PRy
& KENAN INSTITUTE

EE— of Private Enterprise

UNC KENAN-FLAGLER BUSINESS SCHOOL

INSIGHTS

Organizational Equity: Your Missing

Metric for Success

February 2021 | kenaninstitute.unc.edu/insights

Workplace diversity is making headlines more than ever, fueled
by events such as the #MeToo and Black Lives Matter move-
ments. All too often, though, the story arc centers on how
businesses fail to meet their diversity goals. Although most or-
ganizational leaders recognize the business imperative of hiring
and retaining a diverse workforce, it's clear many still struggle to
make it a reality.

One of the first steps to making strides on employee diversity
goals is for organizations to understand their “organization-
al equity” — that s, their internal distribution of power and
resources — and whether that distribution leads to equitable
outcomes and growth opportunities for all employees.

In order to assess organizational equity, we suggest that leaders
of U.S. organizations perform regular audits using qualitative
and quantitative methods.! In what follows, we will further
explain the concepts of organizational equity and organization-
al equity audits, and we will detail the importance of diversity,
equity, and inclusion (DEI) for those organizations and their
leaders.

' The productive possibilities of organizational equity audits were
first introduced to us by Dr. J Jackson-Beckham, founder and
principal strategist of Crafted For All, LLC, founder and executive
director of Craft x EDU, equity and inclusion partner of the Brewers
Association. Her 2019 presentation at the Craft Brewers Confer-
ence in Denver, Colorado, focused on the concept. In general, Dr.
Jackson-Beckham's interventions into the craft beer industry are
exemplary. Jackson-Beckham, J. (2019). Real Talk: Performing Cultural
Climate Audits to Benchmark Organizational Inclusion, Equity, and
Justice. Craft Brewers Conference, Denver, Colorado.

Organizational equity is defined as the relative distribution of
power and resources among key internal organizational stake-
holders, including directors, executives, managers and employ-
ees.? Importantly, an analysis of organizational equity takes into
account the already unequal societal distribution of equity, and
it is especially focused on the experiences of individuals from
traditionally under-resourced and underrepresented groups.
Since most organizational decision-making in the U.S. has been
performed by white, straight, cisgender men, organizational
equity analyses should prioritize the understanding of other
groups’ experiences. An organizational equity audit involves
processing and collecting data related to the relative power and
workplace experiences of individuals in disadvantaged groups.
This data is then used to identify the causes of inequitable
influence and resource distribution. Once the audit process

is completed, it is imperative that organizational leaders take
action to remedy all inequities discovered.

2 |n addition to organizational equity, organizations will want to pay
close attention to their reputational equity. Johnson and Bonds
(2020) detail the aspects of reputational equity that organizations
should track and assess in their white paper, “Does your firm have
reputational equity?” In addition to the types of internal data that
we suggest here, they encourage organizations to consider external
stakeholder experiences and community engagement. Johnson, J. H.,
& Milliken Bonds, J. (2020). Does your firm have reputational equity?
University of North Carolina Kenan-Flagler Business School. https://
kenaninstitute.unc.edu/wp-content/uploads/2020/12/Firm-Reputa-
tional-Equity-updated.pdf.
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We suggest organizational leaders begin their equity audit pro-
cess by monitoring the experiences of individuals who may be
legally protected from workplace discrimination. According to
the U.S. federal government, members of U.S. organizations are
legally protected from harassment and discrimination based on
their:?

Racial and ethnic identity, including personal
characteristics associated with race (such as hair tex-
ture, skin color or facial features)

National origin

Religion

Sexuality, sex and gender, including pregnancy and
gender expression

Age

Mental and physical ability

Veteran status

Genetic information

These social identities do not account for all forms of experi-
ence that might both impact and be impacted by an organiza-
tion's internal equity; however, these groups' legally protected
status means that most organizations’ human resources offices
will hold at least some related data that can be utilized in an
equity audit.

When auditing, leaders should collect data about organization-
al systems, employee backgrounds and contemporary social
systems to interpret information related to:

Employee recruitment, hiring, retention and
advancement

Employee pay and benefits

Employee experiences, engagement and satisfaction
Leadership prioritization and resource commitment

Without regular monitoring in these areas, organizational
leaders may miss early indicators of organizational inequity and,
as a result, be left clueless as to why they fail to diversify their
leadership team, appeal to young workers or receive public
backlash when they fail to meet their professed commitments
to diversity and inclusion.

Organizational equity benefits

With regular audits of protected employee groups within the
above areas, organizational leaders can identify early indicators

3 Employers. (n.d.). U.S. Equal Employment Opportunity Commission.
https://www.eeoc.gov/employers

of organizational inequity. By quickly addressing issues related
to organizational inequity, companies nurture an environment
that meets the needs of all employees and reap external and
internal benefits.

Employee benefits

The experience of employees of U.S.-based organizations is, in
many ways, determined by the employees’ own social identity.*
Recognizing and attending to common patterns of inequity will
help organizations create a working environment that address-
es and meets the needs of protected groups.® For example,
American Indian culture is vastly different from U.S. business
culture, so to successfully navigate the U.S. market, American
Indians must find ways to connect both cultures; this ultimately
requires them to overcome hurdles that their non-Native coun-
terparts never even see.® Another example is how Black stu-
dents must deal with the achievement gap in the U.S. education
system. On average, Black students receive lower scores than
white students on exams, but this gap has been proven to be a
result of racism and racist structures rather than a reflection of
the abilities of Black individuals.”

It is easy to see how individuals from both groups above would
face disadvantages due to common workplace expectations,
such as networking assumptions, hiring processes and perfor-
mance review standards. These are just two small examples. To
create an environment that meets the needs of all stakeholders,
organizational leaders must recognize the wide variety of em-
ployee experiences and proactively work to incorporate these
varied backgrounds into organizational systems.

External benefits
Attending to organizational equity, and therefore improving

4“Social identity is defined as ‘the individual's knowledge that he
belongs to certain social groups together with some emotional and
value significance to him of the group membership’ (Tajfel 1972a:
31)" Abrams, Dominic, and Michael A. Hogg. Social Identifications: A
Social Psychology of Intergroup Relations and Group Processes, Taylor
& Francis Group, 1990. ProQuest Ebook Central, http://ebookcentral.

° Grubbs, V. (2020). Diversity, Equity, and Inclusion That Matter. New
England Journal of Medicine, 383(4), e25. https://doi.org/10.1056/NE-
JMpv2022639

& Stewart, D., Verbos, A. K., Birmingham, C., Black, S. L., & Gladstone,
J.S.(2017). Being Native American in business: Culture, identity, and
authentic leadership in modern American Indian enterprises. Leader-
ship, 13(5), 549-570. https://doi.org/10.1177/1742715016634182

7Johnson-Ahorlu, R. N. (2012). The academic opportunity gap: how
racism and stereotypes disrupt the education of African American
undergraduates. Taylor & francis Online. Vol 15 No. 5, pp 633-652.

_2.
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organizational diversity and inclusion, would financially benefit
most organizations. DEIl researchers have long known that orga-
nizations generally perform better than the industry average
when they focus on diversity. For example, companies with
active and engaged gender-diverse boards have lower risk and
volatility associated with their stocks.® Additionally, companies
that have higher-than-average demographic diversity in their
workforce generate 45 percent of revenue through innovation,
which is 19 percent higher than companies that have below-av-
erage diversity scores. This difference is attributed to the cre-
ativity and diligence produced by cultural heterogeneity; diverse
organizations have a larger breadth of ideas and lenses to draw
from, creating robust and novel solutions to problems, as well
as more substantial decision-making processes.” Organizations
hoping to obtain the financial benefits that follow a commit-
ment to diversity must pay close attention to equity. If, for ex-
ample, organizations monitor and balance their internal equity,
they will quickly learn which departments are homogeneous, as
well as why and how they might encourage more team diversity.

Internal benefits

The financial benefits of organizational DEI are inextricably
related to the functional and performance-related benefits of
having employees and leaders from various backgrounds. For
example, some common consequences related to having a
more gender-diverse environment include:

+ Higher perceptions of leadership effectiveness
Increased performance-based reward and retention
systems

+ More ethical organizational decision-making
More social welcoming for female employees

- Decreased mental and physical health risks for
employees
More LGBTQ+-friendly policies'®

These impacts directly affect company culture and improve the
workplace environment. Additionally, recognizably equitable or-
ganizations that encourage open communication about DEI-re-
lated topics are more likely to have happy, engaged employees;

8Jizi, M.I. and Nehme, R. (2017), Board gender diversity and firms'
equity risk, Equality, Diversity, and Inclusion, Vol 36 No. 7, pp. 590-606.
https://doi-org.libproxy.lib.unc.edu/10.1108/EDI-02-2015-0044

? Phillips, K. (2014), How Diversity Makes Us Smarter, Scientific
American. https://www.scientificamerican.com/article/how-diversi-
ty-makes-us-smarter/

9 Fine, C., Lawford-Smith, H., Sojo, V. (2019). Why does workplace
gender diversity matter? Justice, organizational benefits, and policy.
Social Issues and Policy Review. https://spssi.onlinelibrary.wiley.com/
doi/pdf/10.1111/sipr.12064

Auditing
Organizational
Equity

1- Know Your Why

REMEMBER BOTH HUMAN AND FINANCIAL BENEFITS

Recognizing and attending to common patterns of inequity and
unique workplace experiences is necessary for creating an
environment that addresses and meets the needs of all
organizational members. It's also good for business.

2 - Create Conditions for Success

PRIORITIZE PRIVACY AND LEGAL COMPLIANCE

To ensure trust, be transparent about your process and how you'll
use the collected data. Some countries, states and other governing
bodies regulate the processing of data, and organizations must
comply with all relevant laws — or have a high risk tolerance. Given
the specificity of each legal situation, DEI leaders should work with
legal experts.

o)

Collect Data and Mitigate Bias

USE ALREADY EXISTING AND NOVEL DATA

When possible, organizations should compile already existing data
and supplement with new information. We suggest collecting data
related to: representation, recruitment, selection,
retention/attrition, development, promotion, pay and benefits,
experience and engagement, and resource investment.

4 - Identify Inequities
PROCESS YOUR DATA AND IDENTIFY ISSUES

Making sure to stay in compliance with data law, process your data
and note any inequities. Given contemporary U.S. legal protections,
most organizations will want to segment data by the following
categories whenever possible: racial and ethnic identity, national
origin, religion, sexuality, sex, gender, age, mental and physical
ability, and veteran status.

5 - Strategize Change

CENTER THE VOICES OF THOSE MOST AFFECTED

As companies begin addressing the inequities discovered through

their data collection and processing, leaders should keep in mind

two essential best practices: pay the people who do this work and,

during strategizing and implementation, center the voices of those
most affected by inequity.
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appeal to young workers; and retain diverse talent.'2'3 Any
of these competitive advantages could lead to future success;
alternatively, avoiding the internal work necessary to create
equity, celebrate diversity and cultivate belonging could mean
failure.

In conclusion, we encourage U.S. leaders to keep a keen eye on
their organization’s internal equity. With frequent, careful audits,
organizations can intelligently and strategically begin making the

T Catalyst. (2018). Generations: Demographic trends in population
and workforce. Catalyst.org. https://www.catalyst.org/knowledge/gen-
erations-demographic-trends-population-and-workforce

2 Downey, S., van der Werff, L., Thomas, K., Plaut, V. (2015). The role
of diversity practices and inclusion in promoting trust and employee
engagement. Journal of Applied Social Psychology, 45, 35 - 44. https://
doi.org/10.1111/jasp.12273

3 Hewlitt, S., Marshall, M., Bourgeois, T. (2017). People suffer at work
when they can't discuss the racial bias they face outside of it. Harvard

interventions necessary for true equity.™ As they achieve equity,
these organizations will see the numerous rewards associated
with diversity, equity and inclusion. They will be more likely to
outperform their peers, have more engaged and committed
employees, and know they are on a journey toward creating a
culture people can believe in.

To learn more about best practices in collecting and analyzing
company data to perform an organizational equity audit, please
see our white paper, “Organizational Equity: A Key Metric for
Successful Organizations.”

We would like to thank Stephanie Mahin, Ph.D. and Shoshana
Rosenberg, J.D., MBA, FIP, PLS, CIPP, CIPM for sharing their
expertise on this topic with us.

4 As companies begin addressing the inequities discovered through
their data collection and processing, they should keep in mind two
essential best practices: (1) pay the people who do this work and (2)
make sure strategic decision-making centers on the voices of those
most affected by inequity.
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