Asians, West Asians and Multiple Visible
Minority Origins as visible minority populations.

Sources: The Conference Board of Canada, Deparimhduistice, and Statistics Canada
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Part One: Leadership Gaps and Opportunities

public, private, and non-profit organizations—esakcin our largest organizations. For

example, visible minorities comprise 16.2 per adrthe Canadian population, but hold only 5.2
per cent of senior management positions in largepamies and 1.6 per cent of executive management
positions in the public sectin 2006, only 24 visible minority candidates wetected to the 308-seat
House of Commons, representing but 8 per centeofdtal number of seafs.

Canada professes to embrace diversity, yet thexratigking lack of inclusiveness at the top of its

At the municipal level, the story is similar. In(#) visible minorities totaled 1.16 million and corsed
46 per cent of Toronto’s population but today odlger cent of the city council (4 of 44 councillpase
members of visible minority groupsThe great majority of visible minority individuails Toronto are
immigrants. Just over one quarter of Toronto’s ignants (326 thousand out of an overall immigrant
population of 1.24 million) are not yet citizeng@le to vote’ Even when they are subtracted from the
calculation of eligible voters to elected repreagmes, the gap between the proportion of eliguaters
who are visible minorities and the proportion df@ouncil members who are visible minorities is
substantial. As Ratna Omidvar, President of Maythas observed, “Public institutions are a mirror o
the societyl.OThey reflect the power structure efghciety and you see the faces represented inr@owle
privileges.’

Figures for the non-profit sector are scarce. Babading to one 2005 study conducted in Albertsibié
minorities make up 11 per cent of the province’pyation but only 5 per cent of the senior manageme
in non-profit organization$-

The lack of diversity in leadership within the mess, community, and political environments represe
an important missed opportunity and a challenge¢hferfuture, as leadership is a fundamental dover
performance and productivity. Conference Boardaesehas shown that Canada’s performance in key
areasnlr;as been slipping relative to the US and ath@r competitor nations since 1996, when tragkin
began.

Exhibit 1 presents an explanatory framework to stiewfactors at work in performance and produgtivit
This model sets out three main drivers: globalderdusiness, community, and policy environmerd; an
organization- and community-specific factors. Dsgeteadership has the potential to make the gteates
impact in the third category.
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Exhibit 1: Performance and Productivity Drivers

of their economies in high-value-added industries have higher proauciivify.

Mix of Products and Services: A country’s, a community’s, or an organization’s
productivity and income reflect what each produces, and the value of those goods
and services. Countries, communities, and organizations that produce a larger pro-
portion of high-value goods and services will have greater productivity and
improved performance.

Size of Organizations: Larger organizations are more productive. Countries and
communities that have a higher proportion of small and medium-sized organiza-
tions will have weaker productivity and performance overall.

wivnur 1 vivus

Countries, communities, and organizations have little control over many of the
global forces that have an impact on profitability, productivity, and community out-
comes. For example, world oil prices are affected by tensions in world affairs. Yet
these prices influence our industries and communities directly—in the case of the
profitability of oil and gas companies—and indirectly, in that oil prices affect the
production costs of many organizations and the functionality of communities.




Canada has only a limited capacity to influencédgldorces, such as trade liberalization, world
commodity prices, and political events. But therea@ther performance and productivity drivers that
Canada can affect domestically. These include drigethe business, community and policy levelhsuc
as industrial structure, openness to trade angimant, and urbanization. Organizations and
communities also can affect several key performamckproductivity drivers such as human capital,
social capital, and innovation. To do so, howeweganizations and communities need strong leaders i
positions at or near the top. Strong leadershiprognove organizational and community results;
diversity strengthens leadership.

When leadership is diverse, the range of talerdsp@nspectives broadens—bringing a wider array of
knowledge, skills, and experiences to an orgamiraiverse leaders bring fresh perspectives, narke
knowledge, creative thinking, and capacity for 4igking (‘know-how’), and often attract new investo
and skilled workers (‘know-who’). Ultimately, thesontribution is to improve the financial perfornean
and effectiveness of the organizations they lead ta strengthen the communities in which they are
active. There is a symbiotic relationship betwdengerspectives and outcomes created by diverse
leadership, improving organizational effectiven¢See Exhibit 2]

Exhibit 2: Ways in which Diverse Leadership Enhance s Organizational Effectiveness

Part two of this report elaborates on the benefidiverse leadership with sections on 1) finanarad
organizational performance; 2) linking with newlgsd and domestic markets; 3) accessing global and
domestic talent pools; 4) creativity and innovatiand 5) social capital and cohesion.

Part three explains how Canadian organizationsyeatimize these benefits and presents best practices
for doing so.




Part Two: The Benefits of Diverse Leadership for
Organizations and Communities

hen organizations and communities include diversityeir senior ranks, it often

results in gains in performance and effectivengs=se Exhibit 3] According to Bill

Hatanaka, Executive Vice-President of Wealth Managd at TD Bank Financial Group,

diverse leadership is “about attracting and keeghiegbest talent available, maintaining a
‘meritocracy’ and having access to the most divarst creative thinking possible ... It is about hgvin
reason for existing as an organization that regsnatith our customers, our employees, our sharetwld
and the communities we serve, and remaining retéaamchanging world:®

Exhibit 3: Diverse Leadership: Benefits for Organiations and Communities

Market Opportunities:
DiVerse ’ DomeSt_IC |mproved
Leadership - International Financial
Performance
Recruitment: a_nd .
- New talent pools Organizational
Effectiveness
|::> Retention:
- Reduced turnover
- Increased engagement
Innovation:
- Product design
|::> - Marketing Stronger, Safer
9 — - Customer service Communities
i and
Social Capital: Increased
. Social cohesion Prosperity
- Stronger, safer
I::> communities for all
- Heightened personal
safety and reduced crime

Source: The Conference Board of Canada




1. Improved Financial and Organizational Performanc e

An abundance of research links improved finanagfgrmance with workforce diversity, but only a few
studies consider its link with diversity in lead@psspecifically. Three international studies antanber
of examples from business make a particularly gtiase for the positive correlation between diverse
leadership and financial performariée.

The first study, by the American Management AssanaAMA), demonstrated that diversity in ethnic
backgrounds, gender and ages among the senior eraragteam in 1,000 U.S. companies was linked
with better corporate performance between 1996189d. For example, companies with senior managers
of non-European descent reported a 20 per celmerease in gross sales revenue on average osger thi
period—7 per cent above companies with no senioragers of non-European descent. While smaller
companies had greater diversity of leadership thiayer companies, the improvement in performance
remained even when firm size was controlled (iaen comparing firms of similar siz&).

Another finding of the AMA study was that eveomediversity in leadership can make a significant
difference in organizational performance. Thusaaigations do not need to have a majority of dizvers
leaders to improve financial performance; they ardgd to have some diversity in leadership. As the
study puts it, it is the “participation rather thitue predominance” of diverse leaders that comdlatith
improved performanc®.

A second study, conducted by researchers from Rutdiversity and lowa State University, examined
112 large U.S. companies for the period betweerd 39@ 1998. It found that ethnic and gender ditsersi
on boards of directors is positively associatedhivitproved organizational performance, as measoyed
return on assets and investment. Diversity on Isoaak inferred to bring in greater diversity of
perspectives, leading to what might be termed “tansve conflict.” The result of this ‘conflict’ as a
more thorough strategic decision-making processoaganizational oversightBecause of the
importance of these functions, this study reinferitee point that diverse governance leadershipdn e
more significant than diversity of employees albhe.

A third study, carried out at the Universiti Tunkbdul Rahman (Malaysia), looked at the top 100 non-
financial companies on the Bursa Malaysia stoclarge, 2000 to 2005. The study found that ethnic
diversity on boards of directors was “significardlyd positively correlated with financial perforroari™®

Its results suggest that this is especially impurbtecause of the boards’ role in maximizing
shareholders’ wealth (financial performance) thioagercising control over top management (oversight
functions)?

The Malaysian study also noted that “increasediettiimersity offers greater innovativeness, greater
creativity, quality decision-making and eventudihancial performance®* Conversely, a lack of
diversity in leadership could lead to “groupthinky”uniformity in perspectives, resulting in poorer
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strategic decisions by companies. Malaysia’'s 188htial crisis, which resulted in the downfall of
many listed companies, starkly illustrated the iogilons of poor corporate governarice.

The above studies on diverse leadership are sugabbytindividual examples of the financial benedits
diversity and inclusion in general. When Dupont &8l developed diverse product design teams, they
saw business growth of $45 million and $290 miIJin‘:lprectiveIﬁ.3 Also, at BMO, an increase in the
hiring of Chinese employees assisted in boostitessanong Chinese Canadians by more than 400 per
cent over a five year periddFurther examples are provided below. [See Textbard following
sections]

TEXTBOX 1:

PepsiCo: Leveraging Diverse Leadership for Businegsrowth
PepsiCo CEO, Steve Reinemund, said that initiafiveversity and inclusion were the most important
part of his legacy; in fact, he attributed 20 pentoof the company’s growth to these initiatives. A
Reinemund explains, “different perspectives broughtear on unique business challenges capture the
best of the best ideas ... You cannot speak abouttlgrand innovation and being a market segment
leader without speaking about diversity and incosi

Reinemund’s commitment to diversity was mirroregbtighout the senior management team of the
company, as shown by the appointment of Indian-lrmra Nooyi who succeeded him as CEO. Prior|to
this appointment, Nooyi had been a six-year boagthber and the company president. She has identjfied
diversity and inclusion as a key driver of PepsgCmntinued growth.

Source: Diversity Inc.

2. Increased Capacity to Link with Global and Domes  tic Markets

Diverse leaders can help maximize global and ddmepportunities for Canadian organizations and
communities by:
leveraging international connections, cultural cetepcies, and language skills;
improving relationships with diverse domestic cas¢os, suppliers, and other stakeholders; and
creating innovative products and services throtgir tiverse perspectivés.

Global markets are important for organizations béing them to generate increased sales and
productivity. By tapping into global markets, orgaations access a larger customer base and greater
purchasing power. Through connecting with netwarkglobal suppliers, they reduce costs and increase
revenue by optimizing expertise and inputs fronuatbthe world®

A case in point is IBM. To better access globalkats, IBM has built a leadership team that is asrde
as its customers in more than 170 countries arthmdorld. At IBM, minorities (including visible
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minorities and Aboriginal peoples) represent 12&ent of all officials/managef$Since IBM took
steps to address the lack of diversity in its wor&é the number of ethnic minority executives ia th
company has jumped 233 per cent, and the numbenafle executives have grown by 370 per é&nt.
Ron Glover, IBM's Vice-President of Global Workfer®iversity explains: “if you have an inclusive
culture and a diverse workforce and you're a glaomhpany, your ability to truly understand the orgt
and the expectations of your diverse global custenmeproves pretty significantly?>

Increasingly domestic markets also provide an dppdy for diverse corporate leaders to increase
company revenues. In 2001, visible minorities repnéed $78 billion worth of Canada’s combined
purchasing power, and this figure has grown with population. If current immigration trends corni@y
Statistics Canada projects that the visible miggrdgpulation will increase to one-fifth of Canadtisal
population with corresponding increases in purafmpower’’ Diverse leaders often have deep
knowledge of the needs and preferences of divesskats. Therefore, organizations with diverse leade
have strong potential to grow the market shareadiycts and services purchased by this population.

RBC, Canada’s largest bank, is another exampl@ ofganization that is making the connection betwee
diverse leadership and success in domestic maike¢sbank placed second in the 2007 Corporate
Knights Leadership Diversity Index, which identdithe 50 Canadian companies with the greatest
representation of visible minorities and womeneaniser executive positions [See Textbox 2].

TEXTBOX 2:

Corporate Knights Leadership Diversity Index

The Corporate Knights Leadership Diversity Indeantifies Canadian organizations that have the
greatest visible minority and female representagimmong their executives and board members. For,2007
the top ten companies are as follows:

1. Vancouver City Savings and Credit Union
2. Royal Bank of Canada

3. Husky Energy Inc.

4. Corus Entertainment Inc.

5. Hydro One

6. McKesson Canada

7. Hewlett-Packard

8. Bank of Montreal

9. Petro-Canada

10. Shell Canada

The findings show that some top organizations lembraced diverse leadership, but indicate thegie is
lack of diverse leadership overall. According te gtudy, “Of the 140 surveyed, 75 per cent of boafd
directors had no visible minorities, and 23 pertded no women. There were no female CE®s.”

Source: Corporate Knight§anadian Leadership Diversity Index
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RBC has a number of managers dedicated to develdpisiness in the growing Middle Eastern and
South Asian communities. Account Manager Irfan ey used his fluency in Indian sub-continent
languages, and his involvement with ethnically-bidsgsiness organizations to generate significant

growth in the bank’s loan and deposit businessegalHirji, Chief Human Resources Officer for RBC,

explains that “if you want to serve the market, yave to hire the market*
[See Textbox 3]

TEXTBOX 3:

Seneca College: Understanding the Market through erse Leadership

Diversity is central to Seneca’s strategic visiod guccess. The college has more than 100,00GhdlI-
part-time students from many social and culturakigepounds, including international students fronren
than 90 countries.

Seneca’s Board of Governors was the first postrsdany institution in the GTA to receive Maytree's
Diversity in Governance Award. Its board is comgdi®f 20 volunteer members from the GTA who a
responsible for the College’s vision, direction,magement, financial health, and goals. Board mesnbg

typically serve two three-year terms and all appoénts to the board are evaluated to ensure contynuni

representation.

Jean McLeod, past Chair of Seneca’s Board of Gavermeexplains that embedding diversity at the
leadership level helps the college to better stheeeeds of students, employers, and the commaihity
large. To ensure diversity at the top, the collegists the assistance of organizations acrosGteater
Toronto Area (GTA).

“For many years Seneca’s Board of Governors hasaset the mission of being a fully inclusive
board,” says McLeod. “The Board reflects currentAGIemographics. We are proud of the fact that o
Board leads by example and currently half of itsniers represent diverse groups.”

Through their commitment to diversity, Seneca’slexahip has been instrumental in creating a college

that is recognized as multicultural; whose studérdm in an environment that incorporates a statém

on equity and diversity in all academic courseina8; and that celebrates and encourages awareness,

understanding and appreciation of diversity imeny cultural student clubs, international daysl, an
heritage events.

The positive impact is far-reaching and long teamew generation of educated professionals is rgaki
its way into the workplace and the world with area@ness of how diversity strengthens organizations
and communities.

Seneca Corporation, which is focused on taking &&secademic strengths to international markets,
taken the college’s curriculum and expertise actlosglobe. The same commitment to diversity
experienced in Toronto is therefore being expotbetiassrooms around the world. This is creating
opportunities for international students to benie@im an education built on learning through divgrs

Source: Seneca College
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3. Expanded Access to Global and Domestic Talent Po  ols

Organizations with diverse leaders can recruitratain a diverse workforce more effectively dughmir
expanded access to global and domestic talent.pftls labour markets tightening and visible
minorities becoming a larger proportion of the worke, these organizations will have the best charic
winning the “war for talent®

Labour shortages are being felt throughout Canaaliganizations—and especially at the top—as the
ageing workforce retires. Seniors are the fastestigg age group in CanadiBy 2026, the proportion
of seniors in Canada will reach one-in-fiifelanagement occupations will be particularly aféectAs of
2006, senior managers had a median age of:

50 in health, education, social and community sesjiand membership organizations;

49.7 in federal, provincial/territorial, and mumneal government; and

48.8 in goods production, utilities, transportaténd constructior’

Canadian-born school leavers alone will not be tbbddress these labour shortages, so Canadian
organizations will need to recruit from the growingmigrant and visible minority populations to meet
their need for talent. [See Textbox 4]

TEXTBOX 4:

Stikeman Elliott LLP: Developing Diverse Leadershipfor Future Growth

Named Canada’s National Law Firm of the Year byltiternational Financial Law Review 2007,
Stikeman Elliott knows the importance of diversityan address on the occasion of the firm’s fiftie
anniversary in 2002, Montreal Partner Richard Pquoidted out the firm would “need the broadest
range of talents and backgrounds,” as it “facedtanal and international future.”

The firm’s goal in recruitment is to attract thesband the brightest students and lawyers ancctode
all members of diverse communities in recruitmefdres. It supports young lawyers’ development as
future leaders of the firm through its mentorshipgspam and career development sessions. It also
supports and encourages community outreach ingisitisuch as the Pathways to Education Program
This program aims to “ensure that young people fatmsk and/or economically disadvantaged
communities achieve their full potential by gettbogschool, staying in school, graduating and mgwn
to post-secondary programs.” By developing leaffera diverse communities internally, the firm
believes that it will be well positioned for futugeowth across Canada and around the world.

Source: Stikeman Elliott LL

Visible minorities are attracted to organizatidnattchampion diverse leadership. Hydro One’s CEO,
Laura Formusa, observes that “if your policiesfaneand you're interested in diversity, you're ggito

be attracting people from diverse backgrounds.ihima’s observation is confirmed by Tamara
Vrooman, CEO of Vancouver City Credit Union (Vampgitwho acknowledged that the firm's reputation
for diversity “was a driving factor in acceptingrtposition.’




Creative people from all backgrounds are attrattietiverse cities and organizations. Professor &ith
Florida explains that when creative people begioaiogregate, good things can happen. His “creative
capital theory,” encapsulates this notion. The iddhat creative people will power a region’s emmic
growth. The theory holds that regional economangh is driven by the location choices of the “¢rea
class,” which includes entrepreneurs, artists nsisies, and other knowledge-based professionals (he
holders of “creative capital”). Creative people ateeacted to places that are tolerant, diverse o@en to
new ideas (e.g., places that are socially, culyrahd intellectually diversej®

When creative leaders come together in a commuthigy, can stimulate diversity, creativity, and
prosperity. This growth will then, in turn, attranbre diversity and creativity, leading into a tuibus
cycle” of diversity, creativity, and prosperityDiverse leaders facilitate this process, throungirt
connections with firm performance and organizati@fi@ctiveness; global and domestic markets,
investment, and talent; and their contributionsremativity, innovation, and social capital.

Another component of the business case for diveesiership is the cost of doing nothing. If Canada
does not better promote diverse leadership, itlesk dollars and talent. In 2001, The Conferencaré
of Canada calculated that the dollars lost duedoiced earnings—resulting from unemployment and
underemployment among immigrants—equaled “$3.45t0 $illion annually.”® The Board also
cautioned that the talent lost will result from theparture of immigrants, many of whose credenéipds
not being recognized and whose skills and expegiane not being fully utilizedf. As Neil Edwards,
Executive Lead of the Ontario Public Service Diutgr®ffice put it “if people come to this provineand
do not feel included, then they are going to goaghrere else®

If organizations fail to adopt diverse leadersktiygy too will lose dollars and talent. Dollars vk lost
because of missed opportunities to link with gladoad domestic markets, as well as to create and
innovate. Talent will be lost because of greatéradilty recruiting and retaining diverse employees
These losses are the direct result of diverse grapk perceptions that they lack opportunities to
advance to leadership positions when there arefawe diverse leaders in the organization.

Two recent studies illustrate how this occurs. Titst study, by Catalyst Inc., found that black @dians
regarded the lack of role models (i.e., senior{lbleck managers) within their organizations, amel fact
that white employees were promoted faster, asd@indtion that their opportunities for advancemeatev
limited, prompting some of them to lea¥’éThe second study, a 2001 National Community fdinica
Leadership report, revealed that the qualitiesncatiooked for in leaders differed from conventiona
leadership modef¥.In the absence of Latino leaders who can give tenstyle and substance of
leadership they seek, Latinos are more likely tmob®e dissatisfied, disengaged and ultimately, dode
the organization.

4. Enhanced Creativity and Innovation
Organizations are under continuous pressure tormvative; diverse leaders often have new

perspectives and expertise that propel innovatiapanding into new markets, securing additional
sources of investment, and improving productiviteo benefit from innovation. Technological
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developments, global competition, and demogragtiftsscreate new risks and possibilities, placing a
premium upon an organization’s ability to adapévolving circumstances—sometimes rapidly. Diverse
leaders, with their capacity to innovate, can iasg2an organization’s capacity for responding és¢h
pressures.

Gabriel Senn, owner of MediaBox, believes diverstgentral to innovation. He explains that cragtiv
arises when people from different backgrounds bdiffgrent perspectives: “If creativity is the atyilto
combine experiences, without this ability, we camer come up with anything nei’”

Senn’s view is supported by an earlier study omfiit Diversity and Creativity in Small Group€.In

this study, a brainstorming task was given to aaeg of groups of undergraduate and graduate istside
one category of groups was comprised of all Angiloefdicans and another category was comprised of
Anglo, Asian, African, and Hispanic Americans. Tileas produced by the ethnically diverse groups
were judged to be of higher quality (in terms déefiveness and feasibility) than those of the non-
diverse groups. This is the same positive dynahdt aperates among groups of diverse leaders.

Further support for the relationship between diyeend creativity can be found in Scott E. Page’s
recent bookThe Difference: How the Power of Diversity Credbester Groups, Firms, Schools, and
SocietiesUsing case studies and mathematical models, $tagyes how diverse groups can consistently
outperform homogeneous groups. Under certain aonditmoreover, he illustrates that this can even
hold true in cases where the homogeneous grousdraater ability in a given task, such as
brainstorming or problem solving, because diverseigs with the broader range of perspectives tend t
“get stuck less often” than the homogeneous greopsaining people who shared the same outféok.

Examples from the business world also demonstnatiediverse leaders innovate by offering perspestiv
that can broaden a company’s appeal to customdrmarkets. [See Textbox 5] Thus, when Dupont
created a multicultural product design team th@bduced new colour schemes and other innovations
(more attractive to overseas customers), it inemits international business by $45 millirSimilarly,
when IBM created a diverse market development téaxpanded sales to women and minority-owned
businesses from $10 million in 1998 to more tha@0&@illion by 2003* Diverse leaders can also
identify issues that may otherwise go unnoticedJéf§ery Gandz points out in H&isiness Case for
Diversity, “when Chevrolet launched the Nova into Latin Aroay perhaps Hispanic managers might
have pointed out that "No va" in Spanish means$dogo!"*°
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TEXTBOX 5:

The Ontario Trillium Foundation: Incorporating Broa d Perspectives to Maximize Organizational
Effectiveness

The Ontario Trillium Foundation (OTF), an agencatttistributes over $100 million in grants to
charities and non-profit organizations on behalthef Government of Ontario, incorporates diversity
all aspects of its organizational strategy. Its dade is to provide funding for initiatives in thesaand
culture, environment, human and social serviced,spiorts and recreation sectors across Ontario.

The OTF benefits from the insights that diverselésa bring to its organization. At OTF, diversigy i
considered through several lenses, including retbajcity, region, language, and gender. OTF Chief
Executive Officer, Robin Cardozo, says this enatilesorganization to incorporate a broad perspectiy
on the issues, opportunities, programs, and pestionsidered in the course of its work. As Ontario
becomes more diverse, this approach “becomeseathtire important.” It provides not only for better
decision-making, but also practical informationrmatters such as “how to best achieve our
organizational goals when working with diverse ahaethnic, or regional communities.”

Aboriginal participation on the OTF Board and GrRewiew Teams, for example, has helped the
Foundation to tailor its outreach to the Provinaiigerse First Nations communities. Foundation tgan
to First Nations communities have doubled in th&t tlaree years as a result. Similarly, board membef
from Northern and rural Ontario have strengtheedorganization’s understanding of challenges anc
opportunities in those communities, and consegyeetiabled the Foundation to modify its funding
formula and granting policies to better reflect tieeds of these communities.

Source: Ontario Trillium Foundation

5. Strengthened Social Capital and Cohesion

Social capital and the attendant cohesion amonpleemd groups create conditions for collaboration
that stimulate greater creativity, thus contribgtio enhanced prosperity in communities and
organizations. Diverse leadership within commungitiEnds to increase the social capital and cohedion
those communities, helping to make them strongdmaare prosperous. Diverse leaders also contribute
in other ways to community strength. They imprdwve éffectiveness of community services and
infrastructure, increase connections with inteoral communities who are a source of future imnmitga
as well as a market for the business communitiadetin goods and service, and foster creativity an
innovation in processes that can engage the wiogelation in the work and life of the community.

Indirectly, the successes of diverse communitydesgrovide a strong underpinning for improved
performance by the businesses operating with theramity. They are especially important in building
human capital and social cohesion that allows idd&ls from diverse backgrounds to work together
more effectively in greater harmony within workmgacand communities. [See Textbox 6]




TEXTBOX 6:

Ottawa Police Services: Developing Safer Communitethrough Diversity and Consultation in
Recruitment

Like many police forces in large urban centres,@ftawa Police Services serves and protects asgivel
and changing community. In 2004, it establishedm@unity Outreach Recruitment Champion (CORC)
program in an effort expand access to talent iomapetitive labour market, improve community
relations, and increase organizational effectiven€be Steering Committee for this program brought
together 22 Community Recruitment Champions fromeidie backgrounds. Since that time, recruitment
classes changed from having 85 per cent white oaaididates to having significant representation of
various groups, ages, socio-economic backgrouetigians, and cultures.

The CORC program builds on the Ottawa Police Selwi€ommunity-Police Action Committee
(CPACQ), initiated in 1999. The CPAC provides thdigmservice and leaders from communities of
visible minorities, as well as Aboriginal peopld#s opportunity to consult on common challenges an
potential solutions. Through this initiative, thelipe gain better knowledge of community concerhdev
communities gain a larger voice within the polieevice.

e

Source: Ottawa Police Services

Yet most communities fail to elect and appoint adég numbers of senior-level diverse leaders, or to
promote diverse leadership throughout the middiesaf community management. In large urban
centres such as Vancouver, Toronto, and Montréeshlg minorities are proportionally underrepreseht
in municipal government. According to the Proparttity Index, where a score of 1.0 indicates true
proportionality, the elected representation levelisible minorities in these cities is only 0.3732 and
0.39, respectively; and was an equally low 0.4thenHouse of Commons in 20800This discrepancy is
not only confined to elected positions. In Tororitw,instance, although visible minorities madeddp
per cent of the population and comprised 30 pet @ietine applicants for public boards, agencied, an
commissions in 2003, they made up only 22 per cktite appointee¥.

Underrepresentation is a problem not just for ureeesented populations, but for all Canadians.

It contradicts the values of democracy and equaityl tends to put the legitimacy of decision-mghkim
communities and organizations into disrepute. Wthese values and the legitimacy of decision-making
are called into question, it risks degrading theiaaapital of the community’.If a social group lacks
respect for a decision-making body—whether a conitygovernment or an organization’s senior
management team—then members of that group wikdmlikely to respect and abide by that body’s
rules. As the level of respect declines, it wilcbme increasingly difficult (both financially andonally)

for the decision-making body to enforce its decisi¥j In the case of communities, the end result can be
a breakdown in the social order.
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Part Three: Realizing the Benefits of Diverse Leade  rship

leadership could bring them. They do not includficgant numbers of visible minorities,
immigrants, and other diverse groups in leadergbgitions. Even when they bring diversity
into leadership, the way in which they integramividuals with diverse backgrounds into leadersip
not always effective. However, best practices dkigt show us how organizations and communities can
realize the benefits; these are discussed below.

M any organizations and communities are not yet f@alizing the benefits that diverse

This section demonstrates ways in which organinatand communities can realize the benefits of
diverse leadership; first, by providing a framewfwkaction; and second, by suggesting a number of
“keys to success” within this framework.

1. Framework for Action: An Integration-and-Learnin g Approach to Diversity in
Leadership

To realize its full benefits, organizations and camnities need the right approach to diversity in
leadership. According to Harvard professors RobHly and David A. Thomas, two leading experts in
the fields of diversity and leadership researchjrdagration-and-learning approach’ involves imating
diversity at thecoreof an organization’s culture as a “valuable reselfor learning and development.
By creating an open environment that “values varetd insight,” this approach actively encourages
learning from the broader perspectives that divkraders and employees bring to the workpface.

The integration-and-learning approach represesigraficant shift from two earlier approaches: soe
called ‘discrimination-and-fairness paradigm’ ahd taccess-and-legitimacy paradigiin the 1980s
and 1990s, these earlier approaches were sparkaual éyerging diversity literature, including Wittia
B. Johnstone and Arnold E. Packéforkforce 2000: Work and Workers for the TwentysFZentury
and Anne MorrisonThe New Leaders: Leadership Diversity in Ameriizhnstone and Packer
emphasized the need for recruiting from more dvéatent pools, given the changing demographic
composition of American society. Morrison focusextloe financial benefits of diversity. She arguiea t
“diversity is a worthy goal undoubtedly linked teetoverall performance of any organizatioh.”

There are several reasons why the integration-eahing approach has proven to be more effectae th
earlier approaches. The discrimination-and-fairrsggsoach presumed that organizations should hire
visible minorities (and other underrepresented gsdto reflect the demographic composition of dycie
and comply with employment-equity legislation. steortcomings were three-fold. First, the fact that
diversity is “the right thing to do” was not a saféntly compelling reason for some corporate leade
buy in. Second, although filling quotas and prawgdmentoring for diverse hires resulted in
diversification of staff, it did little to changeonk processes and culture. And third, by seeking to
minimize the differences between diverse employids approach also minimized the organizational
benefits of diversity?

The access-and-legitimacy approach, first propas#te 1980s, was motivated by a desire to leverage
diversity to expand business opportunities. Althotltere is evidence that it provided benefits sagh
increased organizational morale, access to divdosestic and international markets, improved firm
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reputation, and increased productivity, there vedse factors that tended to limit its potent&T.o begin
with, some organizations that adopted the apprtawied to pigeonhole diverse employees into joais th
mainly required interface with others of the sarie background. This left some diverse hiresifigel
exploited and limited in their opportunities. Moveo, much like the access and legitimacy paradtgis,
paradigm did little to facilitate broad-based leagifrom diversity—incorporating diversity moretae
margins rather than the centre of an organizationfsire®® The result was that too few entered or moved
up to leadership positions in these organizations.

2. “Keys to Success” for the Integration-and-Learni ng Approach

There are several keys to making the integratiad+aarning approach work. These keys are derived
from Conference Board of Canada research studiesfram case studies produced at the Wharton
School of Business, Harvard University, the Masaaelts Institute of Technology, Rutgers University,
and the University of lllinois. Although primarifpcused on organizations, the principles emboderé h
apply at the community level as well.

When organizational stakeholders understand thiedésss case for diverse leadership, they are more
likely to give it their full support® Therefore, the value of diversity in leadershipstrioe clearly
communicated. This report provides evidence that@aemployed in communicating such a case.
Additional primary research specifically based ugmnexperience organizations and communities with
diverse leadership in Canada could strengthenabe even further.

Concerns over the “procedural justice” of diversitiiatives, including the promotion of diverse
leadership, is often perceived to be among thetgsebarriers to the successful integration of g
Reducing these barriers involves not only commuimgehe rationale for diverse leadership in an
effective way, but also ensuring that the appoimtinpeocess for promotions is transparent and fair.
Transparency should demonstrate that appointmerstsitior management have been based on the
breadth and depth of the perspectives, talentts skind experiences that a candidate brings to the
organization, while fairness and good businesstigezcshould dictate that broad-based opporturiities
learning, development and advancement are opdh to a

Adopting diversity in leadership requires strongsort from senior management—ideally the most
senior leadership in the organization. It callsdaoncerted and sustained effort from the orgéniza
and a willingness of the senior management teamwotl with diverse leaders. Without these supports,
the likelihood of achieving diversity in leadershigl be greatly reduced—especially because thedrar
to achieving diversity at the highest levels caridystematic, subtle and deeply engrain®d.”

D 7/
21D ?.
2@ + D" & B " . 88%8;
Z( & + D" ) " B "B " :
2@ + D" & B " . 8:$823 < & D
'$03 &* #1 0 23’




#11 $ %

To be valued by the senior management and the izegaom as a whole, the impact of diverse leadershi
on performance should be measured. This will aghibkee desirable results: it will reinforce the
business case for diverse leadership, assist iodimenunication of its value, and identify areas for
further improvement?

& ! # ' % %% %

Opportunities for learning, development and advarerg must be broad-based and fully integrated at al
levels to ensure that individuals from diverse lgmoknds have the opportunity to achieve leadership
positions. This will reduce concerns over proceduamad fairness. More importantly, it will go a long
ways towards integrating a culture of learning dadelopment at the centre of an organization’sydalil
practice—an essential factor in maximizing the eadfidiverse leadership and creating the conditions
that allow persons from diverse backgrounds toeaghieadership positions. These measures will also
contribute to building one of an organization’s inesuable assets: its intellectual capftal.
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Conclusion

of inclusiveness at the top of its public, privaad non-profit organizations. Our failure to bring

people from diverse backgrounds into leadershiftipas is costing the country in missed
opportunities in global markets, investment, antbiration, as well as in unemployment and
underemployment due to underutilized skills amoisgble minorities, immigrants, and other groups.

A Ithough Canada prides itself on being a diversdirultural society, there remains a serious lack

How can these circumstances be changed? Bill Hedalixecutive Vice-President of Wealth
Management at TD Bank Financial Group, says that fiwast create the pathways that will enhance the
opportunity for the current and this next generatibleaders to ascend to key positions based @it me
and ability, not colour of skin or ethnicity. To tlis we need to create a level and transpareyingja

field for all aspiring executives.” Hatanaka expkathat, for the corporate world, a level playired is
“meritocracy, where the rules of the game are prarent, where the game is available to all willamgl
capable participants, and where best in classtseard rewarded through advancement up to the next
level.” But getting to that point, he notes, cédlstwo things: “applying a strong and active fe¢a the
opportunity and removing the formal and informastaleles that get in the way.”

There is some cause for optimism. This report stemmse organizations are already engaged in
increasing diversity at the senior and executivele and have begun to reap the benefits. If gféorts

to increase leadership diversity inspire otherstaaambme more widely embraced Canada would take an
important step towards securing its future competiless, sustainability and quality of life.
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