
74   NACD Directorship  September 201074   NACD Directorship   July/August 2019

 Director Advisory

The Inclusion Imperative: How Boards Can 
Encourage Belonging
By Mike Fucci and Terri Cooper
The push for diversity on boards contin-
ues to be a front-and-center conversation 
among the investor and corporate gover-
nance communities. Shareholders, em-
ployees, customers, and business partners 
are increasingly pushing for their organiza-
tional leadership to better represent the de-
mographics of the general US population. 
As a result, organizations are beginning to 
see some progress, however incremental 
in nature. The percentage of women on 
Fortune 500 boards rose to 22.5 percent 
in 2018, up from 15.7 percent at the start 
of the decade. Minorities on Fortune 500 
boards increased to 16.1 percent in 2018, 
from 12.8 percent in 2010. 

While such a push and focus on diver-
sity is essential, it’s not enough. Accord-
ing to a recent article in Harvard Business 
Review about diversity in the boardroom, 
 researchers concluded that an inclusive cul-
ture is required for an organization to capi-
talize from the diversity of its board mem-
bers. While inclusion is sometimes viewed 
as a business strategy, conversations about 
inclusion and culture are often focused on 
the role of human resources or at the lead-
ership level, and rarely on the board’s role.

Our research found that a board’s 
impact on an inclusive culture can be 
 substantial, not only to create a diverse 
workforce, but also to generate financial 
results. Now there is an opportunity for 
boards to recognize their ability to influ-
ence inclusion for the sake of their own 
organizations and other stakeholders.

The Diversity and Inclusion Equation 
The first step for boards is to understand 

the difference between diversity and in-
clusion. Diversity refers to the presence of 
people who, as a group, have a wide range 
of characteristics, seen and unseen, that 
they were born with or have acquired. In-
clusion refers to fostering a culture where 
all members of an organization feel wel-
come and have equitable opportunities to 
connect, belong, and grow—to contrib-
ute to the organization, advance their skill 
sets and careers, and feel comfortable and 
confident being who they are. 

The main difference between the two is 
that diversity is a state of being and is not 
itself something that is “governed,” while 
inclusion is a set of behaviors and can be 
“governed.” For boards, promoting diver-
sity as a strategic goal is itself an inclusive 
practice, as doing so demonstrates that the 
company is welcoming of all backgrounds 
and experiences. But there are additional 
opportunities for boards to further ingrain 
inclusive practices into the five key areas 
of board oversight.

Fostering an Inclusive Culture
Boards traditionally own responsibility 
in five key areas—strategy, governance, 
talent, integrity, and performance. As 
these responsibilities evolve to account 
for changes in regulations, the business 
environment, and  society in general, 
the board’s role in influencing inclusion 
within each of these five areas is becom-
ing even more important.

Strategy: Ingraining inclusion. Embed-
ding inclusion into an organization’s cul-
ture can take time. Boards can expedite 
progress by helping management define a 

common vision for what inclusion means 
and embed that vision directly into the 
business strategy. In defining the vision for 
inclusion, the board and management will 
want to consider how individual, organi-
zational, and societal biases may interfere 
with reaching inclusion goals. 

Additionally, the definition of inclu-
sion should tie into the organization’s 
objectives, vision, mission, and strategy, 
perhaps using language from the orga-
nization’s mission statement to ensure 
alignment. The tighter the orientation, 
the more deeply the inclusion message 
will resonate with board members, exec-
utives, and the broader workforce—and 
the more likely it will be to elicit behavior 
changes that contribute to a more inclu-
sive culture.

Governance: Operating with an in-
clusive lens. It is incumbent on boards 
to govern and operate with a focus on in-
clusion—particularly as they preside over 
shifts in strategy, advise on major invest-
ments, and monitor risks. Boards that 
demonstrate inclusive governance prac-
tices integrate inclusive thinking in all 
board proceedings, and understand how 
their actions and decisions may lead to in-
clusion-related implications.

Similarly, inclusive board commit-
tees consider inclusion a key element 
when crafting and executing their sepa-
rate charters, perhaps going so far as to 
explicitly detail expectations for oper-
ating in an inclusive manner. As a first 
step to holding itself accountable for in-
clusive governance practices, boards may 
even  consider establishing a committee, 
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temporary or permanent, focused specifi-
cally on inclusion. 

Talent: Embedding inclusive leader-
ship. Inclusion starts at the top. Boards 
can select for inclusive leadership traits 
among their own members, as well as by 
holding management accountable for de-
veloping the organization’s talent into in-
clusive leaders. To promote a pipeline of 
inclusive leaders, boards can encourage 
management to set six signature traits—
commitment, courage, cognizance, curi-
osity, cultural intelligence, and collabora-
tion—as formal competencies for senior 
leaders to cultivate. They should be ex-
pected to embed these competencies into 
the organization’s performance manage-
ment, professional development, and suc-
cession planning processes.

Boards have a role in challenging man-
agement to cultivate inclusive leadership 
skills throughout their organizations. Di-
rectors can do this by setting manage-
ment goals for championing and driving 
inclusive behaviors and practices. Collec-
tive accountability from all employees for 
fostering an inclusive culture is key to a 
successful and sustainable long-term in-
clusion strategy, and can be measured as 
a sign that the inclusion strategy is being 
successfully implemented by the manage-
ment team.

Integrity: Showcasing accountability. 
By setting the tone for inclusion, boards 
have an opportunity to hold themselves 
accountable for maintaining the integrity 
of their  inclusion vision and to improve 
public perception of the organization and 
its brand. Board members can advance 
inclusion by leveraging their unique so-
cial and political capital to be a cham-
pion of the topic at their company. They 
can promote their commitment to inclu-
sion in communications to sharehold-
ers, in public appearances, in interviews 

and conference presentations, and in-
formally in networking and professional 
conversations. 

Elsewhere, the board can guide man-
agement to consider how the organi zation 
itself talks about or represents inclusion 
in communications—white papers, press 
releases, marketing materials—and what 
the organization’s people say in the me-
dia. Finally, the board can encourage 
management to consider the integrity of 
a prospective partner’s inclusion vision 
before entering into alliances or signing 
contracts with supply chain partners. Af-
ter all, due diligence should be done for 
all strategic matters. Shouldn’t the same 
be said for doing business with companies 
that share your values? 

Performance: Measuring success. The 
key to maintaining an inclusive culture 
is measuring success and holding lead-
ers accountable. Boards should monitor 
diversity and inclusion metrics at a high 
level, while requesting that management 
collect and analyze the relevant data.

Boards should consider linking some 
percentage of performance-based com-
pensation for the most senior executives to 
meeting inclusion objectives. For the rest 
of the workforce, boards may also encour-
age management to develop ways to hold 
all employees accountable for, and to re-
ward, inclusive behaviors. Boards should 
evaluate their own performance with an-
nual board self-assessments, as well, or 
if a board decides to form an inclusion- 
specific board committee, through the 
inclusion committee members’ due dili-
gence into board-wide behavior.

Taking the Next Step
Each board should tailor its approach 
for cultivating inclusion to the specif-
ic needs and values of the organization it 
serves. Boards should embed inclusion 

governance to take into account the com-
pany’s size, geographic reach, the complex-
ity of its organizational structure, and more. 

Nonetheless, taking steps to promote 
inclusion in the board’s five key areas 
of responsibility can help lay a path for 
boards to:

■■ articulate the current state of the 
board’s approach to inclusion governance;

■■ assess that approach against leading 
practices;

■■ identify what can be done to achieve 
inclusive governance goals; and

■■ implement the changes necessary to 
accomplish those goals.

By setting an example of inclusion 
in the boardroom, by advocating for an 
 inclusive culture both internally and ex-
ternally, and by holding management ac-
countable for taking concrete measures to 
embed a culture of inclusion throughout 
the enterprise, boards can move a needle 
that’s been advancing far too slowly for far 
too long.
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