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DIVERSITY IN BOARD WORK AND STEERING ORGANIZATIONS

WRITER'S GREETING

What is diversity?

In this context, diversity is defined as respect and ability to listen and hear "The
Other". It is trusting that different frames of reference as such are valuable:
including culture, religion, race, ethnicity, socio-economic status, age, gender,
political and sexual orientation. Diversity is dialogue between different people and
different paths of thought. It is a resource for triggering energy, courage and
creative solutions in companies and communities, including board work.

Why is diversity important?

"Know your own value and respect that of the other" is an old Finnish saying which
we at Boardman aspire to enlarge in order to encompass the contemporary world
and age in this diversity report. We want Finnish companies to be successful in the
increasingly international world where diversity is more important than ever.
Diversity challenges the established and safe ways of working; it requires more
effort than merely reciting principals and delivering ceremonial speeches. Diversity
calls for unlearning and relearning, tolerance and genuine will to make it happen -
all over the organization. The Board and Management show the way through leading
by example.

The process of creating this report

We interviewed experienced professionals working on boards of small and large
companies to find about their understanding of and perspectives on diversity. We
summarized these views and complemented them with experiences and
perspectives from the project group. We thank all the interviewed persons for your
time and input.



INTRODUCTION
Leading Diversity: The Zoo versus The Wild

Blog by March 13, 2012 Written by Graeme Codrington
http://switchandshift.com/leading-diversity-the-zoo-versus-the-wild

One of the most significant leadership issues in the 21st century is going to be the
issue of diversity. This is because it's not just about ensuring the requisite numbers
of women and ethnic minorities at various levels within your organisation. It’s
about engaging with difference, and using that engagement to enhance your
business success.

But this can only happen if we have a significant change in mindset.

Put simply: the goal of diversity is not harmony. And this is the problem: most
leaders approach the issue of diversity with a checklist in one hand (to make
sure they’ve covered all the ‘diversity factors’ they’re being measured on) and a
hope of maintaining harmony in the other. They see the management of
diversity as the “taming of difference”.

The result is that you end up with something that looks and feels a bit like a zoo
does: all the different species are there, neatly and carefully labeled, but they’re all
locked up, artificially caged, and the visitors are not allowed to feed them. Zoos
have their place, of course, and a lot of good work goes on in the world’s zoos. But
they are not reality.

In the DreamWorks animated movie, “Madagascar”, four animals who have spent
their whole lives in the New York zoo are unwittingly shipped out to Africa and
dropped into the wilds of Madagascar. Initially they are thrilled. But then they
encounter the reality of the natural environment. Set to Louis Armstrong’s haunting
song, “What a Wonderful World”, the animals from the zoo discover that the
freedom of nature can be quite brutal, with an entire ecosystem built on creative
destruction and an interconnected web that is the “circle of life” (to borrow from
another Disney animated movie that highlights similar themes).
http://www.youtube.com/watch?feature=player_embedded&v=0w4ZSRf HOg

And in that movie montage moment is the heart of the matter for 21st century
leaders. Diversity offers much, but it requires a lot too.

If we get diversity right, what we will succeed in doing is creating work
environments that are more like wild ecosystems than zoos.




The benefits of true diversity would therefore include:

Resilience - the more diverse an environment, the more resilient it is when change
occurs and difficulty strikes. This is true in nature, and it is true in communities too.

Understanding - in an ecosystem, it is vital to understand the different components
and who does what (and to whom). True diversity will ensure that the full scope of
your client base is understood within your company, regardless of how large or
multinational or company is.

Collaboration

Creativity and innovation - it is only when we allow different people the space to
see and experience the world in different ways that we can only really achieve
innovative thinking. I firmly believe that the reason most companies never really
achieve innovation is that they’ve never really embraced difference.

There are also benefits in product development, marketing, reduced staffing issues
and much more. In fact, there will be benefits just about anywhere in a company
where people and opinions make an impact on business performance. All of this is
both well attested in business research and common sense if one thinks about it.

What then is the task of leadership?

Leaders need to firstly change their mindset about diversity.

The goal is to build a flourishing, self-sustaining ecosystem, in which there is a
natural, but sometimes scary and robust interaction of worldviews, attitudes,
approaches, cultures and convictions. Leaders need to embrace this slightly chaotic
environment, not attempting to tame or control it, but rather to immerse themselves
in it and become guides to lead others through it.

This means, secondly, that leaders need to model a behaviour that is suited for the
wild, not the zoo.

In a zoo, the goal is to cage and tame the scary animals. In the wild, you want them
to run free. You want them to be who they are best meant to be. And you want
everyone else to understand them, respect them, trust them and connect with them
in the most appropriate way.

Dignity, trust, respect: these are not just words on a meaningless list of values
handed down from head office. They are the heart of leadership in the 21st century
ecosystem - and they are instilled best when they are instilled by example.

Thirdly, leaders need to promote diversity as a tool, not a goal in itself.

Diversity is only a means to an end. The purpose of a zoo is to showcase animals.
But the purpose of the wild is to live, to grow, to flourish together. That should be
the goal of diversity.



And that should be what 21st century leaders aim to achieve by creating - and
sustaining - groups and teams that evidence - and celebrate - real differences.

Dr Graeme Codrington is an author, presenter and board advisor on the future world of work. He is co-founder
and international partner of TomorrowToday, a business strategy consultancy. He can be contacted at
graeme@tomorrowtoday.uk.com and is lead blogger at http://www.newworldofwork.co.uk

FORMAL DIVERSITY

The Board is a sum of its parts. For the Board profile to be formally diverse, the
following qualities are worthwhile considering and evaluating:

Board Member Profile - suggested qualities
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O O O O
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Strong substance knowledge in relevant areas

Seasoned professional: work and life experience from different businesses,
tasks, positions, cultures, countries and domain of life

Strategic thinking

Team player

Networked with branch related actors and market experts

Interest in keeping up to date with world affairs and development within
business and society

Humanitarian life experience, also beyond business and organizational life.
Ethical and moral credibility and integrity, value interpretation skills
Commitment to invest time in Board work (see "Competitors of Diversity").
Pro diversity attitude

Board Profile - Competences inherent in good board composition

@)
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Different substance competencies combined with real life leadership
experience

Experience in board work

Strategic thinking and understanding

Financial knowledge and competence

Risk awareness and analyzing skills

Interest in actively following general economic trends, statutory
development and nation state and NGO activities as well as insight into what
the impact and consequences are for the organization

Human Resource knowledge and understanding including being informed
about recruitment processes and labor market issues

Competence and knowledge about corporate law and governance including
insider questions especially in public companies

Experience and insight into the need, functional dynamics and consequences
of innovations

Diverse personalities



o Demographic: age, gender, culture, nationality, and geography
o Different experiential and educational backgrounds
o Different personalities, frames of references and value based
backgrounds
o Inclusion of persons whose profile significantly differs from the typical
leader/board profile in the company

Summary: The very basic prerequisite of diversity in Board work is a broad
competence and experience background as a sum of the individual profiles. Every
Board member cannot be competent in every area mentioned above. Quite the
opposite: A Board that can unleash its internal potential through its different
backgrounds and personalities to serve the interests of the company or community
is exemplary of diversity in action.

CHALLENGERS AND COMPETITORS OF DIVERSITY

Time

Learning and unlearning take time. Understanding, accepting and making use of
diversity is a life long process for individuals, organizations and whole societies.
Investing excessive time in insignificant issues and not investing adequate time in
significant issues poses a serious obstacle to advancing diversity.

Time-consuming threats in Board work:

- Excessive focus on past events

- Dealing with operative or marginal issues

- Not enough time for strategic discussions and future foresight

- Reacting frequently to problems taken up by management versus working
proactively

- Too much focus on controlling or dealing with legal issues and procedures

In listed companies the preparatory board meeting materials can be 200-400 pages.
Well-functioning boards use meeting time to have relevant conversations and
debate, not to give presentations of pre-prepared material. Professional board
members make a significant commitment to invest time in between meetings to get
acquainted with board material, conduct conversations with peers and key people
inside and outside the organization.

The unbearable lightness of sameness

From a diversity perspective, Finland is a homogenous nation. We live in an equal
and democratic society with a basic education system that is the same for all. We



speak a unique language and influences from other cultures are modestly reflected
on our own soil. Consequently, board members are chosen from a small population
and often from companies with similar profiles.

In a homogeneous group, behavioral models and value systems are predictable and
follow the same patterns. For members of the group it is easy to work within one's
personal comfort zone. A group like this is often capable of seamless cooperation,
consensus and fast decision-making, but the ability to perceive alternative
strategies; unexpected threats, opportunities or necessity to change is by default,
restricted.

The risks for small, homogenous countries like Finland are branch concentrations
and small circles. These have a tendency to narrow the horizon, neglect silent
signals and settle with harmony rather than look for diversity. Homogeneity has
fatal consequences once significant changes start impacting the business
environment and added value chain. In the globalised world this happens
constantly.

A well-functioning and diverse group perceives the environment in different ways,
identifies silent signals from many different sources and detects unexpected risks
and opportunities.

Getting stuck in a success trap

Sticking to the proven ways of doing things that initially led to success is a highway
to a success trap. In the absence of continuous environmental and internal scanning,
changes in relevant trends remain unidentified and become the scapegoat when
success turns into failure.

Keeping the board composition exactly the same from year to year creates another
success trap. The different development and growth phases of the company require
different competencies. It is in the interest of shareholders to secure that enough
fresh blood is infused into board composition to secure competencies and thinking
corresponding to the requirements of various organizational development phases
and current business environments. Board evaluations, conducted internally or
externally, identify the necessary competencies, experience and attitudes. The
shareholders have access to this information so as to take advantage of a systemic
and proactive election process.

Summary: Enhancing diversity is not merely a rational decision leading to action. It
is a time consuming investment into improved understanding of "the other”. In a
small homogeneous country it is easy to be lulled into the lightness of sameness and
be trapped by past success formulas. The momentum is lost if diversity learning is
initiated when adaptation and significant change are already a prerequisite for
survival.



HOW TO MAKE DIVERSITY HAPPEN?

Choosing board members: turnover, competence and openness

The Scandinavian model, in which board members are nominated for a one-year
period at a time, provides an excellent possibility to keep the board "fresh". From
board members’ point of view, re-election requires a commitment to do a good job
right from the start - at least in principle. It is up to the shareholders to use their
mandate to find, evaluate and nominate board members that match the current
challenges of the organization, including the need for diversity.

Board Competence Profile is a tool for evaluating what substance knowledge;
experiential backgrounds, attitudes and other qualities are necessary for steering
the company in both the short and long term. As the environment is in continuous
change the re-evaluation is an ongoing annual exercise.

The Finnish challenge is to make board membership in Finnish companies attractive
to foreign board professionals. From a diversity perspective, the representation of
other cultures in big international companies is fundamental.

Sustainable operations are no more a special competence amongst others; it has
become a “license to operate”. Identifying, defining and putting emphasis on ethical
conduct and supervising sustainable operations is part of board responsibility.

In today’s world, distribution of data starts from unexpected sources spreading
rapidly and often uncontrollably through media. Big companies especially are
continuously in the limelight. In the process of choosing and evaluating board
members, independence, moral, ethical credibility and integrity are increasingly
important qualities.

The Board Chair and teamwork

The Board fulfills its basic responsibility of representing shareholder interests when
each board member participates actively in board work and is being heard.

The principles of a high-performing team apply to board work:

Time and ability to conduct open conversations and debate constructively
Genuine curiosity to get to know and bond with board colleagues
Adequate time commitment

Productive communication style and disciplined use of airtime - ability to
listen, observe and comment.

Mature ego identity - trusting the interest of the team to be more than
personal interests

o Clear, responsible and accountable decision-making capability

O O O O

O
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The role of the Board Chair as the team facilitator creates prerequisites for:
Openness and spontaneity

Inclusion of different perspectives and competencies

Constructive and inspiring working environment

Focused conversations on relevant issues

A well functioning and disciplined meeting practice

O O O O O

The Board Chair is the main promoter or obstacle of a well functioning, i.e. diversity
enabling board work.

Co-operation between Board and Management

The role of the board is to guide and oversee management work. Open and
transparent relationships between board and management - in both good and bad
times - are essential in keeping the board informed of future opportunities and
threats.

Management work profits from a constructively questioning and challenging board.
Open conversations about critical problems and opportunities with a solution-
orientated focus increase shared understanding and enhance personal bonding. The
minimum requirement in terms of diversity is for the board to be a sparring partner
for Management by debating and making use of differing perspectives.

Formally, the board Chair is the contact person between Management and Board
between board meetings. In this capacity, the Chair has a crucial role in gathering
and coordinating different opinions, offering feedback and clarifying decisions for
everybody to be on the same map in terms of what has been decided.

The Board has an important role in sparring and inspiring the Management. More
than maybe ever before, board members are required to be deeply acquainted with
company issues, people and operations in order to keep up to date with the business
and business environment.

Summary: Itis a challenge to make diversity flourish as a natural part of
organizational life. Doing basic things well is an excellent starting point: a
meticulous process and relevant criteria in choosing board members, capability and
willingness of chosen board members to work like a team and constructive
cooperation with management are necessary components.
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DIVERSE CHOICES

The concept of Formal diversity is as such in conflict with achieving genuine
diversity, as there are diverse opinions about what the criteria should be. Diversity
is above all a mindset, an attitude and desired state; electing board members is
related in context and a deliberative process.

Age and board experience

Doing basic things well in selecting board members is merely a starting point.
Context related criteria can be crucial in overruling some of the selection criteria
mentioned in the previous chapter. Age and experience are frequently the most
important or the most restricting criteria.

Different generations have different perceptions on societal and business related
change and development. Younger generations compensate for lack of extensive life
experience with unique knowledge and competences in new areas. Age and
competence increase understanding of the big picture and the interlinking dynamics
within systems. The vitality of forward thinking and openness to new ideas is more
important than age, calculated in years.

In Finland board members are selected from a small "pot". More people need to be
given a chance, as board experience is accrued only by learning by doing, albeit
keeping the financial and legal responsibilities of board members in mind. Diversity
is about making use of the potential inherent in all board members, irrespective of
previous board experience.

Cultural, educational, experiential backgrounds and gender

Representation from different cultures is necessary in the board composition of
international companies. Strategic adaptation and realistic planning in the global
markets requires understanding of differences in culture, values and ways of
conducting business.

The minimum requirement for board composition, from a diversity point of view,
entails the representation of different education and experience backgrounds.
Having the different genders represented is not a goal as such. Although, selecting
members from both genders has the advantage of being the fastest way to broaden
perspectives and learn to understand and make use of different ways of thinking
and behaving.
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Innovation and creativity

Innovations often brew in the periphery, in the most unexpected places and minds.
They emerge as seeds rather than neatly packaged or rationally prescribed notions.
The process of innovating exemplifies the crucial importance for the board and
management to learn to understand, respect and make use of diversity. It is the road
to being able to identify, evaluate and support innovation potential. Creativity is
part of diversity and in board context it is the ability to identify different
alternatives and any kind of novelty: new ways of organizing, new business models,
new markets, new partnerships, etc.

Innovations are an important part of the strategic agenda although they are born in
the organization, not in board work. Securing innovativeness means securing
success in the long term. A board with adequate competence to understand the
innovation process can evaluate the risks involved, agility required and added value
gained. There is also an ethical aspect to be considered. The consequences of all
innovations are not necessarily positive or ethical from the societal and/or business
point of view.

The complexity of innovation and creativity is not covered through competencies.
Best solutions and well informed decisions are the product of conversations
comprised of multiple perspectives and constructive debates.

Values, moral, ethics

In the post-industrial world, people are the key to success. "People are our most
important asset" has been a popular slogan for some time. The practical evidence
remains modest for the time being; organizational structures are still too
hierarchical and bureaucratic to enable unleashing of human potential and agility of
execution. In today’s circumstance, inclusion of both internal and external human
aspects is not adequate in board work. People continue to be treated as numbers
and measuring objects despite the evidence from research, surveys and literature
that talented people with high education need autonomy, personalized leadership
and non-monetary motivation.

Ethically sound operations are a prerequisite for sustainability and ethical
guidelines in leadership are necessary, especially in critical choice situations.
Management focus is on operations rather than reflecting proactively on ethical
issues and risks. The now historic financial scandals have brought to surface the
necessity for proactively conducting ethical conversations and setting standards in
order to avoid losses in profit, reputation and people during crisis.
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Values, moral and ethical perceptions in different cultures can vary significantly
from each other. It is up to the board to be aware of general trends and traditions in
society, make sense of this diversity and its impact on the ethical principles and
values that connect communication and interaction within the organization. The
board is the organization's guardian of values, ethics and morals.

Summary: Albert Einstein said that not everything that can be counted counts, and
not everything that counts can be counted. This takes us the core of why diversity is
so important for adding value and so difficult to make happen. The development of
an organization that celebrates diversity poses continuous challenges and
opportunities for choice making. The impact cannot be measured in numbers or
interpreted through statistics. Diversity enhancing decisions mature in
conversations involving meaning making and shared understanding.

PRO DIVERSITY ATTITUDE - GENUINE ASPIRATION OR WANNABE
MINDSET

Of course diversity adds value!

Of course diversity in board work is a positive aspect in this global, complex, diverse
world. Of course it is easier to solve problems and search for solutions with people
who have same frames of reference. Of course harmony and consensus can feel
more civilized than frustration and debating with people who represent strong
opposing views from proven and tested policies. Of course it is uncomfortable to be
challenged to the edge of personal comfort zones.

Wannabe diversity is about ceremonial speech and formal diversity trainings,
whereas genuine aspiration to grow towards diversity is hard work, dependent on
the personal commitment of all involved and resulting from a messy process that
cannot be measured.

Difficult, but unavoidable

The gifts of diversity - out-of-the-box thinking, anticipating and interpreting silent
signals, understanding different cultures, innovations etc. - are desirable and often
critical, both in board work and in steering the organization in general. It is
imperative for maintaining competitive advantage. In practice, interacting with
people with values, backgrounds and opinions that significantly differ from ours can
be tedious, time-consuming, irritating, threatening and/or confusing.



14

The potential advantages of diversity are easy to perceive and the manner by which
to illuminate them is to nominate one or two board members with a profile that
clearly differs from the majority. Below are some reasons why advancing carefully
with small steps does not always lead to desired results:

o Itis easy to omit or discard one or two very differing approaches and
opinions.

o Persons with different cultural and experiential backgrounds may act and
behave in unexpected ways. For example enthusiasm and interrupting can be
interpreted as impolite, aggressive or disturbing behavior when it differs
from the style of the majority.

o Deviating behavior is easily labeled and generalized: " typical minority
representative”, "politician with own agenda", "typical feminist, activist etc.".

o New members may react in defensive or oversensitive ways if they don't feel
being accepted by others.

o Inthe absence of a trusting atmosphere, new members can also react by

withdrawing or seeking conflict.

The role of the Chair is crucial in integrating new members into board work. This
applies even more so with persons who differ from the standard board member
profile. Mature and professional people do not compete or deliberately seek conflict
on a personal level but still maintain their ability to speak their mind. Conflicts,
grudge and competition between individual board members contaminate and stifle
the whole board work.

Looking in the mirror

Diversity creates added value when there is a healthy amount of deviating opinions,
electric debates, genuine curiosity and a sense of new learning after each meeting.
Referring to the introduction of this paper: the purpose of diversity is NOT harmony
or taming the alien beast.

Irrespective of corporate positions, understanding, accepting and adapting to
diversity is an individual process of being willing to learn and change personal
attitudes accordingly. Presenting subjective, individual worldviews and opinions is
not enough. Open, equal and constructive debate about varying views and values
leads to responsible decision-making and enables all involved to be committed to
the agreed direction.

Summary: Formal decisions, nominations and ceremonial speeches about diversity
just scratch the surface. Good intentions and noble declarations don't make changes
happen. Shareholders, the Board and Management develop diversity into a valuable
and sustainable asset only by personally committing and leading by example. In
organizational hierarchies, showing the way starts at the top.
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