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T
he Programme for the Practice of Dive r s i t y
M a n a g e m e n t assists fi rms to make the most of their
d iverse human resources and to capture the dive r-
sity dividend. The Programme is a collaboration

b e t ween the Australian Centre for International Business at
The University of Melbourne and the Department of
I m m i gration and Multicultural A ffairs. It has developed a
compelling business case that clearly articulates the bottom-
line benefits of diversity management.

At present, Australian fi rms undervalue the productive
potential that resides within their diverse workforces. A 2000
study of 227 Australian CEOs by the Australian Centre for
I n t e rnational Business revealed that few companies are cap-
turing the diversity dividend. Top managers do not have a clear
understanding of the importance of diversity management or
the benefits that it brings both to individual employees and
the fi rm as a wh o l e .

D ive r s i t y comprises all the ways in which individuals diff e r,
both on a personal basis and in terms of orga n i s a t i o n - r e l a t e d
characteristics (see Figure 1). Personal characteristics capture
d i fferences in age, gender, religion, sexual orientation, socioe-
conomic status, education, fa m i ly status, physical and mental
a b i l i t y, values and beliefs. Organisational-related dimensions,
along which employees differ include tenure, training and hier-
archical position.

The diversity div i d e n d is a product of eff e c t ive dive r s i t y
management. It comprises the benefits from:
● enhanced creativity and innova t i o n
● a d vanced communication
● reduced workplace conflict
● l ower absenteeism and turn ove r
● expanded global opport u n i t i e s
● superior teamwork skills
● i m p r oved bu s i n e s s - t o - business (B2B) relations
● quality customer serv i c e .

The business case for diversity management d e m o n s t r a t e s
h ow fi rms can develop the capabilities to capture these bene-
fits, improving the bottom line. Workforce diversity brings a
wide arr ay of values, skills, life experience and perspective s
to the Australian workplace. With increasing pressure on
Australian fi rms to compete in global markets, serving an
i n c r e a s i n g ly diverse pool of bu yers and customers, dive r s i t y
management is becoming an imperative .

E ff e c t ive diversity management facilitates fi rms in deve l o p-
ing cross-cultural capabilities for operating in culturally complex
domestic and international environments. Diverse fi rms with
sound diversity management practices leverage the cultural and
language skills of their employees. The cross-cultural capabil-
ities that reside within such individuals make them superior can-
didates for building international business relations, neg o t i a t i n g
n ew ventures and managing international wo r k f o r c e s .

Research has shown that well-managed diverse teams out-
p e r f o rm homogeneous teams. The myriad perspectives that
d iversity brings to a group precipitates high levels of creativ-
ity and innovation and superior problem-solving and decision-
making. Diversity management is a crucial factor in the
d evelopment of ‘knowledge fi rm s ’ .

Fi rms with sound diversity management practices stand to
gain a competitive ‘edge’ in the labour market by becoming
‘ e m p l oyers of first choice’. Companies that establish reputa-
tions for respecting and valuing all employees, no matter wh a t
their differences, attract the most dynamic and talented staff .
T h ey ensure that they are attractive places to work for the b e s t
and brightest job applicants.

The existence of a diverse workforce, on its own, is not suf-
ficient to ensure a diversity dividend. Left unmanaged, dive r-
sity can create significant workplace problems. Diff e r e n c e s
b e t ween individuals often lead to interpersonal conflict as dif-
ferences in opinions, perspectives and values become appar-
ent. Such conflict is exacerbated by the tendency of people to
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be attracted to others who they perceive as similar to them-
s e l ves, leading to factionalism or ‘in’ and ‘out’ groups in the
wo r k p l a c e .

The effects of interpersonal conflict on performance can
be heightened in fi rms that have adopted team-based stru c-
tures, because of the increased frequency of interaction and
high levels of interdependence among team members.

A d versarial interpersonal relations damage fi rm perfor-
mance by prohibiting co-operation and lowering job satis-
faction. Low job satisfaction is linked to high levels of
vo l u n t a ry absenteeism and turn ove r, costing Australian fi rm s
millions of dollars annually.

Managing diversity is an imperative for Australian bu s i-
ness. Australian demographics have shifted so that it is becom-
ing increasingly impossible to employ a homog e n e o u s
workforce. Almost 4.4 million Australian residents are
ove r s e a s - b o rn, 3.5 million residents are second-generation
Australians, and 2.5 million Australians speak a language
other than English at home.

A u s t r a l i a ’s multicultural population must be reflected in
its workforce. Diversity management strategies allow f i rm s

to tap the productive potential of their diverse wo r k f o r c e s .
Managed well, diversity enables fi rms to become more pro-
d u c t ive by improving job satisfaction, lowering absenteeism
and turn ove r, reducing workplace conflict and establ i s h i n g
a d vanced teamwork skills.

Research by the Australian Centre for Intern a t i o n a l
Business reveals that most Australian fi rms lack dive r s i t y
capabilities to capture the diversity dividend. Few fi rms have
e s t a blished diversity management practices. Only 27 per cent
p r ovide diversity training and only 12 per cent have a dive r s-
ity offi c e r. Figure 2 demonstrates that Australian CEOs do
not recognise the bottom-line benefits of diversity manage-
ment, with only 14 per cent recognising it as of high import-
ance for minimising absenteeism and 31 per cent identifying
it as of low or no benefi t .

The Programme for the Practice of Diversity Management
is devising materials to assist fi rms to manage wo r k f o r c e
d iversity and capture the diversity dividend. Business models
that outline the business case for diversity management as it
relates to specific business functions, such as teamwork skills,
basic HR functions, and global expansion, are ava i l a ble to all
fi rm s .

Matching toolkits for diversity management, which detail
k ey steps to build strategies for addressing diversity chal-
lenges and opportunities, are also freely ava i l a ble. T h e s e
materials are produced in co-operation with our business part-
ners, which include some of A u s t r a l i a ’s largest companies.

The Progr a m m e ’s business partners are:

All-Australian fi rms are invited to join the Progr a m m e ’s
free electronic Dive r s i t y - N e t work. The Dive r s i t y - N e t wo r k
connects business, gove rnment and universities, prov i d i n g
members with a regular diversity newsletter to update latest
d evelopments and best practice in diversity management.

Au t h o rs K a ren Lau, Janine O’Flynn, André Sammartino,
P ro fessor Stephen Nicholas and Lisa Selalmatzidis a re
m e m b e rs of the Au s t ralian Centre for International Business
at the University of Melbourne.
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F i g u re 1: Components of workforce diversity

F i g u re 2: CEO views of the importance of diversity to the

bottom line

Firms can join the Diversity-Network at
Diversity-Network@unimelb.edu.au
or contact:
Australian Centre for International Business
University of Melbourne
Parkville Victoria 3010
Phone +61 3 8344 5340
Fax +61 3 9347 3770
Email acib@ecomfac.unimelb.edu.au
http://www.ecom.unimelb.edu.au/acib/diverse
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● AMP ● B ovis Lend Lease ● NAB  
● Rio Ti n t o ● Coca-Cola Amatil ● SBS 
● D r a ke International ● Shell  ● Fo r d
● Siemens  ● H ewlett Packard ● Telstra 
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