Strategies for managing diversity
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Global business has undergone a fundamental transformation in the past decade. Aggressive foreign investment combined with domestic restructuring has dramatically changed the workforce of many companies. The new reality is a highly diverse workforce composed of employees from many countries and cultures.

To take just one example out of many, consider Matsushita Electric. In 1986 it had 138,000 employees in Japan and 44,000 abroad. Ten years later, it had 158,000 in Japan while foreign employment was up 145 per cent to 108,000. Long one of the most traditional of Japanese companies, Matsushita now has more than 40 per cent of its employees outside Japan. These are spread across dozens of countries from south-east Asia to Europe and the Americas.

Given the changing workforce at Matsushita and many other multinationals, it is not surprising that ‘managing diversity’ has received much attention in recent years. The phrase has become something of a cliché. Unfortunately it is not always clear what is meant by ‘managing’ diversity, nor is ‘diversity’ itself always well understood.

For multinational firms in particular the topic of employee diversity has proved very difficult to address. There are, however, a number of steps a multinational can take to make the most of diversity. But first we need to understand the possible benefits of diversity and what specific challenges a multinational faces.

What do you understand by a global company and globalisation?

What are the benefits and problems associated with globalisation?

What are the benefits and problems of a multi-cultural work force?

Advantages of a diverse workforce

The most obvious benefit of a diverse workforce is that it presents a local face to local customers. Operating successfully in national markets calls for a workforce that speaks the local language, understands traditions and rules of behavior and can interact effectively with customers, public officials and other stakeholders.

Expatriates may be helpful in getting a new subsidiary established and transfer​ring know-how to the local operation but over time it is important to bring local managers into decision-making roles. A primary advantage of a diverse workforce is therefore to represent the company effectively wherever it competes.

Other benefits of a diverse workforce are internal to the firm and concern the best use of talent and creativity. They include:

•
improved knowledge-sharing and creativity. A diverse workforce includes people with different world views and experiences. Making the most of diversity means forging a work environment that facilitates the sharing of ideas and the exchange of insights, inspiring novel solutions to problems.

• 
fully developing and promoting talent. A diverse workforce offers a broader pool for the scarcest of all resources — talented managers. Multinationals must look to their entire workforce for management talent and must be committed to devel​oping and promoting the best people, wherever they may be.

•
improved ability to attract and retain local talent. Providing develop​mental opportunities for all employees is, in turn, an advantage when attracting

new employees. In many emerging markets the competition to hire local talent is intense. Simply offering a higher salary is not a good long-term solution. Employees who are attracted to a high salary will soon leave for more money elsewhere. Providing opportunities for development and career advancement is often a better bet to attract the best new talent.

The challenge of diversity

The advantages of a diverse workforce are well known to most multinationals. Many proclaim their commitment to diversity, issuing well-meaning statements such as ‘our diversity is a source of strength’ and ‘cultural diversity is an opportu​nity not an obstacle.’

Yet capturing the benefits of diversity has proved elusive in practice. Managing diversity in multinational firms turns out to be especially difficult for two reasons —the sheer number of dimensions along which employees differ and the need to achieve consistency as well as diversity.

The many dimensions of diversity

Multinationals confront diversity along a great many dimensions. For a start, they contend with differences in language — communication at its most basic level among employees may be problematic.

They also face differences in culture, manifested in styles of management, attitudes towards hierarchy, approaches to teamwork, ways of expressing agree​ment and disagreement, participation in decision making and so forth. Moreover, employees in different countries may operate in markedly different economic, legal and educational systems and labor markets.

These many dimensions present the multinational firm with a bewildering problem. Is diversity on all of these dimensions expected to be a source of advantage? Can we really imagine that more diversity on all these dimensions will be helpful? Or might differences on some dimensions be a source of fragmentation and conflict? Of the many dimensions we can identify, which are worthiest of attention — language, culture, education, race, gender, age, religion or some others? Faced with this complexity, it is hardly surprising that many firms make broad pro​nouncements about the benefits of diversity but do not take any real steps, since action demands judgment about which dimensions are most important.

The need for consistency as well as diversity

Recognizing the many dimensions of diversity leads to a second point. Whereas many firms, particularly those based in the US, begin at a point of relative employee homogeneity and try to promote greater diversity in racial and gender representation, the multinational firm begins from a point of relative heterogeneity. Given this starting point, multinational firms should not push only for diversity. They must also try to establish and maintain some measure of commonality and cohesion among disparate parts. Thus multinationals have to find ways to benefit from diversity while also forging consistency.

Benefitting from diversity and maintaining consistency are not opposites to be balanced. In fact, one is required to benefit from the other. We encounter a paradox:

for many multinationals, making the most of diversity requires at least some of its opposite — consistency. For example, only when there is agreement on the use of language and accepted norms of communication can ideas be effectively shared.
