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It sounds like an oxymoron, but theterm “isolating inclusion” may be the best path
forward in the near term. With the umbrella of environmental, social, and gover nance
matters per haps becoming too politically charged (even Institutional Shareholder Services
Isnoting thistrend), and with the atmospher e around diver sity, equity, and inclusion
becoming a little foggier in the aftermath of the US Supreme Court’srulings on
affirmative action, it isa challenging time for boardsto evaluate and consider a variety of
nonfinancial metrics. Yet many of those metrics are critically important to an individual
company, regardless of any overarching set of initials.

For these types of metrics—which may include strategic milestones, progresstoward
opening new markets or launching new products, or areduction in climate-impacting
actions—per haps boards ar e better served by focusing on performancedriversrather than
performance outcomes. We all know that behaviors ar e often the most impactful influence
on nonfinancial performance, and it's often said that " Diversity isa fact, but inclusion is
an act." In thiscontext, isolating “inclusion” may be the best way for boardsto ensure that
the company's culture, which is heavily connected to itsinclusive nature, will encourage
and reinforce behaviorsthat positively contribute to the success of critical nonfinancial
goals and objectives.

The following ar e some probing questions board members might ask to assessthe
company's effectiveness with respect to creating and realizing the benefits of an inclusive
culture.

Initial Hiring: It all starts with the hiring and selection process. | sthe company looking in the
right places? Doesit havetheright hiring criteria? Are hiring manager s unbiased in their
candidate evaluations? This applies at all levels of the organization, from internsto senior
executives. It often takes hard work and behavioral changeto get theright peoplein the
door.

Investing: A successful hireis the beginning, not the end, of the process. What investmentsare
being made to ensure the success of new hires? Isthe company consistently offering
competitive pay, professional development opportunities, training, coaching, and car eer
advancement? The focus should be on the return on investment, but you can't get the
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return if you don't make the investment.

Involving: People need to feel connected. There needsto be something greater than a
transaction of labor for wages. Arethere communities or groupswithin the or ganization
that new hires are connected to? Does the company consistently assign peopleto internal
projectsor initiatives where their perspectives and capabilities can add value? How is
leader ship ensuring that each person'svoiceisbeing heard? Thisneedsto be a conscious
and intentional act, not left to chance.

Integrating: All processes need to be aligned. That includes hiring, onboarding,
compensation, per formance evaluation, training and development, and succession
planning. Inclusion needsto per meate everything the company does from a talent
management per spective. Whereisthe company today on the spectrum of integrating
these activities? Wher e does the company aspireto be and how long will it take to get
there?

Institutionalizing: This needs to become "how we do things around here." It isnot how human
resour ces wants the organization to think and behave, it isnot how one group within the
organization thinks and behaves, but it is how the company as a whole thinks and behaves.
Thisisacritical aspect of the culture. Doesit seem the company is" pushing" itsagenda?
Or are people asking, "Haven't we always done it thisway?” and saying, “ Thisiswho we
are’? That'swhen you know you have a sustainable culture of inclusion.

The simple act of asking a few probing questions can yield key insightsinto whether the
organization hastruly embraced inclusion and, ther efor e, the extent to which you can
expect results on key nonfinancial objectives. Areyou ready to pose these questions at your
next board meeting?

About the Author

Greg is a consulting team leader with 25+ years advising compensation committees and
executives on executive and non-employee director pay, including performance metrics,
governance, and SEC disclosure.

About Pearl Meyer

Pear| Meyer istheleading advisor to boards and senior management helping or ganizations
build, develop, and reward great leader ship teamsthat drive long-term success. Our
strategy-driven compensation and leader ship consulting services act as power ful catalysts
for value creation and competitive advantage by addressing the critical links between



Pearl Meyer

people and outcomes. Our clients stand at the for efront of their industries and range from
emer ging high-growth, not-for-profit, and private or ganizations to the Fortune 500.

Isolating Inclusion | pearimeyer.com



