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Abstract 

The demographic diversity of local and glohal workfhrces and markers is increasing ll'ithin what is still generul~l' a 
context oftightlabour market conditions. especial~\ '.fi>r skilled lahour. This paper rel'iews a wide range (~l/iterature on 
the impact of workforce diversity 011 business oil/comes und how that diversity can he hest managed fiJI· business 
success. The review considers variou(i types £~ldil'ersity. d{trerent methodological approaches from quasi-experimelllul 
to case studies. and a range ofpositil·e husiness outcomes including impnH'ed sta.trrecruitment anJ rl!telllion: impnJI'ed 
creativity. innovation and problem soh·ing. improved marketing strategil!s and outcomes. producth·ity and net .financial 
returns. Although there are some spt?cUic studies or instances that uppear to pro1•e the exception to the rule. the 
consensusfrom the body of evidence existing tu date is that dil•erse workfhrces are the reali~1· ofthc:jittltre and that. in 
general, they have the potential to result in pusitil'e enhanced husiness outcomes. The exceptions are generol~\' 
explained away as being due to lack o(hest practice implemenwtion (~/ dil·ersiry and etjlllllity policies. and managemcl/l 
of diverse teams and ·workforces. Thi~ paper. therej(Jre. also iiii'L'Stigates the ke_1 · workplacc. mwwgemelll and 
implemelllation factors associated ll'ith positil·e l'crsus negative Olttcomes. We Jinmd u luck o,lreseurch into the links 
between diversity, workplace practices and husiness outcomes in the St>lf Zealand context with its large numher (~!' 
small businesses. a unique range l?l ethnic gro1qJs and its Oll'n cultuml norms. signalling the pott>ntial.f(Jr .fitrther 
research. 

Introduction 

The demographic diversity of local and global work forces 
and markets is increasing, within '"hat is still generally a 
context of tight labour market conditions. particular!) tor 
skilled labour. As e\ idence sho'' s that both posith e and 
negative business outcomes can arise from dh erse 
workforces, according to Kochan et al, (2003) and Monks 
(2007), businesses that team how to effectively manage 
diversity will be well placed for competiti\e ad,·antage in 
the future 

Competitive advantage or business benefits I inked to 
diversity of the workforce include increased profitability, 
productivity. innovation, and impro' ed sales and 
marketing outcomes. The potential to increase access to 

global markets has been identified as important for l\e" 
Zealand's economic growth (Skilling. 2007a. 2007b; 
Skilling and Boven. 2006). Skilling also points out that 
New Zealand needs to attract skills that are not 
sufficiently ava ilable in New Zealand or its traditional 
source countries. 

This paper reviews international literature on the impact 
of workforce diversity on business outcomes and how 
that diversity can be best managed for business success. 

Debates and definitions 

The focus on workforce diversity developed out of the 
equal employment opportunities (EEO) approach of the 
1970s. which was based on concepts of human rights. 
social justice and fairness with the aim of equitable 
representation of all groups at all levels. and the 
prevention of discrimination. ln contrast. the diversity 
approach argues that demographic diversity will deliver 
business benefits to organisations in terms of performance 
and competitive advantage (Cassell, 2004; CIPD. 2005: 
Kirton and Greene. 2005). It is this argument that is 
being put to the test with this review. 

The shift from an EEO to a diversity approach occurred 
throughout the Western world. but coincided in New 
Zealand with a shift from a legislative approach in the 
Employment Equity Act of 1990. which was repealed and 
later replaced with an educative, motivational approach to 
business through the setting up of the EEO Trust in 1992. 
As businesses are concemed with bottom-line 
performance. it was believed that a business-focused 
approach to encouraging employment of a di\ erse 
workforce would be more atn·active than one based solely 
on social responsibility. 

However, there is debate in the literatw·e about whether 
substituting a diversity or business case approach for the 
traditional equality approach has lost sight of the original 
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aims of EEO. A third perspective is that equality and 
diversity are complementary and both are needed to 
maximise the benefits of the diverse workforce of the 
future (Kirton and Greene, 2005). The n·aditional 
equality approach is needed to ensure equality of 
opp011unity, but the managing diversity approach builds 
on this by ensuring difference is valued and harnessed to 
achieve its potential advantages (Gatrell and Swan, 2008). 

A consideration of the impacts of workforce diversity 
must first identify the type of diversity involved. The 
research literature covers three main types of diversity: 
demographic diversity, such as gender, ethnicity or race 
and age; cognitive diversity or diversity of thinking and 
values; and functional diversity, which refers to the 
different job areas such as fmance, R&D, production, 
sales and marketing etc. 

Demographic diversity is the main concern from an EEO 
perspective, and hence of this paper. While there is 
obviously some overlap in that different demographic 
groups may be likely to have different ways of thinking 
or values, according to Kiefer (2007) and Mannix and 
Neale (2005) this has not been proven, and there are also 
cognitive differences v.~thin demographic groups, and 
across functional areas. 

Paper structure 

This paper reviews the wide range of research in the 
broad area of demographic diversity and business 
outcomes to see what evidence there is to support the 
claim that a diverse workforce leads to positive business 
outcomes. Key factors associated with pos1t1ve or 
negative outcomes are identi tied and summarised. The 
paper concludes \\~th a discussion of what conclusions 
can be drawn and suggestions for further research. But 
first, in order to evaluate the evidence presented in the 
research literature, this paper considers whether it is 
possible to establish links benveen diversity and business 
outcomes and, if so, how this can be done. 

Can Links Between Diversity and Business 
Outcomes be Established? 

It can be argued that it is difficult, if not impossible. to 
demonstrate a direct link between workforce diversity and 
equality, and positive business outcomes, because 
multiple factors impact on business performance. While 
causality is difficult to prove in any field of research, two 
main approaches are used to demonstrate a link. One is a 
quasi-experimental design approach where outcomes for 
one group (of organisations) is compared with those of 
another group that is similar in all aspects except the 
issue being investigated, in this case workforce diversity. 
This controls for the effect of other influences on business 
outcomes. The second is the case study approach 
comparing outcomes before and after an increase in an 
organisation's workforce diversity. and including 
e\ idence on the implementation of the diversity 
programme in order to be able to link the programme to 
the outcomes. Results from case studies are context 
specific and not generalisable to all situations. Both 

approaches can be found in the diversity research 
literature. 

Most of the research reviewed, however, focuses on just 
one or two demographic groups, mostly gender and/or 
ethnicity/race, and some of it is confmed to the diversity 
within management teams. 

A wide range of measures of business outcomes is used 
across the research literature reviewed, but again, most 
studies only use one or two. These include return on 
investment (ROI), return on assets, return on equity, net 
operating profit (linked to reduced costs from turnover, 
absenteeism), productivity, creativity, market 
sharelpenen·ation, employee engagement 
/commitment/morale etc. A European Commission 
review (2003) says there are difficulties in measuring 
diversity impacts because many of the benefits are 
context specific, indirect, intangible and qualitative. 

To reach a conclusion from such a body of research 
requires a wide ranging review that includes identification 
of consistent trends and of factors associated with both 
positive and negative outcomes. 

Evidence of Positive Business Outcomes from 
a Diverse Workforce 

Overall, a growing body of research supports a link 
between having and supporting a diverse workforce, 
including management and boards, and positive business 
outcomes. While reviews of the evidence often conclude 
that there have been inconsistent results (Monks, 2007; 
CIPD. 2005: Kirton & Greene. 2005), those that examine 
the differences between positive and negative outcomes 
generally find empirical support for a link. 

Comparisons between high and low diversity 
organisations 

A nwnber of large studies in the US and UK which 
compared the business outcomes of organisations that 
scored highly on diversity practice with those that scored 
poorly consistently found better business outcomes for 
the former. 

For example, a comparison of 76 US organisations 
classified as minority-fHendly (rated on nine variables 
such as representation on boards, senior management and 
total workforce, plus having diversity programmes and 
other di\'ersity positive practices) with those that rated 
poorly, found that the minority-friendly organisations 
achieved higher than average performance in terms of 
ROL return on sales and retwn on equity (Von Bergen et 
al. 2005). 

A UK study based on 140 leading private and public 
organisations found that 80% reported a link between 
good diversity practice and better business performance 
in terms of improved productivity, better service delivery 
and cost savings (Rutherford and Ollereamshaw, 
2002: I, I 0). 
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Analysis of the US Diversitylnc top 50 companies found 
links between good diversity practice, retention of 
minority workers, and better stock performance. The top 
10 in the Diversitylnc list score from 91-94% on retention 
for all ethnic groups and women, compared with around 
70-75% for those in the bottom 1 0 of the list 
(Diversitylnc, 2006:33-34). Diversitylnc 's top 50 in 2005 
and 2004 also outperformed Standard & Poor's top 500 

companies on stock performance. For the 43 publicly 
traded companies in the Diversitylnc top 50, the return 
rate was 23.5% higher than Standard & Poor 's top 500 
measured over 10 years with dividends reinvested. Such 
findings have been replicated by independent researchers 
such as Slater et al (2008) as seen in Figw·e 1, Weigand 
(2007) and Erhardt et al (2003). 

Figure 1: Profitability comparison, Diversitylnc Top 50 and matched control group of companies, 1998-2003 
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Source: graph created by the author from data in Slater et al. :!008 

Some studies were specific to gender (Catalyst, 2004; 
McKinsey, 2007; Smith et al, 2006) or race (Herring. 
2006). Herring's (2006) study of 251 for-profit 
organisations showed that greater racial diversity was 
associated with better outcomes in sales revenue, number 
of customers, market share and profitability. For example, 
72% of those with high racial diversity had greater than 
average market share and profitability compared with just 
over 50% of those with low racial diversity. 

A leading study on the relationship between gender 
diversity in top management teams and fmancial 
performance was carried out by Catalyst (2004). This US 
study used 353 Fortune 500 companies for which 
sufficient gender diversity and fmancial performance data 
were available between 1996 and 2000. Two measures of 
financial performance were used: return on equity and 
total return to shareholders. Return on equity was 35% 
higher and total return to shareholders 34% higher in 
companies with the highest representation of women in 
their top management teams than those with the lowest 
female representation. The higher performance of teams 

with women held true across all the industry groups 
represented in the study. 
These findings were repeated in a study can·ied out by the 
international consulting finn McKinsey and Company 
(2007), as shown in Figw·e 2. The McKinsey & 
Company study also demonstrated that companies with 
three or more women in senior management scored 
higher on nine excellence ctiteria compared with those 
with fewer than three women. This mirrors other studies 
showing that the best business outcomes are achieved 
once a certain level of diversity is reached. 

A Danish study of2500 firms from 1993-2001 also found 
rigorous statistical evidence of a link between female 
representation at top executive and board le\'el and 
performance as measured by gross profit, net sales, 
contribution margin, operating income and net income 
after tax. But these outcomes were dependent on the 
qualifications of the women and the measw·e of 
performance used. Gross profit showed a higher positive 
effect than other measw·es, and results, which were 
limited to elected board members, were sn·onger when the 
women had a university degree (Smith et al, 2006) 
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Figure 2: Economic performance of companies with high gender diversity in management compared with 
industry average performance 
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Causality 

The authors of the McKinsey report concluded that 
"while these studies do not demonstrate a causal link, 
they do ghe us a factual snapshot that can only argue in 
favour of greater gender diversity" (2007: 14 ). While 
acknowledging that a range of factors contribute to 
business performance outcomes. the converse is that these 
findings demonstrate a lack of negative trends in 
performance outcomes associated with increased diversity 
and policies promoting diversity and equality. 

Perotin et al (2003) concluded that both more productive 
firms and fitms that have EEO policies are better 
managed. as did Bloom et al (2006) in relation to work
! ife balance and Smith et al (2006) in relation to gender. 
While these examples suggest a link between a 
commitment to diversity and good management. some 
have questioned whether this is purely an association or a 
causal link and, if so, in which direction. Perotin et al 
(2003) concluded that the association of EEO and 
producth ity is not a case of re,erse causality: that is, that 
more productive firms are more likely to have EEO 
policies, as the strength of correlation increased with the 
number of measures to achieve EEO. 

Case study examples of business links to 
diversity 

Cox (2001) used a case study of a large multinational 
alwninium producer to demonso·ate positive outcomes 
from his diversity model, which includes leadership, 
research and measurement, education, alignment of 
management systems, accountability and follow-up. 
More than 90% of his measures of diversity climate 

showed improvement 18 months after implementation. 
He also demonstrated positive relationships between 
diversity and productivity and work quality, although 
these relationships varied for different types of diversity. 
Richard et al (2004) a lso found d ifferent outcomes related 
to different types of diversity. 

Kirton and Greene (2005) gave the example of Procter 
and Gamble, a large UK-based firm which has a three
pronged Diversity Action Plan comprising stt·ategies to 
attract. develop and retain staff. The initiatives included a 
training programme which proved to be the most 
powerful tool in fostering diversity learning and 
understanding, gender pay equity, achieving good 
awareness of diversity related policies, outreach to 
minority ethnic and disabled groups and work- life 
provisions. After two years, they claimed that this 
Diversity Action Plan resulted in increased productivity, 
record breaking sales, high staff morale, high staff 
retention and enhanced external reputation 

Over a 1 0-year period, leading New Zealand employers 
have provided statistics and examples in conjunction with 
their EEO Trust Work & Life Award entries. Some of this 
material cannot be published due to business 
confidentiality, but some examples from the 2007 awards 
(EEO Trust, 2007) are: a creative approach to recruiting 
and retammg skilled migrants enabled Beca 
Transpot1ation to grow by 30% in one year at a time 
when similar organisations were losing staff to their 
competitors in New Zealand and overseas; a positive 
approach to diversity has resulted in substantial benefits 
for Mount Albet1 Pak 'n Save, for example, low staff 
turnover saves the supetmarket approximately $100,000 
per annum. 
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methods and approaches 

range of other research approaches have been used to 
~c:~:~ the net business benefits of workforce diversity, 
from self-report surveys to multi-method approaches. 
These have been applied across large numbers of 
organisations but no control group comparison has been 
made. 

Monks (2007) reports on three studies undertaken for the 
EW'opean Commission covering 200, 761 and 3000 
organisations to examine the costs and benefits of 
workforce diversity policies. Using a range of research 
methods from surveys to case studies, these studies 
identified four core areas of benefit: human capital, 
market access, enhanced reputation and employment 
relations. These are achieved through attracting a wider 
range of quality staff to address labow· shortages, 
matching the diversity of new markets, and reduced costs 
from better employment relations. 

The European Commission (2003) review of the costs 
and benefits of diversity policies involved surveying 200 
companies in four countries; eight case studies of 
diversity promotion programmes in six countries, and 
nearly 50 interviews with key informants from business, 
government, NGOs, unions and equality agencies. The 
review found that companies that implement diversity 
policies identify important benefits that sn·engthen long
term competitiveness and sometimes result in improved 
performance in the shorter term. The most frequently 
identified benefits (by more than half the organisations 
surveyed) related to enhanced reputation, attraction and 
retention of highly talented people, improved motivation 
and efficiency, improved creativity and innovation. 
enhanced service levels and customer satisfaction. and 
helping to overcome labour shortages. 

Similarly, in Raj an et al' s (2003) UK study of 486 
companies which had had diversity initiatives for about 
three years, half reported attracting talent from wider 
sources, improved employer image and a more innovative 
workforce with a greater variety of approaches and styles. 
Forty per cent of the companies reported greater 
employee commitment, higher productivity. improved 
customer satisfaction and retention, improved employee 
retention and an increased range of customers in new 
markets. A third reported increased sales and/or market 
penetration. 

Creativity and innovation 

Another suggested link between diversity and 
performance relates to improved innovation and 
creativity, however, a search of academic databases 
produced only a dozen articles on the topic from 2001 to 
2007. Some were reviews of existing research (Bassett
Jones, 2005; McMillan-Capehart, 2005), while others 
reported on their own research or experience. Much of 
the research reviewed in this area also focused more on 
functional or cognitive diversity than demographic 
diversity. Some was also limited to subjective assessment 
rather than rigorous measw·ement. For example, a CIPD 
{2005) report shows that around 60% of companies 

believed their diversity policies resulted in improved 
innovation and creativity. 
Most of the studies were small and involved only one or 
two specific measures of diversity and creativity or 
innovation (EEO Trust, 2008). For example, a study of 
gender diversity found the optimal balance of men and 
women for both experimentation and efficiency of teams 
was 50:50 (Lehman Brothers Centre for Women in 
Business, 2007:32-33). They are therefore case specific 
rather than generalisable to all types of diversity and all 
circumstances, and do not demonstrate a clear, direct 
relationship between demographic diversity and 
innovation, creativity, problem solving or decision 
making. 

What they did demonstrate though was that, in order to 
achieve better outcomes from diverse groups than 
homogenous groups. organisations need a management 
style and a workplace and team culture that is open to 
change and encourages participation by women and 
minorities (Bassett-Jones, 2005; Cox, 200 I; Lattimer. 
1998: Hubbard, 2004; de Dreu and West, 2001 ). For 
example, de Dreu and West (200 1) found that minority 
dissent was associated with team innovation only when 
there were high levels of participation in decision making 
by team members, along with low resistance to change. 

Factors influencing business outcomes of 
diversity 

Barriers to positive outcomes - communication 
and conflict. 

Common negative outcomes or problems encountered in 
working \Vith diverse teams and workforces are conflict, 
poor communication and greater length of time to arrive 
at solutions (CIPD. 2005; Monks, 2007). Mannix and 
Neale (2005) conclude that demographic diversity has an 
inherently negative effect on group functioning unless the 
group process is carefully controlled for communication 
and conflict management. 

Communication and understanding cultw·ai differences 
around communication are the most significant factors 
according to several researchers (Gassmann, 200 I; Cox . 
2001: Kiefer, 2007; McMillan-Capehru1. 2005). Hubbard 
(2004) found that diverse teams generated more ideas that 
evolved ~nto products and services than homogenous 
teams. Despite homogenous teruns starting with better 
communication due to shared frames of reference, 
relating and values. these same commonalities limit their 
output. But he also concluded that diverse team members 
need to understand each other's differences in order to 
overcome conflict and misunderstanding and work 
effectively together. 

Conflict can be a barrier to collaboration when different 
people work together. However, rather than avoid or 
eliminate it, conflict requires effective, constructive 
management "to transform it from a major liability into a 
significant asset'' (Weiss and Hughes, 2005:94). Kiefer 
(2007) identifies two types of conflict related to diversity. 
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Positive or constructive conflict is conflict of ideas and 
ways of doing things that ultimately leads to better 
solutions or outcomes. Negative conflict is conflict of 
emotions, personalities and relationships that needs to be 
managed so as not to get in the way of the potential 
benefits arising from diversity of thought, values, 
experiences and perceptions. 

However, absence of conflict as a result of pressure to 
confmm can result in "group think", where norms are 
established and adhered to in order to keep things 
comfortable and ' 'outsiders are ignored and deviant ideas 
or behaviours disregarded or punished" (Kiefer, 2007: p. 
28), thus eliminating the positive benefits of diversity. 
Furthetmore, those who feel forced to adapt to fit the 
norm are likely to leave the organisation (McMillan
Capehart, 2005). 

Explaining negative outcomes- management 
style and workplace culture 

"The approach to diversity and not the diversity 
itself determines the actual positive and negative 
outcomes''. (Lane & Di Stefano, 1992, cited in 
Gassmann, 200 I ). 

Cox (200 1) said the main reason for poor management of 
diverse workforces relate to interpreting diversity as 
employing demographically different people who are 
expected to fit the nmms of the existing workplace 
culture, rather than recognising, valuing, encow·aging and 
rewarding difference. Traditional management styles that 
look for and encourage cultural fit can thus lead to high 
twnover of people who are different rather than making 
good use of their difference (Thomas, 2006; McKay and 
A very. 2005). 

Lattimer ( 1998) also found that strong pressure to 
conform to existing norms and ways of doing things 
alienates those who are different and thereby loses the 
value of their different perspective, frequently causing 
them to leave the organisation. Lattimer also identifies, 
along with others such as McMillan-Capehart (2005), 
Gassmann (200 1) and (Smith, 1999), the need for 
recognition and appreciation of different values so that 
individuals are encouraged to express their differences 
within a context of a focus on shared team goals to 
achieve better outcomes. 

Threshold level 

A number of studies showed that the best business 
outcomes are achieved once a certain level of diversity is 
reached. Roberson and Park' s (2007) study of the 
relationship between the racial diversity of top 
management and financial performance in Fortune 500 
top diversity companies showed that low levels of racial 
diversity (up to 22%) are associated with declines in 
financial performance but, as racial diversity increases, 
financial performance improves. They suggested that at 
low levels of racial diversity, n·ue diversity practice is not 
encouraged. Similarly, McKinsey and Company (2007) 
demonsn·ated that companies with three or more women 

in senior management scored higher on nine exc::etJtencre 
criteria compared with those with fewer than 
women . 

The degree of diversity has also been shown to affect 
links between diversity and innovation or creativity. 
Richard et al (2004) examined racial and gender diversity 
in relation to performance in the US banking sector in 
terms of innovation and productivity, finding that the 
relationship was complex and non-linear. The researchers 
investigated the optimwn level of heterogeneity needed to 
maximise the benefit of diverse perspectives and 
minimise negative outcomes. Innovation and productivity 
increased once racial diversity of management was over 
0.25, and different levels of gender diversity were related 
to different positive outcomes. 

Achieving Positive Outcomes from Diversity 

"There is a crucial distinction between merely 
having diversity in the workforce and developing 
the organisational capacity to leverage diversity 
as a resource. The challenge of diversity is not 
simply to have it, but to create conditions in 
which its potential to be a performance barrier is 
minimized and its potential to enhance 
perfmmance is maximized." (Cox, 2001:15-16) 

Simmons and Weathers (2007) noted that celebrating 
diversity only as a positive ignores real problems that 
must be solved, as outlined above. The key focus now, 
they say, needs to be on providing information on how to 
deal with differences in a constructive way which helps 
hamess the potential benefits. 

Successful outcomes from workforce diversity depend on 
how polic ies and practices are implemented, with 
suppmtive management and workplace culture identified 
as critical factors. Key steps include commitment and 
leadership by senior management; manager 
accountability; measw·ement of progress; integration and 
targeting to specific business aims; support networks; 
mentoring for women, minorities, and any other under
represented groups, and practical behavioural based 
n·aining (CIPD, 2005: Rajan, 2003; Rutherford & 
Ollearenshaw, 2002; Layne, 2002; Hyter & Twnock, 
2005; Opportunity Now, 2004; McKay & Avery, 2005; 
Watts & Trlin, 2000; Mor-Barak, 2005; Kochan et al, 
2002; Catalyst, 2002b). 

In addition, a combination of diversity policies and 
practices is needed for effective diversity management. 
According to Richard and Johnson (200 1 :3 ), "Simply one 
or two activities in suppott of diversity fails to constitute 
a diversity orientation. Rather, these activities must work 
together and reinforce one another". Rutherford and 
Ollereamshaw's (2002:2) research on 140 leading UK 
organisations found that taking a comprehensive 
approach for two years has as much or more effect than 
20 years of piecemeal change. 

Successful outcomes also depend on integrating diversity 
policies into the overall organisational strategy and 
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culture rather than leaving diversity implementation to 
HR departments and line managers (Monks 2007; Mor
Barak, 2005; Rutherford & Ollereamshaw, 2002; Rajan et 
al, 2003; Cox, 2001 ). Cox (2001 :26) describes the 
process as looking at each of these areas "through the lens 
of diversity'' to see how they might better reflect the 
demands and potential of a diverse workforce. 

Culture and management change 

Leonard and Swap ( 1999) conclude that "it takes more 
than demographic or ethnic diversity to result in creativity 
that leads companies to perform better". According to 
Leonard and Swap, in order to spark creativity and 
innovation, special management skills are required to 
overcome conflict and provide toleration and support for 
dissent Process rules and communication skills are also 
needed, as well as an organisational culture that is 
conducive to maximising a team 's ability to think 
divergently. 

Similarly, Bassett-Jones (2005) found that new 
management styles are needed to achieve positive 
outcomes from workforce diversity. Successful diversity 
management, according to CIPD (2005), involves a 
culture shift in management style from controlling to 
trusting, which in turn involves a shift from focusing on 
inputs and processes (time in office, traditional ways of 
doing things) to outcomes. 

These views echo Lattimer (1998:5) who concluded that 
"diverse groups and teams significantly outperform their 
homogenous counterparts, especially in problem-solving 
and decision-making'' and that the concerns and 
reservations about the efficiency of diverse work teams 
are "greatly exaggerated''. But in order to capitalise on 
the benefits of diverse perspectives and ways of working, 
initial issues of trust and communication need to be 
professionally facilitated and worked through. 

The need for workplace culture change so that diversity 
initiatives can be effective has been emphasised by many 
other researchers and reviewers (Kirton & Greene, 2005; 
Thomas & Ely, 2005; Sinclair, 2006). In New Zealand, 
Watts and Trlin (2000) researched over 300 private sector 
companies and government organisations on the 
employment of immigrants from non-English speaking 
backgrounds, finding that the key factors in productive 
diversity were recognition of the reality of diversity, 
viewing that diversity as an advantage, assisting with 
positive settlement, and establishing a workplace culture 
that fosters productive diversity. 

Diversity in itiatives without a supporting infrastructure 
result in failure and consequent resistance. From her 
review of the evidence on workplace diversity and 
equality, Monks (2007) identified the three key 
characteristics of inclusive workplace cultures as being 
freedom from discrimination, valuing diversity, and 
proactively pursuing equality. These characteristics need 
to be demonstrated through a set of consistent policies 
which are supported by organisational practices at all 
levels. 

McMillan-Capehart's (2005) review concluded that to 
benefit from the positive outcomes of diversity and 
reduce the negative, organisations need to appreciate 
individual difference while emphasising cooperation and 
shared pw·pose or goals. 

Management commitment, accountability and 
training 

Kirton and Greene (2005) noted that, because of the 
unequal representation of certain groups of employees in 
management, line managers and senior managers tend to 
be disproportionately from the dominant group, which 
makes implementation of a diversity and equality policy 
inherently problematic. For example, they cited a study 
that found that line managers generally perceive disabled 
employees as a problem or burden. ln a New Zealand 
example, the EEO Trust (2007b) employee engagement 
survey found that managers had more positive 
perspectives of their workplace culture and initiatives 
than staff did. To overcome this, senior managers need to 
be convinced of the benefits of effective diversity 
management, and line managers need to be made 
accountable for implementing and achieving it. and 
provided with appropriate training and support (Kirton 
and Greene, 2005; Monks, 2007; Schmidt, 2007; 
Simmons & Weathers, 2007). 

Line managers have been identified as being critical to 
the success of diversity policies. (Monks, 2007; 
McPherson, 2006; Kirton & Greene, 2005). Research into 
why managers are unsupportive identifies lack of 
knowledge, training and support, together with under
resourcing for any shot1-tetm costs. Drawing on research 
on 500 UK companies with diversity initiatives, Rajan et 
al (2002) identified that ban·ie~·s to managers 
implementing diversity policies included time pressures 
and other perceived priorities, attitudes and inexperience 
in dealing with diversity, and a cultw·e of face time and 
long hours. Similar problems were found by Wentling 
(2004), and Mor-Barak (2005), who recommended 
training for managers alongside accountability. 

Cox (200 I) cited case studies comparing diverse and 
homogenous groups, with and without diversity training, 
and found that diversity training and proactive 
management determined whether diverse groups 
outperformed homogenous groups on problem solving 
tasks. Smith ( 1999: 12) pointed out that training needs to 
go beyond increasing awareness of diversity to 
developing the skills needed '"to resolve group conflict 
and engage in effective problem solving and decision 
making with diverse groups". 

Measurement and evaluation 

Monitoring of progress and outcomes is essential for 
accountability. The importance of measw·ing the success 
of diversity initiatives is agreed on by all the writers in 
this field. Monks (2007) identified three key functions of 
diversity and equality measurement: measw·ement of an 
activity drives action (what gets measured gets done), 
measurement is necessary to justify costs, and 
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measurement is necessary to monitor progress on goals 
and benchmarks. A fourth, noted by the European 
Commission (2003) review, is to team what works and 
why in order to drive investment decisions in the future. 

Conclusions 

The many difficulties involved in undertaking robust 
research into the links between diversity and business 
outcomes mean there may never be more reliable 
research than what exists now. All research has 
limitations. Drawing conclusions involves summing up 
the consistency of trends across a large body of research, 
and deriving sound explanations for those that are 
inconsistent. Hence, the conclusions drawn from this 
review are that, although there are some specific studies 
or instances that prove the exception to the rule, the 
consensus from the body of evidence existing to date is 
that diverse workforces are the reality of the future and 
that, in general, they have the potential to result in 
positive business outcomes. The exceptions are generally 
explained away as being due to lack of best practice 
implementation of diversity and equality policies and 
management of diverse teams and workforces. 

Reviews of studies across large nwnbers of organisations 
are consistent in the key factors identified as being 
associated with positive business outcomes. These are: 
leadership commitment; culture and management change: 
training and communication; measurement and 
accoun tabi I ity. 

Most studies on the outcomes of demographic diversity in 
the workplace have related to gender or ethnicity/race. 
None include disability, yet it could be argued the 
experience of living with a disability provides a different 
perspective in the same way as other diversity 
characteristics do. 

There is also a lack of New Zealand research into the 
links between diversity and equality and positive business 
outcomes, taking into account the New Zealand policy 
environment: the comparatively small size of most New 
Zealand organisations; the specific ethnic groups and 
cultw·al context: and cultw·al n01ms regarding paid work 
and family life. 

New Zealand business school academic Pringle (Pringle 
et al. 2006) concluded, along with Kii1on and Greene 
(2005) in the UK, that there is a need for national and 
cultW'e specific organisational research on diversity, 
rather than relying on US dominant material and 
experience. They recommend a multi-method approach 
to diversity research within organisational contexts. This 
is in line with the EW'opean Commission review which 
recommended that governments play a role in providing 
information on workplace diversity issues, particularly in 
the form of case study experience of organisations that 
have invested in diversity policies. 

Note 

1 A guide to measwing diversity outcomes is 
available in the appendix of the EEO Trust (2008) 
review of the positive business outcomes of 
diversity and equality and how to achieve them. 
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