


Inclusive Execution

In an increasingly competitive and interconnected world, Japan's potential for
growth, efficiency, and modernization hinges on embracing the transformative
impact of global talent. Through the power of inclusive leadership, Japanese
organizations have the capacity to unlock the vast potential of a diverse
workforce, seize unprecedented opportunities for success, and establish
themselves as leaders on the global stage. However, inclusive leadership alone
may not go far enough to reap all the benefits that global talent offer in terms

of competitive advantage.

“As we dismantle the traditional notions of
talent, it's imperative to broaden our lens
to include the global talent pool - a vast
expanse of potential that, when tapped
into wisely, can become a cornerstone of
our talent revolution.”

Donna Karlin,
Talent Momentum: Attracting Brilliance for Tomorrow's Leaders




96%

believe leadership
capabilities and
effectiveness are
important or very
important to their
organization'’s
success.

However, only

4

_ 4
5%

believe their
organization's leaders
have the necessary
capabilities to lead
under the current
context.

Deloitte 2023 Human
Capital Trends - Japan
Respondents

defined as globally minded individuals

with diverse skill sets and backgrounds, bring a powerful competitive
advantage to companies. Their exposure to diverse environments,
cultural contexts, and working practices uniquely position this
category of professionals to help organizations navigate change,
complexity, and uncertainty in today's world of perpetual disruption.
Leveraging global talent's capabilities has numerous benefits,
including thought diversity, accelerated globalization and digital
transformation, enhanced innovation, productivity, and growth.

For Japan in particular, global talent can help attenuate labor
shortages exacerbated by the continuing decline in birth rates. With
foreign residents estimated to hit 10% of Japan’s total population by
20700, the need for foreign talent will continue well into the future.
Compounding this, the recent resurgence of Japan's economy
presents a golden opportunity for corporations to utilize global
talent to accelerate growth @. However, attracting and retaining
global talent remains a challenge, with Japan ranking 35t in global
competitiveness Gand 26 in the Global Talent Competitiveness
Index @in 2023. A recent survey ®revealed 86% of municipalities
across Japan feel a pressing need to increase foreign labor despite
recent increases in highly skilled workers in Japan © 7. They also
expressed a desire to inject a global mindset into the workforce.

While the demand for global talent in Japan is evident, mere
employment is insufficient in unleashing the potential contribution
and impact global talent can offer. These professionals require
platforms and channels to effectively leverage and harness their
skills and perspectives.

In the absence of such channels, the retention of foreign staff is
adversely impacted, leading to feelings of undervaluation ®, in
addition to culturally-rooted challenges such as seniority-based
evaluations © struggles with work-life balance, and the issue of low
salaries. Consequently, an estimated 59% of foreign full-time
workers in Japan are actively seeking alternative employment
opportunities ®),

Even at new employers, these globally minded professionals are
likely to encounter the constraints of rigid and inflexible traditional
frameworks. Hence, it becomes imperative to make purposeful and
strategic efforts to fully capitalize on the unique mindsets and
capabilities they bring and tap into their potential, positioning your
company as the destination of choice for these talented individuals.

This underscores the pressing need for a paradigm shift in Japan's
approach to accessing, engaging, and developing global talent,
unlocking their immense potential ® and ushering in new
opportunities and aspirations for workers, employers (19 and society
at large.
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Inclusive
Execution
goes beyond
traditional
inclusive
leadership,
driving
inclusion
through every
aspect of an
organization’s
behaviors,
decision
making
processes,
operations,
and actions.

Inclusive Execution: Hard
wiring inclusion into the
processes and systems of
an organization

How can organizations initiate this all-important paradigm shift?
Inclusive leadership is an important starting point. What leaders say
and do has a huge impact on the sense of inclusivity experienced in
the workplace, making up to a 70% difference in whether workers
feel included or not "M, At its core, inclusive leadership requires a
leader to embody six signature traits, often referred to as the six Cs:
curiosity, cultural intelligence, collaboration, commitment, courage,
and cognizance of biases (12, These traits work in a synergistic
manner to help a team operate more effectively in diverse markets,
forge better connections with a diverse customer base, and access a
wide spectrum of ideas. In all cases, it is a leader’s ability to navigate
diversity, through an inclusive approach, that unlocks and drives
these elevated experiences and outcomes. This is in part because
inclusive leaders possess the unique skill of orchestrating moments
that truly matter within their teams.

While inclusive leadership serves as a crucial foundation, it may not
permeate all aspects of an organization, particularly in traditional
Japanese companies that predominantly operate on a ‘'middle up’
approach, where ideas are driven to senior leaders rather than the
more common ‘top down’ approach. Inclusive Execution goes
beyond traditional inclusive leadership, driving inclusion through
every aspect of an organization’s behaviors, decision making
processes, operations, and actions. This is typically achieved through
intentionality: leaders deliberately and consciously act to foster
inclusivity across all functions and operations of the organization.
This intentional approach is pivotal to transforming teams' ability to
develop plans and achieve elevated experiences and outcomes.

Incorporating inclusion into execution processes improves
experiences and outcomes for all. On an individual level, it promotes
personal growth and job satisfaction ('3). For teams, cohesion and
performance are enhanced (', For leaders and businesses overall, it
improves their ability to navigate increasingly uncertain market
conditions ®and navigate crises. This gives some insight into why
the S&P saw a 35% decline in stock performance, while shares of
inclusive companies increased by 14% (19 between 2007 and 2009.
Lastly for society, it promotes social cohesion and equality, where
inclusivity in public governance structures transforms policy creation
to be more equitable, sustainable and inclusive for all (17,
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Consider this illustrative example from the banking sector that
highlights the importance of Inclusive Execution. A global system
implementation involving more than 20 countries faced considerable
delays due to overlooking differences in working practices,
particularly in Japan. A key challenge centered on acceptance criteria,
where assumptions had been made regarding the level of accuracy
in system outputs based on materiality. While this approach proved
effective in multiple countries, the team in Japan insisted on
precision down to a single yen for every output before final approval.
Once identified, the global project team worked together with the
Japan team to agree new accuracy thresholds and the project
progressed successfully, though by this point there were already
months of delays and exceeded budgets. This case underscores the
importance of Inclusive Execution. If the bank had adopted a more
inclusive approach from the beginning, by asking for potential issues
in local rollouts, it might have identified the mismatch in the
definition of ‘materiality’ and avoided this issue entirely.

Observations and experiences across geography, industry/sector and demography, suggest that there are
three key components that differentiate an organization’s ability to enable and accelerate Inclusive
Execution. It is the collective value created through the activation of all three components that create the
pathway to unlocking its boundless potential.

Inclusive Execution Comprises Three Key Components:

Mindset Driving Diversified Governance &
Cultural Norms GlobalTalent Pods Decision Making
Cultivating Inclusive Crafting Diverse Talent Transformative Governance
Mindsets at all Levels for Pods for Agile Excellence in for Inclusive Decision-Making
True Impact Organizational Execution and Organizational Impact
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42%
I

feel their
organization’s
culture does not
support the change
needed tolead in a
disruptive context.

Deloitte 2023 Human Capital
Trends - Japan Respondents

While only
1%
|

believe their
organization leaves
every human it
touches better off in
every interaction.
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Component 1:

Mindset Driving Cultural
Norms

What makes inclusive leaders exceptional and powerful is their
mindset. The challenge lies in ingraining this mindset throughout an
organization. While training can reinforce ideas, it is often ineffective
in changing decisions and behaviors, particularly those influenced by
local cultural norms. To overcome this, the inclusive mindsets of
leaders must be intentionally integrated - hard-wired - into cultural
norms through organizational processes. This requires specific
analysis and action to embed inclusivity into both the flow of work
and the way that decisions are made.

Implementing this in Japan can be challenging due to the country’s
deep-rooted traditions. Integrating diverse global talent into
Japanese workplaces can pose unique challenges, as cultural
nuances may unintentionally restrict the extent of inclusivity. Without
international experience, leaders may find it difficult to implement
inclusive practices in real-world scenarios, especially in the face of
cultural and organizational barriers. Fostering an environment
conducive to inclusive leadership becomes a complex task, requiring
a nuanced understanding of both global talent and traditional
Japanese work culture. Here is where you will feel the worth of
globally minded and culturally fluent leaders, who are able to wholly
embrace and embody inclusive leadership ideals to make inclusivity
work for your organization.

The experience of Christophe Weber, the first non-Japanese CEO in
Takeda Pharmaceutical's 240-year history, serves as a prime
example of the power of mindset. Armed with a deep understanding
of the intrinsic challenges of integrating global talent into traditional
Japanese workplaces, Weber has navigated cultural nuances and
broken down barriers to inclusivity. He credits his success to his
cultural sensitivity '®, which has helped him transform Takeda's
corporate culture and significantly expand its global reach. Weber's
leadership journey underscores the value of globally-minded and
culturally fluent leaders in embodying and actualizing inclusive
leadership ideals, making inclusivity work for the organization amidst
cultural and organizational challenges.

“| am very respectful of the local culture...
you can be respectful of the local culture
and also drive change.”

Christophe Weber (18




Only

3%
-

believe their
organization is
achieving great
things around
focusing on
individual teams
and work groups
to cultivate

culture, fluidity,
agility and
diversity to drive
human
performance.
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Component 2:

Diversified Global Talent
Pods

In the initial stages of team formation, the principles of Inclusive
Execution play a crucial role in bringing the right people together
and setting clear expectations for the team’s remit. This applies at all
levels, particularly in what we refer to as the ‘Pod’. Teams in large
organizations can include thousands of workers, while a pod is a
single group tasked with a unified mission, typically consisting of 10
workers or fewer.

Diversity within thousands often means that all of an organization'’s
diversity is concentrated in one function, skewing the numbers, and
hiding a lack of diversity in teams, particularly at management levels.
On the other hand, driving inclusion to the pod level is where the
‘'magic’ happens. This is where organizations truly execute,
developing new processes, innovations, and initiatives. One
particularly effective area to apply this principle is in project teams.
Project teams by their nature are temporary and can pullin
resources from various parts of an organization. Project teams are
the ones creating the future ways of working, whether the projects
are implementing systems, processes, campaigns, or organizational
structures.

Being intentional about hard wiring diversity and inclusive mindsets
and behaviors down into every pod in large companies will never be
perfect. However, this aspiration can move organizations in the right
direction. Still, this creates recruitment challenges, particularly in
largely homogenous markets. The US software development
company Catalyte, takes an unconventional, yet effective approach
for recruiting by focusing on those overlooked due to social or
economic status (1920- Catalyte developed an Al-powered
assessment based on attributes correlated with successful
programmers and made it available to hundreds of thousands of
applicants. The initiative led to over 1,700 people being hired, and
positively affected the company’s performance: clients report that
Catalyte's teams consistently outperform competitors’ software
developers @V

“With more diverse backgrounds, our teams
bring experience to problem solving and
innovation that more homogenous teams lack.
We see solutions that aren’t even on others
radar.”

Jacob Hsu, former CEO of Catalyte @7




point to a lack of
leadership
capabilities as the
biggest barrier to
achieving their
business strategies.
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Less than
1%
-

believe their
organization’s
leaders are ready to
lead in the new
boundaryless world
of work.
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Component 3:

Governance and Decision
Making

While forming the right team for a specific project is important, there
is a need to approach inclusivity through the lens of governance as
well. Research has established the benefits of diverse management
structures for company performance ¢ 23 29 underscoring the
power and importance of inclusive principles for oversight positions.
However, companies must go further than just diversifying their
boards. From initiative governance, steering committees, and
divisional leadership teams to more temporary governance
structures, the key is to ensure that the bodies making decisions are
setting the tone to drive inclusive mindsets and behaviors.

Diverse governance bodies serve as a powerful foundation, enabling
inclusive decision-making to take root. This process encompasses
several crucial elements: engaging the right stakeholders at the right
time, fostering open communication, and cultivating a transparent
and open-minded environment that values and respects all opinions.
Inclusive decision-making does not necessitate collective decision-
making, but rather emphasizes the importance of a thoughtful
process before top-down mandates are made, fostering buy-in and
commitment from team members who feel valued and heard. This
requires new leadership capabilities to orchestrate and cultivate
inclusive decision-making processes. Research highlights (9 that
decision quality improves when a range of perspectives are actively
integrated, highlighting the significance of going beyond mere
surface-level representation.

While all-male teams could beat an individual decision
maker nearly 60% of the time, gender-diverse teams
outperformed individuals almost 75% of the time, and
teams that added geographical and age diversity into the
mix outperformed individuals 87% of the time.

Estee Lauder, has established advisory boards or "shadow
committees" that bring together millennial and Gen Z workers.
These committees serve as platforms for ideation, strategic project
feedback, and the generation of innovative go-to-market ideas. By
involving younger workers in decision-making processes, Estee
Lauder is able to tap into their unique insights, innovative thinking,
and understanding of the younger demographic (2> 29,



Inclusive decision-
making promotes a
more inclusive and
supportive work
culture, where
workers from
different
generations feel
valued and
empowered to
contribute their

BNY Mellon’s Pershing implemented a reverse mentoring initiative,
connecting younger staff with senior leadership for mutual learning
on strategic and cultural topics @/ Top of the agenda in the
discussions was the high turnover of millennials, and how to
increase connection between senior and junior members. Resulting
initiatives such as CEO fireside chats helped bridge the generational
gap, boosting retention to 96% in the first cohort. The program
provided a fresh perspective on critical issues, meeting the needs of
millennial workers while offering senior leaders opportunities to
learn new skills and innovative problem-solving approaches.

These examples illustrate the tangible benefits of diverse voices in
decision-making, fostering a range of ideas and innovative solutions,
and a better understanding of their stakeholders. Beyond
performance gains, inclusive decision-making promotes a more

inclusive and supportive work culture, where workers from different
generations feel valued and empowered to contribute their unique
insights and unleash their full potential in a meaningful way.

unique insights and
unleash their full
potential in a
meaningful way.

Conclusion

Inclusive Execution builds from the foundations of inclusive leadership to drive the benefits down into the
core building blocks of an organization. Through these, human and business performance can be
enabled and elevated through the three dimensions of Mindset / Cultural Norms, Diversified Global
Talent Pods, and Governance / Decision Making.

Through intentionally hard wiring inclusion into the flow of work, the way decisions are made, the way
individuals and teams interact, and the way innovation is valued, organizations can improve business
performance, customer satisfaction, worker morale and retention, and employer brand. As organizations
navigate an increasingly uncertain and diverse business environment, through walking the path of
inclusivity they can become the type of organization people admire and want to join, while at the same
time elevating the experiences and value they create for their workers, customers, the business, and
society at large.
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