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The case for centering diversity, equity, and inclusion (DEI)
initiatives in business is driven by ethical concerns.
However, there are strong correlations between DEI
initiatives and both higher profits and better
organizational performance. Rapidly changing
demographics require a focus on cultivating an inclusive
workplace culture, where people feel a sense of shared
purpose and community. In such environments, people not
only value differences, but understand how to leverage
differences to make relationships innovative and
productive.
The content of this Insight document should not be
construed as specific professional advice or services for
your business by iChangeCollaborative, LLC.
Before making any decision that might affect your finances
or business a qualified professional advisor should be
consulted.
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Diversity, Equity, and Inclusion Defined
Closing equity gaps in the workplace goes beyond the moral purpose of righting historical
wrongs. It’s also about choosing a dynamic future and realizing the full potential of massively
underutilized sources of talent. Research consistently shows that diversity, equity and inclusion
practices make us better, smarter, more productive, and as a whole, more intelligent.
We begin by defining the terms diversity, equity, and inclusion.
Diversity is a fact.
Diversity refers to the demographics
of a group. Workplace diversity
includes, but is not limited to, social
identity categories such as race,
gender, sexuality, abilities, and
religion. A workplace can have
diversity without inclusion.
Inclusion is an act.
Inclusion is a set of measurable behaviors that make people feel welcome. Inclusive behaviors
can include expression of genuine concern, authentic curiosity about a person’s lived
experience, appreciation for their perspective, or recognizing the value of their contributions.
Inclusive behaviors may include invitations to lunch, to collaborate, and to lead.
Equity is an investment.
Achieving equity requires time, attention, and resources. It can mean using one’s influence to
spread awareness, counteracting bias and discrimination, and committing to take action that
makes a difference. In the workplace, it means investing in the success and well-being of
traditionally underrepresented groups.
Differentiating between these terms builds a foundation for transforming workplace
relationships. While all three areas of DEI are important, inclusivity is the secret sauce that
drives engagement, productivity, and innovation. In inclusive work environments, people have
the psychological safety necessary to recognize genius and cultivate collective intelligence.
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Three Imperatives Drive Inclusion
There is no question that diversity, equity and inclusion initiatives are driven by ethical values.
Yes, it’s the right thing to do, and doing the right thing makes good business sense. Research
shows that diverse and inclusive companies have stronger, smarter, and more innovative
teams. They also generate more profits.
There are three imperative reasons for companies to embrace DEI initiatives. These reasons are
not mutually exclusive, but rather work together to build momentum for positive growth and
change.
The Ethical Imperative
Businesses have a role to play in manifesting social ideals, and the vision and values they
project are key drivers of their success. When companies align their purpose with the higher
ideals of justice and equity, they inspire commitment and collaboration in their employees and
clients. People are happiest and most productive when their personal values align with those of
the organization they serve. A company’s ethical commitment to DEI progress has a significant
positive impact on underrepresented groups.1
The Organizational Intelligence Imperative
Inclusive cultures allows collective intelligence to flourish through synergistic learning. By
fostering psychological safety, companies see increases in problem solving, collaboration,
innovation, and thought leadership. Diverse and inclusive organizations are also more vibrant
and more fun because people enjoy working together.
The Financial Imperative
Last, but not least, businesses that leverage differences do better in the marketplace. DEI best
practices are competitive differentiators, shifting top talent toward organizations with inclusive
cultures. Inclusive cultures attract valuable talent, report higher retention rates, higher
employee engagement, and greater levels of employee satisfaction. Closing equity gaps makes
companies more prosperous, and companies who are not leveraging the value of DEI are simply
leaving money on the table.

1

Gerogieac, O. & Rattan, A. (2022, Jun 15). Stop Making the Business Case for Diversity. Harvard Business Review
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Demographics Matter: The Destiny of Our Workforce
As the demographics of the United States
change, the workforce is becoming more
diverse.
● In 2020, the U.S. population under age
18 became “majority minority” (number
of individuals of color exceeded number
of white individuals).
● By 2044 the majority of the population in
the United States will be people of color.
Age demographics are also changing, and younger people entering the workforce expect work
to be imbued with purpose and are looking for companies that align with their personal values.
● The millennial and Gen Z generations
are the most diverse in history.
● Millennials became the largest and
most diverse segment of the workforce
in 2020.
● An increasing number of individuals
entering the workforce identify as
LGBTQ.
The topic of diversity and inclusion in the workplace is gaining momentum.2
● Employees overwhelmingly (76%) want to work in a diverse and inclusive workplace.3
● 67% of job seekers overall - a majority of white workers, 72% of women, 62% of men,
89% of Black workers, 80% of Asian workers, and 70% of Latino workers - ranked
diversity as important in their job search.4
● 50% of employees want their workplace to do more to increase diversity.5
● In diverse and inclusive workplaces, workers are more likely to stay in their jobs.6

2

Lorenzo, R. and Reeves, M., (2018, Jan 30). How and Where Diversity Drives Financial Performance. Harvard Business Review
Wronski, L. (2021, Apr). CNBC/SurveyMonkey Workforce Happiness Index. Curiosity at Work
4 40+ Stats for Companies to Keep in Mind for 2021. Glassdoor
5 40+ Stats for Companies to Keep in Mind for 2021. Glassdoor
6 Wronski, L. (2021, Apr). CNBC/SurveyMonkey Workforce Happiness Index. Curiosity at Work
3
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Lack of Inclusion: Calculating the Cost
A study by Accenture estimates that lack of inclusion in the workplaces costs businesses $1.05
trillion a year.7 That number accounts for the impact of lower employee engagement and
decreased job satisfaction on productivity, performance, and turnover. Employees who feel as
if they don’t belong lose motivation, disengage, become less productive, and eventually, they
leave. This process becomes more costly each step of the way.
Other major financial impacts of a lack of inclusion include:
● Loss of business and opportunities associated with customer diversity requirements
● Inability to penetrate markets due to lack of cultural knowledge and understanding
● Loss of business due to a negative public image
● Increased legal costs associated with internal and external lawsuits
● Decreased stock prices due to negative publicity
The reality is that companies with inclusive cultures perform better financially than their
competitors.8 Consider the financial implications of just one area - retention. If a company with
50,000 employees increases the retention rate of women by 5%, they save $8 million per year.9
Lack of diversity on teams costs
companies crucial market
opportunities. Diverse contributors
understand the unmet needs in
under-leveraged markets. Diversity
on teams increases capacity for
innovative product ideation and
development. On the other hand,
ignorance of cultural differences and/or unconscious biases may produce unintended
consequences that alienate potential customers and interfere with a company’s capacity to
build business in emerging markets.
Additionally, complaints or lawsuits about discriminatory incidents that become public can
affect a company’s reputation, customer loyalty, and impact the bottom line. While the
business case for inclusion is clear, achieving diverse and respectful workplaces requires
incorporating inclusion into standard business practices at every level.

7
8

Diversity Wins: How Inclusion Matters (2020, May). McKinsey & Co
Ward, M. (2020, Mar 4). C-Suite Leaders Are Making Big Assumptions about their Workforce - And It’s Bleeding the Economy of $1.05
Trillion. Business Insider
9
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One of the most impactful
areas of the diversity and
inclusion landscape is
workplace culture. Workers
who feel as if they don’t
belong or who encounter
micro aggressions on a regular
basis may experience
“diversity fatigue.” They may
become dissatisfied in their
jobs, disengaged from work
projects, and performance decreases. Eventually, they may look elsewhere for employment.
McKinsey reported a 27% gap between Black and white employees in feeling accepted at
work.10 It’s worth considering the cost of losing one Black professional.









10

What is the cost associated with recruiting, interviewing, and hiring their replacement?
What does training a new person cost? How does their departure affect other Black
employees - especially those who may be measuring a company’s commitment to DEI by
the number of Black representatives in leadership roles?
Does it impact their psychological safety on the job?
Does it create a domino effect that influences their perception of racism in the
organization?
Does it affect their degree of engagement and productivity?
How does it impact the overall climate of the company?
How does it affect the company’s vendor or supplier diversity programs?

Race in the Workplace: The Frontline Experience (2022, Jul 30). McKinsey & Co
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The Future of the Workforce: Diverse, Engaged, and Empowered
Strong and consistent evidence links diversity and inclusion success to employee satisfaction,
increased engagement, productivity, innovation, and profitability. Data compiled since 2014
indicates that companies with diverse leadership outperform their competitors.11 Furthermore,
the more diverse the representation, the higher the performance.
Companies that scored in the top
quartile of gender diversity on
executive teams were 25 percent
more likely to have above-average
profitability than companies in the
fourth quartile—up from 21 percent
in 2017 and 15 percent in 2014. In
terms of ethnic diversity, companies
in the top quartile outperformed
those in the lower quartile by 36% up from 33 percent in 2017 and 35
percent in 2014.
In 2020, DDI’s Global Leadership Forecast series reported that organizations with above
average diversity are eight times more likely to be in the top 10% of financial performers.12 In
2022, the Global Leadership Forum reported that 70% of their members have increased their
focus on advancing inclusion in the last 12 months.13 Organizations rated highly for DEI have
19% greater retention rate14 and companies with diverse executive boards have 95% higher
return on equity.15
In inclusive workplaces, people are more
committed to their work, the well-being of their
colleagues, and the companies they belong to.
An inclusive atmosphere inspires empathy,
energy, confidence, and empowers employees to
contribute their best talents. For these reasons,
young and forward-thinking people are paying
close attention to a company’s DEI policies.
11

Diversity Wins: How Inclusion Matters (2020, May). McKinsey & Co
Diversity & Inclusion Report 2020. DDI
13 Bannerman, N. (2022, May 11). The GLF Publishes Its Third Diversity, Inclusion and Belonging Report. Capacity
14 Lorenzo, R. and Reeves, M. (2018, Jan 30). How and Where Diversity Drives Financial Performance. Harvard Business Review
15 Barta, T., Kleiner, M. and Neurmann, T. (2012, Apr 1). Is There a Payoff from Top Team Diversity? McKinsey & Co
12
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It’s Not Just Diversity: Inclusivity is the Innovative Edge
Research shows that diverse
companies and teams
demonstrate stronger
orientations toward
innovation.16 17 18 Boston
Consulting Group surveyed
1700 companies in eight
countries and found there was
a statistically significant
relationship between diversity
and innovation.19 And the
relationship was stronger
when more dimensions of diversity were represented. They surmised that taking a broad-based
approach and synthesizing multiple aspects of diversity is most beneficial in inspiring
innovation.
Inclusion, however, is the key ingredient in the secret sauce that drives innovation. Why?
Because it builds the kinds of relationships that inspire engagement, increase productivity and
enhance employee satisfaction.
Creating a culture of inclusion is where the magic happens and companies leading the way are
focused not just on diversity, but on setting the stage to reap the benefits of inclusion. In fact,
focusing on diversity without creating a culture of inclusion can backfire. We’ve seen it happen
in organizations that naively believe that merely adding more people of color or more women
to their teams will solve the problem. If an underlying culture of exclusion remains in place,
adding diversity only invites conflict that can damage people and organizations.
Conditions that set the stage for inclusion include fair employment practices, equitable pay,
highly involved and supportive top leadership, and open communication practices that
incorporate multivariate perspectives. These factors enabled up to 12.9% increase in innovation
revenue in the BCG study.

16

Diaz-Garcia, M., Moreno, A., & Martinez, F. (2013, Jun). Gender Diversity within R & D Teams: It’s Impact on Radicalness of Innovation.
Innovation: Organization & Management
17 Talke, K., Salomo, S., & Kock, A. (2011). Top Management Team Diversity and Strategic Innovation Orientation: The Relationship and
Consequences for Innovativeness and Performance. Journal of Product Innovation Management
18 Miller, T., & Trian, M. (2009, May). Demographic diversity in the Boardroom: Mediators of the Board Diversity - Firm Performance
Relationship. Journal of Management Studies
19 Lorenzo, R. and Reeves, M. (2018, Jan 30). How and Where Diversity Drives Financial Performance. Harvard Business Review
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The Choice Is Clear
Companies face a clear choice. If they maintain the status quo they will likely widen the equity
gaps between demographic groups and accelerate their race to the bottom. Alternatively, they
can wield their influence to create innovative solutions and become industry leaders in the
movement toward a more dynamic and equitable future.
The road to creating and maintaining an inclusive workforce, however, is not a one or two-year
program. A day of anti-bias training doesn’t counteract mindsets ingrained over a lifetime.
Creating and maintaining an inclusive workforce requires transformational change which takes
time, competence, commitment, and consistent effort.
Executive leaders must think deeply about equity issues, center diversity and inclusion goals,
and act on strategic solutions. Diversity, equity, and inclusion training must be combined with
other systemic changes: talent acquisition practices, mentoring and sponsorship, leadership
development, career development, leveraging employee resource groups, and a review of
recruitment, interviewing, hiring, retention, promotion and pay processes. Managers at all
levels must take ownership, create transparent metrics, and be held accountable for meeting
them. The overall goal is to cultivate a culture that not only values differences, but knows how
to work across differences in race, gender, national origins, cultures, and languages to make
relationships innovative and productive.

Key Insights
Changing demographics compel companies to center DEI as a core business strategy.
A strong DEI vision that aligns with business processes attracts top talent.
Representation in executive, management, technical, and professional roles is a key
indicator of progress.
An inclusive workplace culture is an underappreciated tool for magnifying innovation.
Learning and development programs, mentorship and sponsorship programs, inclusive
leadership training, and employee coaching are key drivers of transformational change.
Core business leaders should be at the heart of a company’s DEI efforts and fully
engaged in promoting initiatives.
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Conclusion: Considerations for the Future
Centering inclusivity as a core business imperative helps to create a dynamic enterprise in
which both the company and its people thrive. The ethical case, the organizational intelligence
case, and the financial case are not mutually exclusive, but are instead interwoven and
complimentary. Centering inclusivity requires leaders to consider the deeper dimensions of the
kind of company they want to build. What quality of culture do you want to cultivate? What
opportunities do you want to provide for your people? What legacy do you want to leave
behind?

How iChange Collaborative Can Help
iChange Collaborative partners with businesses to develop inclusive workplace cultures in
which both companies and their people thrive. We bring deep knowledge of how individuals
and organizations develop mindsets as they move through a transformational change process.
Our services include:
Diversity, equity, and inclusion strategic planning
Inclusive leadership development
Inclusivity workshops
Coaching and facilitation

iChange Collaborative is a BIPOC and women owned business, collaboratively operated by a
diverse, equitable, and inclusive team of experts.
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