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We currently find ourselves in a very
interesting moment in time. Technology
has had anirreversible impact on how we
work, what we work on, who we work with,
and how organizations function. It has
helped connect the world both virtually and
physically in a way that felt unimaginable
years ago. Society and culture in that time
has transformed significantly, including
how we define and perceive our personal
identities, the demographics of the working
age population across regions, and what
behavior is deemed appropriate.

Adding to that the more recent growth of globalization,
the prevalence of hybrid/virtual working, the staggering
potential of generative Al, the impact of social media,

and the large-scale societal changes we have alluded

to, itis clear that the work environment has never been
more complex. However, amid all this change, one aspect
of work effectiveness has always remained true; the
fundamental cornerstone of organizational effectiveness
isits people, and more importantly whether they are able
to work effectively with each other.

Consequently, DEl has become a critical strategy that
many organizations are trying to implement. However,
the key question remains how they implement these
strategies successfully. In this white paper we explore
the organizational benefits of DEI, and uncover how a
greater focus oninclusion can take DEI practices to the
next level.



Let's recap: What is DEI?

Diversity, equity, and inclusion (DEI) is a topic of extensive
discussion for most organizations. It is an organizational
strategy to ensure that there is fair treatment and
opportunity for all, and when this strategy is executed
successfully, it can enhance innovation, create more
effective work relationships, improve decision-making,
and facilitate a greater sense of belonging.

The acronym used by organizations may vary with some
describing it as D&I, I&D, EDI, DEIB, SUEDI, and many
other naming conventions. Whatever the term used,
the true foundations of the DEI people strategyis on
improving organizational effectiveness:

B Diversity is about ensuring that the organization
is representative of the many fundamental
characteristics that make employees unique.

B Equity isabout understanding that providing equal
treatment or resources doesn't necessarily deliver
equality of results, and we need to account for some
individuals having more obstacles than others.

B Inclusionis about enabling the diverse talents to
thrive, ensuring that individuals of all backgrounds
feel welcome, respected, and valued, and are included
inimportant decision-making.

The result of an effective DEI strategy is to create

an organization that is fair to all and that facilitates a
sense of belonging. Belonging is a feeling of a shared
community, where each group member is respected
and valued while being their authentic selves. A sense of
belonging for everyone is the core ultimate goal of this
people strategy.



The benefits

The emphasis on DEI may vary significantly across organizations, and while for some
organizations it may just be a strategic priority or something that fulfils a legal obligation,
the value of DEl reaches much further than that.

The most commonly cited benefits highlighted in the research are:

B Greaterinnovation: There has been consistent evidence that diverse teams/
companies are more creative and innovative, and make better decisions when leaning
on the variety of different perspectives(e.g. Giannetti & Zhao, 2016, 2019; Lee et al,
2018; Lorenzo & Reeves, 2018; Vafaei, et al, 2021). Organizations with effective DEI
practices are 2.9x more likely to innovate successfully and are 3.1x more likely to
effectively adapt to change (Bersin, 2021).

B Better decision-making: Research by Cloverpop (2017) has shown estimates that
diverse teams make better decisions 87% of the time and delivered 60% better
results when compared to non-diverse teams. One reason for this is that decision-
making can be impacted negatively by our assumptions and hardwired biases.
Diverse voices can mitigate this and highlight potential blind spots.

B Higher engagement and retention: Businesses that spend time and resources on
removing barriers and promoting DEl initiatives are 2.6x more likely to engage and
retain the workforce (Bersin, 2021). In addition, 51% of employees who left their jobs
in the last six months reported not experiencing a sense of belonging (M De Smet,
etal, 2022).

As aresult of these benefits, it has been continually found that diverse teams and
companies with diverse leadership achieve greater financial success than their less
diverse counterparts, and this finding holds true across industries and countries
(Hunt et al. 2023).

Organizations with effective DEI practices are
2.9x more likely to innovate successfully and are
3.Ix more likely to effectively adapt to change.

Many organizations with greater diversity in both their
leadership teams and overall organization show better
financial performance. For example, the Wall Street journal
evaluated 20 of the most diverse S&P 500 companies and
found that they performed better financially over five- and
ten-year periods, in comparison to non-diverse firms.



Inclusion to the spotlight:
Moving the DEI strategy forward

Historically DEI strategy has focused heavily on enhancing the ‘Diversity’ of the
organization to ensure the workforce is representative of the wider population.
Thisis stillavery important need for many organizations and should be a priority,
but this may be less effective if inclusion was not a part of this organizational
strategy. In some cases, this focus on only one aspect of DEl strategy led to team
conflict, lack of trust, and erratic decision-making (Giannetti & Zhao, 2016, 2019,
Stahl, et al, 2010, Homan, 2019).

With society changing, organizations becoming more global and teams meeting
more virtually, we need to give more focus on’Inclusion’, the “I” that drives effective
DEI. There is now a greater need than ever to focus on helping people work
togetherin a cohesive way, to understand and utilize the differences(both visible
and invisible) between them, and to ensure that everyone has an equal chance to
contribute, regardless of group membership.

Given this shift, let’s dive into the importance of inclusion, and why it is
essential for both leveraging the benefits of diversity and enabling effective and
meaningful collaboration. Having a diverse workforce does little for outcomes if
people with various backgrounds are not included in decisions, feel like outsiders,
orwork in silos. Hiring a diverse workforce without properly bringing people
together for optimal collaboration not only misses an important opportunity for
success, but can also make those who are excluded feel frustrated, less engaged,
or leave the organization altogether (Shore, et al, 2018).

The key to leveraging the unique ideas and perspectives that already existina
diverse organizationis to put more focus oninclusion. Research shows that adding
inclusive practices(e.qg. inclusive decision-making, inclusive leaders, inclusive
organizational climate or culture) to a focus on diversity, negates the possible
conflict that can come with diversity, while increasing the benefits (e.g. Homan,
2019, Shoreibah, et al, 2019) that can lead to improved performance.

In addition to impacting performance outcomes, inclusion has been shown

to have positive impact on employee attitudes and outcomes. For example,
inclusive practices have been associated with higher engagement, organizational
commitment, and job satisfaction (Brimhall, et al 2022; Hwang & Hopkins,

2012, 2015). Inclusive leadership and work practices also help reduce turnover
(Groeneveld, 2011; Nishii & Mayer, 2009), especially for those who are part of
underrepresented groups. Furthermore, feelings of belonging and being included
at work positively relates to employees going above and beyond their work tasks
and engaging in organizational citizenship and helping behaviors (Cottrill, et al,
2014; Den Hartog, et al ,2007).

Inclusionis at the heart of working effectively with each other and when there are
inclusive climates within organizations, people can collaborate, innovate, and be
productive. Irrespective of an organization’s goals and focus, when we are working
in such a complex work environment, having people and organizations that are
inclusive will be a key differentiator for success.



A big hurdle towards inclusion: Our biases

Inclusion can deliver significant benefits to organizational effectiveness, but one of the
core issues that can be a barrier to inclusion is bias. This is particularly challenging as
bias and the inability to make truly objective decisions are baked into the architecture of
every human mind.

Society has moved forward significantly over the last hundred years when it comes to
managing our biases. There is less open discrimination than there once was and there
have been significant improvements in legislation, and overt prejudice is now something
thatis seen as off-limits. However, despite these improvements, the evidence suggests
that these biases are still manifesting themselves across organizations, and in very
observable ways. For example:

BIAS IN RECRUITMENT

B Recentresearch(Obenauer,

BIAS IN PROMOTION
B ADDIGlobal Leadership report

BIAS IN PAY

B According to Bureau of Labor

2023) hasreplicated the findings
of a seminal study (Bertrand

& Mullainathan, 2004), which
found that applicants with white
sounding names received 50%
more invitations to interview
than other applicants.

A meta-analysis of experiments
on hiring discrimination
published between 2005 and
2020(Lippens, et al, 2023) found
that ethnic minority candidates
on average receive nearly 33%
fewer positive responses to their
applications than their majority
counterparts. Applicants with
disabilities receive about two-
fifths fewer positive responses
on average, while the penalty for
old(er)applicants is just above
one-third.

(2023) found that 49% of minority
women and 46% of minority

men in senior-level leadership
roles say they expect to change
employers to advance their
careers; only 29% of non-
minority men say the same.

Although Black employees
comprise 14% of all US
employees, the Black workforce
at the managerial level is just
7%. At senior-manager levels
(vice president and senior vice
president), it declines further,
to 5% and 4%, respectively
(McKinsey, 2021).

Statistics data, in 2022, women
inthe US earned 17% less than
men on average. In 2021, White
women earned 82% as much as
White men and the gap was even
wider for many women of color.
Black women earned 69% as
much as White men and Hispanic
women earned 63% as much.

The Institute for Women'’s Policy
Research(2022) projects that
gender pay equity won't become
areality until 2059.

Therefore, despite there being significant progress over the last few years, bias is still
manifesting itself in the workplace. While it is likely to be unconscious and benign in its
origin, it is certainly damaginginitsimpact on efforts towards true inclusion.



The universality of bias

Our decisions and behavior are built around our perceptions of the world around us.

We can sometimes think that our view of the world is truly objective. However, like

our actual vision, the images we see are just representations of the world around us.

Overall, our vision is an accurate representation, but it is still an abstraction.

Experiences and norms

As social animals we interpret

and internalize our external
environment. Our experiences
influence our expectations,
schemas we follow, and
perspectives. We automatically
internalize social norms and
expected behaviors we are exposed
to. Culture unconsciously influences
us and means we all have unique
filter we see the world through.

EXPERIENCES
AND NORMS

Survival

Our ability to internalize norms
and deploy cognitive shortcuts

is necessary for our survival.
However, this instinct means we
have a tendency to behave in ways
that are optimal for survival, but
notin the complex, integrated, and
collaborative work environment
we now work-in. Survival is an
explanation for some non-
optimal behavior.

SURVIVAL

COGNITIVE
SHORTCUTS

Cognitive shortcuts

These are cognitive processes

that help us process information
accurately enoughinavery short
time. These processes are typically
automatic and do not require
effortful thought, some researchers
refer to them as heuristics or ‘fast-
thinking’. Ultimately, they enable

us to make quick and relatively
accurate decisions, with limited
time and effort, the challenge is not
as accurate as we hope.

We believe that acknowledging that our point of view is a perception
influenced by biases, increases inclusion and creates more effective

work climates. Bias is something that every human is susceptible to, and
recognizing bias is part of the human experience and how our brains work;
a necessary step - and a starting point - to improving inclusion, brought to
life through our actions and behaviors.



Talogy’'s approach

When focusing on a topic as complex as DEI strategy, many different
approaches can be taken to improve it. These actions take different forms,
from policy changes to internal communications. However, at Talogy we
believe that the most impactful approach to improving organizational
effectivenessliesin focusing on people and the insights from psychology.
Consequently, our focusis oninclusion and how to understand it, measure it,
and enable it to thrive at all organizational levels.

The way we think is at the heart of whether we will demonstrate inclusive
behavior, overcome biases, and work effectively with each other. The
knowledge and research within organizational psychology provides the
greatest lever for facilitating inclusion and creating a sense of belonging. An
effective DEl strategy is focused oninclusion, which is underpinned by the
actions of people, how we behave with each other, and the climate we create.
Therefore, all of us have arole in creating aninclusive organization and can
influence it positively.

Inclusionis about everyone

Inclusion is about helping everyone in the organization, as we are all unique
and different to each other, with many of these differences being both

visible and hidden. Taking a universal approach to working effectively is

the only way we can create organizations that are both effective and foster
belonging. Inclusive organizations and teams allow all of its members to be
wholly themselves, while being empowered and supported to meaningfully
contribute to collective efforts and goals(Shore, et al, 2018). They create an
environment of belonging and psychological safety and enable each individual
to fully thrive.

The journey to inclusion requires a holistic approach

Our approachtoinclusionis holistic in nature, putting equal focus on
employees of all backgrounds and all levels of the organization. This is

why our solutions consider employees, leaders, and the work environment
as awhole. Without individual employees taking steps to develop and
demonstrate inclusive behaviors, such as open-mindedness, flexibility, and
respect towards others, organizational and leader initiatives can fall flat and
not reach desired levels of success. Similarly, leaders who try to champion
inclusive practices without buy-in from their employees or lack support from
organizational practices will only make limited progress.

Behavior is the key to creating a truly inclusive climate

The benefits of diversity would be underutilized without the proper structures
and behaviorsin place to bring sources of diverse thought together to
communicate effectively, engage respectfully, and collaborate for results.

A concerted effort by the organization to foster inclusivity can create a
collective sense of belonging, which can only be achieved through our
behavior, as this will help us circumnavigate our natural biases, which are just
a part of the architecture of our minds.



Introducing Talogy’s ABC Model of Inclusion

Talogy's ABC Model of Inclusion takes a stepwise approach in understanding the
behaviorsrequired to create an inclusive workplace, with each step building on the one
before. It provides a useful framework to help facilitate and enhance a sense of belonging
across teams, departments, and organizations. This model accounts for the fact that all
of us are on our own‘inclusion journey’and that we all may be at different stages.

The goalis to create a climate where employees are keen to promote and advocate
inclusion. So that everyone in all their uniqueness can be treated fairly and work

together effectively.

o

APPRECIATES

Inclusion begins with awareness
and appreciation of the experiences
of others. This stage reflects a
sense of acceptance, openness,
and a growth in understanding.
Individuals and organizations in this
phase are identifying the challenges
of creating an inclusive environment
and becoming open to learning
about their need to act.

Builds

Organizations

Leaders

Employees

BUILDS

Aninclusive climate is built by
behavioral change. This second
stage moves from gaining
awareness and understanding of
the challenges needed to improve
inclusivity, to more proactive steps
related to building an inclusive
environment. Individuals and
organizations in this phase are
helping to build aninclusive, fair and
equitable climate by their actions
and behavior. They are proactively
building a climate through action.

CHAMPIONS

The final step is more geared
toward leaders and the organization
as awhole and focuses on being
advocates of inclusion. This phase
is one of advocacy and facilitating
change in others. Thisis where
leaders and organizations look for
opportunities to affect change
formally and informally. To be
successful at this stage, individuals
and organizations need to be willing
to champion the change they want
to see.



Talogy’'s ABC Model of Inclusion:
A focus on the individual, leader, and organization

In the following sections, we explain how we view each of the three organizational levels
(individual, leader, organization) within the context of inclusion, how it manifests in each
one, and why each level is crucial to achieve inclusion both on its own, and in conjunction
with the other levels.

;| The individual

Why focus on the individual?

An organization is comprised of a group of individuals, ideally working towards a shared
purpose. The actions of these individuals incrementally impact an organization’s overall
success, climate, and DEI strategy. Therefore, our experiences when we are working,
both positive and negative, are typically determined by our direct colleagues and our
interactions with them.

Inclusion is not achieved by some external and an unknowable presence. Rather,
the decisions, actions, and behaviors of those we work directly with, have the most
significant impact on how we experience our work. Our interactions with others can
shape how we perceive ourselves, and even though we may not feel that way, each
person can have a positive influence on the experience of others.

The interactions and behaviors between individuals are fundamentally important, as
they are the building blocks of an effective organization. Therefore, by focusing on self-
insight and self-improvement, we can help organizations be more inclusive, by helping
people become more objective and work more effectively with others.

How we focus on the individual

In thisinterconnected and diverse world, we all need to work effectively with people

who are different to us, whatever that difference may be. Ultimately this capability leads

to better outcomes for the individual and the organization, fostering an environment

which enables collaboration, innovation, and success. In the psychological and business
literature, there are arange of constructs that are related to this very valuable quality, most
commonly referred to as intercultural competence, cultural agility, or cultural capability.

At Talogy, our preferred term is Cultural Capability, as a capability highlights how itis a
positive skill that we may have some level of natural predisposition for, but can also be
enhanced through direct action and effort. We define it as: “Anindividual’s capacity to
behave fairly, inclusively and respectfully with all people regardless of how similar or
different they are to them.”

Based on our research and that of the academic literature, this capacity is comprised
of sixinclusive behaviors. I



~

Empathy is defined as
understanding and showing
sensitivity towards others'
perspectives, views, and

concerns, regardless of
background and context.

TAl
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Relationship building is
defined as effectively building
relationships with people
from a wide range of different
backgrounds, establishing
rapport and trust.

¢©’

Composure is defined as
managing emotions in times
of challenge, remaining
appropriately calm,
composed and in control of
one’s response to a situation.

Open-mindedness is defined
as being tolerant and non-
judgmental when dealing with
others, avoiding assumptions
and preconceptions, and
treating each individual and
situation separately.

o
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Learning orientation is
defined as seeking to learn
and develop, taking steps
to build knowledge about
the world around them,
and being open to new

experiences and information.

<\Tf>

Flexibility is defined as
adapting one’s approach, style
and behavior depending on the
individuals they are interacting
with, and identifying solutions
based on the specific needs of
the situation.

Understanding their capabilities in each of these areas can enable employees to increase
self-awareness when interacting with others, identify biases, and take a more open-
minded, empathy-driven approach. Developing behaviors in these six areas are a key

starting point to building an inclusive organization from the ground up.
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Why focus on leaders?

Leaders play akey role in both needing to practice inclusive behaviors with their

own teams, as well as championing the importance of inclusivity to the rest of the
organization. While leaders should be responsible for carrying out the same six inclusive
behavior areas as the individuals in their organization, they also need to be inclusion
advocates by displaying courage, accountability, and championing change. These three
behaviors are detailed below:
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Accountability is defined Courage is defined as being Championing change is
as ensuring fair and equal brave in one’s actions and defined as maintaining a
treatment of all group taking a stand for what is positive attitude toward
members by actingin line right, fair, and equitable, change and facilitating
with one’s words, and holding evenin the face of change to improve fairness
themselves and others challenges. and inclusion.
accountable to the same
standards.
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Why focus on the organization?

While afocus onindividuals is crucial in enabling strong inclusive behaviors, it is
equally important to focus on the work environment of those individuals and how the
organization as a whole supports (or hinders) DEI efforts. This is where understanding
organizational climate comes in. While some organizations shy away from measuring
their climate due to fears that it can be messy and confusing to interpret, with the right
research and methodology behind it, it is not only possible to assess climate, but also
highly beneficial.

Just like anindividual has certain characteristics and behaviors, organizations can

be seen as possessing them as well. Organizational climate refers to the practices,
procedures and policiesin place, and can be thought of as “the shared perception of the
way things are around here”(Reichers & Schneider,1990). It can also apply to teams and
departments, not just organizations as a whole, as employee experiences can differ
when they evaluate the entire organization versus their own department. The shared
perception piece is key, as a strong climate exists when the level of agreement among its
members is high, whereas climate is considered weak when the group’s members don't
show agreement.

While climate for DEl and inclusion specifically is often overlooked, it is just as important
as employee behavior because it is the context and infrastructure without which an
inclusive work environment cannot thrive. An inclusive organizational climate not only
ensures that all members thrive, but also helps create equal opportunities, seeks out
and integrates diverse perspectives, and facilitates engaging interaction between its
members (Nishii, 2013). Measuring how inclusive an organization’s climate is can help
identify blind spots or offer suggestions for improvements. It can also pinpoint particular
areas that are lacking, such as leadership communication or employees feeling excluded
from important decisions. Measurement of inclusive climate should therefore focus
ondirect questions asking about various aspects of how groups in the organization
behave as a whole (e.qg. senior leadership, HR, employees in the organization), as well as
addressing specific DEl-related policies, and whether or not they are in place/effective.

How we focus on organizational climate

While there are many factors that require attention in order to achieve organizational
inclusivity, our research has uncovered the 12 most important dimensions. As with
individual behaviors, organization climate dimensions follow the same three levels of
our ABC model, starting with showing understanding (Appreciates), to demonstrating
inclusive practices(Builds), to driving positive change inside and outside of the
organization (Champions). Our set of dimensions goes beyond previous inclusive climate
scales and includes often forgotten constructs for a more thorough and comprehensive
approach. The table below shows the 12 dimensions, where they fall within the ABC
model, and their definitions.



ABC of Inclusion

Appreciates

Perceptions climate dimensions

Respect

Intercultural Appreciation

Open-Mindedness

Learning Orientation

Dimension definition

Positive regard and consideration for the feelings, opinions,
and perspectives of others

Awareness, acceptance, and understanding of cultural
differences

Open to questioning assumptions and biases

Desire to learn by embracing opportunities to gain a greater
understanding of others

Psychological Safety

Inclusive Decision Making

Freedom to speak without negative consequences

Participation inimportant decisions and belief that opinions
are taken seriously

Builds
. Acting and feeling true to themselves without negative
Authenticity
consequences
- . . . Nurturing positive relationships with a diverse range of
Building Diverse Relationships gp . P 9
colleagues to enhance learning/performance
. . Creating organizational programs and practices that
Fairness and Equity . .g g . Prog . P
explicitly address fairness and equity
Clarity of the organization's DEI policies and
Transparency .
accomplishments
Champions

Championing Change

Continuous drive toward improving inclusivity both inside
and outside the organization

Taking bold steps to advocate for and drive inclusion

Courage

. [ | [ |
. s B
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Taking action on inclusive climate results

Measuring climate using psychometrically sound
methodology is a crucial step to gathering accurate and
precise insight. However, gaining insight on its own is not
enough. Itisjust asimportant to enable an organization
to use the results and the information gathered to take
direct action. When gathering feedback, it is helpful to
provide employees with alist of achievable, tangible
actions and ask them to choose the most meaningful
ones for them (e.q. create employee resource groups,
introduce more flexible work policies).

While it would be difficult for any organization with

limited resources to action every possible item, asking for
employee input helps to focus the efforts on the ones that
matter most. Leveraginginformation about the current
state of inclusion climate paired with concrete steps for
action is key to achieving maximum positive impact.

Itisalso critical to not let climate survey results be simply
asnapshotintime. Asan organization acts on desired
items, and makes improvements in processes and
practices, making the climate survey a yearly undertaking
will allow the tracking of progress and highlight any

new problem areas. While benchmarking against

other companies in the industry is always something
organizations wish to see, with the inclusion topicin
particularitis far more valuable to focus on the progress
within the organization, rather than comparing yourself
to others. The desired level to strive for is the maximum
level of perceived inclusion, where every single employee
feel that they belong, and are valued and listened to.

Making changes at the organizational level can seem like
adaunting, challenging endeavor, but it is a worthwhile
one that can directly and quickly create positive and
lasting change. At the base level, signaling to employees
that the organization has gathered their feedback in
earnest, is taking it seriously, and is committed to
actingonit, isagood first step. To further support
organization-wide initiatives, leadership involvement
and buy-inis essential, as is having several champions
for the proposed changes. Depending on the areas that
need improvement, it can also be beneficial to bringin
external help (e.g. mediators, trainers/coaches, guest
speakers). Finally, all changes should be communicated
and promoted with transparency regarding timelines,
potential impact, and expected benefits.




Based on the multitude of evidence over the past decade,
itis no surprise that focusing on and enhancing inclusion
should be at the forefront of organizational initiatives,
and their DEI strategies. Within DEI, it is inclusion that
truly brings all people and processes together, enhancing
positive outcomes for all employees as well as the
performance and financial health of the organization.
Investing in it through

can lead to vast improvements in how employees interact
with each other and collaborate in meaningful and
enriching ways, increasing empathy, open-mindedness,
and flexibility. Improving working relationships and
listening to diverse perspectives, for employees at

all levels, benefits everyone involved and facilitates
organizational success.

Similarly, addressing inclusion through the

will allow companies to build the
support system needed for true inclusive practices.
Both approaches are important in their own right and
will lead to significant improvements in how people work
together. However, taking a comprehensive approach
and looking at all levels together is where inclusion and
all its benefits can thrive the most, providing maximum
benefit to organizational success.
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