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Women Matter: Making the Breakthrough

Foreword

Since 2007, McKinsey & Company’s Women Matter research has been making the business case for
increasing the number of women in senior management roles. It argues that the very best minds, men’s
and women'’s alike, are needed to address today’s business challenges. And it has shown a link between
the specific leadership behaviors that women tend to adopt more frequently than men, and corporations’
organizational and financial performance.

This report, Women Matter 2012: Making the Breakthrough, is the fifth in our Women Matter series and

is part of McKinsey’s global research program into women’s representation in business. Today, women
remain underrepresented on corporate boards and executive committees. This report presents our recent
work to benchmark the gender diversity programs of 235 European companies, the majority of them
among the Continent’s largest. We wanted to learn about the initiatives they were taking to promote more
women into senior positions, and to discover what seemed to be working well or less well, and why. To do
S0, we conducted quantitative and qualitative surveys, and interviewed senior executives, including CEOs
and board members, at every company.

The results show that the vast majority of companies are taking the issue extremely seriously, devoting
precious resources to redressing the gender imbalance. Many have made important progress, with
training programs established to open the organization’s eyes to the value of diversity, recruitment and
promotion processes rethought to counter unwitting biases, clear goals set for the number of womenin
senior positions, and, in some companies, more women in top jobs. Nevertheless, many companies also
express frustration that their efforts do not always gain traction. The truth is, putting initiatives in place does
not guarantee they will be well executed.

Theresearch shows the way forward. The best-performing companies in terms of the proportion of senior
positions filled by women all have a critical mass of initiatives in place within what our earlier research
established as a supporting ecosystem. But they excel on three particular fronts: they have the highest
levels of management commitment, they monitor women'’s representation carefully, and they seek to
address men’s and women’s mindsets the better to support gender diversity. Not coincidentally, these
same companies are those that are most diligent in driving through their gender diversity programs.

Their achievements point the way to others, showing how they can reinforce what they have already
achieved and, with sustained effort, make a real breakthrough in terms of the numbers of women who
contribute to their success.

E [ akoy —

Eric Labaye
Director, Global Knowledge and Communications
McKinsey & Company







Since 2007, our Women Matter research has been making the business case for increasing the number
of women in senior management roles. Companies need access to the biggest possible talent pool and,
we would argue, the different and complementary perspectives and leadership styles that women bring.
Indeed, our research has shown alink between the proportion of women on executive committees and
corporate performance.’

Today, despite the considerable efforts many companies have made, progress in many places is slow.

While more women sit on Europe’s corporate boards, it is from a low base and so, in most countries, their
representation remains limited. Moreover, on executive committees—which are critical given their influence
on everyday corporate decision making and the fact that more women here mean more women candidates
for boards—the needle onthe gauge is lower still. At current rates of improvement, women will stillaccount for
under 20 percent of seats on Europe’s executive committees 10 years from now.

Government support in the form of tax breaks, legislation, and support mechanisms such as paternity
leave or child care facilities can affect women’s representation in the workplace. So can the way many
women think about themselves and their careers. (The sidebar, “Companies are not the only influencers,”
discusses both in more detail.) But much of the hard work that needs to be done to lift women’s
representation inescapably lies within companies, where, despite the considerable effort applied in
many institutions, a disproportionate number of women systematically fail to reach middle and senior
management roles, let alone executive ones. It is companies that are the focus of our work.

This report, the fifth in our Women Matter series, presents the results of our research into the gender
diversity practices of 235 European companies, the majority of them among the Continent’s largest. We
conducted surveys and interviewed senior executives, including CEOs and board members, at every
company to learn about the initiatives they were taking and to discover what seemed to be working well or
less well, and why. (See sidebar, “Methodology,” for further details.)

Theresults are telling. The vast majority are taking the issue most seriously, devoting precious resources
to redressing the genderimbalance. Indeed, 63 percent of companies have at least 20 different initiatives
in place as part of their gender diversity programs. Many have made important progress, with training
programs established to open the organization’s eyes to the value of diversity, recruitment and promotion
processes rethought to counter unwitting biases, targets set for the number of women in senior positions
and managers made responsible for meeting them, and, in some companies, more women filling senior
positions. Some CEQOs are tackling the issue with impressive vigor. “It didn’t take long after our new CEO
took over and it became clear that gender diversity was on the strategic agenda that four more women
took onvery senior roles,” said one interviewee. And a few companies have implemented such innovative
and effective programs that they are now recognized standard setters.

But despite such successes, many companies still express their frustration at the absence of more
concreteresults. Indeed, in only 8 percent of the biggest companies in the survey did women account for
more than a quarter of the top jobs.? It isimportant to note that a number of companies have only recently
embarked on gender diversity programs, so it may take time for them to see results. But we should not
ignore the fact that some companies admit their initiatives are not always gaining traction, particularly with
managers lower down the organization.

Our research helps shed light on why this might be and shows the way forward, helping companies build
on what they have already achieved to make the final breakthrough.



Companies are not the only influencers

Responsibility for the underrepresentation of women at senior management level and for changing the
status quo does not, of course, lie entirely with companies. Cultural and socioeconomic factors, which
vary by country, are powerful influencers of women'’s role in the workforce. For example, academic
literature suggests women'’s representation in the workforce is higher in those European countries
where men were mobilized to fight during times of war and women took their place in paid employment.”
And there is a correlation between the representation of women at the top and both the overall
employment rate of women and the number of hours they work relative to men (Exhibit A).

Governments therefore have various tools at their disposal that can affect gender diversity in the
workplace. Tax incentives can encourage more women to work. So can support mechanisms such as
child care facilities and parental leave (Exhibit B).

Some governments, such as those of Norway, Sweden, France, Italy, and Belgium, have set legally
binding quotas for the proportion of women sitting on corporate boards or introduced corporate
governance codes and/or voluntary charters. And a few are turning their attention to the composition of
executive committees, understanding that more women are needed here to feed board positions, to act
as role models for women further down the corporate hierarchy, and of course to influence corporate
decision making.

Women’s own behavior also contributes. McKinsey research in the United States shows that young
women, just like young men, start out with high ambitions. But while they never lose belief in their own
abilities, they do frequently turn down advancement opportunities because of commitments outside
work, risk aversion to positions that demand new skills, or a desire to stay in roles that they feel provide
personal meaning.”* A reluctance to promote themselves is also an issue. “Women think that everyone
can see how hard they work, so they don’t have to communicate it,” one executive told us.

* See “Women, war, and wages: The effect of female labor supply on the wage structure at midcentury”; Daron Acemoglu and David H. Autor;
Massachusetts Institute of Technology and National Bureau of Economic Research; 2004.

** See “Changing companies’ minds about women”; Joanna Barsh and Lareina Yee; The McKinsey Quarterly; September 2011. McKinsey’s
Women Matter 2007 report also reviewed why women’s ambitions might be constrained. See http://www.mckinsey.com/locations/paris/home/
womenmatter/pdfs/Women_matter_oct2007_english.pdf.



Influence of socioeconomic factors on women’s representation on executive

committees, 2011

Women'’s representation on executive committees, 2011
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McKinsey's first Women Matter study in

2007 highlighted how few women held top
management jobs in European companies.
Exhibit 1 shows the situation four yearsonina
range of European countries.

In eight out of nine countries, there are now more
women on corporate boards. Twenty percent

of board members in France, for example, are
women, compared with 8 percentin 2007. In the
Netherlands, the figure stands at 19 percent,
compared with 7 percent four years earlier. We
expect that at least some of this effect is related
to the introduction of legally binding quotas in
several countries, including Norway, Belgium,
France, and Italy, and non-binding ones in
others. In most countries, however, quotas have
only recently been introduced and companies
have several years to comply. Hence, quotas
cannot be credited with all the progress to date.
Prominent public debate has played a part too.
Norway, which introduced a quota system in
2008, has the highest proportion of women

sitting on its boards. Sweden, with the second-
highest proportion, has no quotas. On average,
women now hold 17 percent of the seats on the
boards in these nine countries, five percentage
points higher thanin 2007.

But women’s representation is lower where

it perhaps matters most—on executive
committees. On average, women now hold

10 percent of executive committee roles in the
nine countries, compared with 4 percent four
years ago. But in none of the countries has the
percentage of women on these committees
grown by 10 percentage points over the four-
year period. Indeed, given current growth rates,
the proportion of women sitting on Europe’s
executive committees will still be less than 20
percent by 2022. Among the 235 companies we
surveyed, the change was barely discernible —up
to 11 percent from 10 percent, although relatively
few companies were able to provide data for the
four-year period.®

Women'’s representation on executive committees and corporate boards

by country, 2007 - 111

Executive committees

Country Percentage of total, 2011
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1The 2011 figures are mostly derived from 2010 annual reports
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SOURCE: Analysis based on annual reports of companies listed on each country’s main index, and press searches. ltalian data provided by

Aliberti Governance Advisors



Most discussion and analysis about women’s
representation in business focuses on boards
and, to a lesser extent, the executive committee.
What often goes unmentioned is the pipeline that
feeds those positions. Our research shows that
although many—but not all—companies now
recruit their fair share of women, women become
increasingly underrepresented as they move
higher up the organization. This is a discouraging
finding if it serves as any measure of future
female representation on executive committees
(Exhibit 2).

Different sectors have leaks and blockages in
different parts of the pipeline. In financial services,
for example, almost half of all employees are
women, but their representation shrinks by

more than half at middle management level. By
contrast, in those sectors where there are fewer
women overall—such as transport and logistics
as well as energy and basic materials—women
have a relatively good chance of promotion to
middle management and beyond. For example,
women hold 11 percent of the places on the
executive committees of the companies in our
survey in energy and basic materials, the same
asin consumer goods despite these having
proportionally fewer women in their organizations
(Exhibit 3).

Average percentage of women at various organizational levels

CEO 2 «

Seats on executive 9
committee

Senior management
and vice president

Middle management

Total company

N
N Y

‘ Odds of advancement for
) menover those for women

22

N

N~

37

1 Companies with more than 10,000 employees and/or revenues greater than €1 billion, and that provided data

SOURCE: Women Matter 2012; McKinsey



Average percentage of women at different organizational levels in Europe, by sector

Number of companies = 130!

Media,

telecommuni-

cations, Financial

technology services
CEO 0 0
Seats on executive 9 9
committee
Senior management 17 13
and vice president
Middle management 20 22
Total company 34

Transport,
Consumer logistics, Energy and
goods tourism basic materials
7 9 0
11 10 ihl

18 15 15

30 19 16
50 27 25

1 Companies with more than 10,000 employees and/or revenues greater than €1 billion, and that provided data

SOURCE: Women Matter 2012; McKinsey

Thereasons women falter vary.* At entry level, itis
partly a question of a sector’s image: businesses
viewed as male-dominated tend to attract fewer
women. Further up the ladder, many talented
women leave a company when they decide to have
children or take on other family commitments.
Some leave before that, having reached the
conclusion that they will never be able to reconcile
their personal and professional goals if they stay.
Others get stuck on the ladder—often once they
return to work after having children or perhaps
when they decide to work part-time—unable to see
a clear route to advancement despite their skills
and potential, or having decided that a more junior

role will give them a more balanced life. Higher up
still, they can lack a network or sponsors to help
build their standing. And at every stage, women
can encounter unhelpful attitudes held by men
and women alike. But whatever the reason, the
end resultis that the odds are consistently stacked
against women climbing higher at every step of the
career ladder—not just at the top.



McKinsey’s Women Matter 2010 report showed
that gender diversity was best supported within
an ecosystem consisting of three parts:

¢ Management commitment, which means
the CEO and the executive team champion
gender diversity and set targets for the number
of senior women in the organization

e Women’s development programs, which
equip women with the skills and networks they
need to master corporate codes and raise
their ambitions and profiles

¢ Asetof enablers, which together help ease
women’s progress through the company.
These include indicators to identify inequalities
and track improvements, human resources
processes and policies, and support
mechanisms such as help with child care.

We identified 41 initiatives that lie within these
categories.® In our latest research, we asked
the 235 companies to tell us which initiatives
they had put in place and which they felt were
wellimplemented.

We found that the overwhelming majority of
companies are tackling gender diversity: over
90 percent had programs in place. Moreover,
63 percent of the companies surveyed had
each instituted at least 20 different initiatives,
investing considerable money and energy in
promoting gender diversity. Some 40 percent
of all companies have built particularly strong,
well-balanced ecosystems. These companies
had introduced at least half of the measures that
fall within each category. These are shownin
Exhibit 4.

40% of companies have 50% of measures in place in all 3 parts of the ecosystem

Group CEQ’s commitment

Executive committee commitment
Targets for women'’s representation in
top positions

Management ¢ Consistency of company culture with
commitment gender diversity objectives
. Netyvorking programs/elements Gender diversity indicators
dedicated to women 40% e Gender representation overall and at
* Leadership skill building programs certain job levels
* Use of external coaches Women’s e Gender representation in promotion
* Mentoring programs/ e t Collective rounds
events with internal mentors evelopmen enablers e Promotion rates by gender at different
* Programs to increase proportion of programs levels of seniority

potential women leaders

HR processes and policies
Control over gender appraisal biases

Control over gender recruiting biases

SOURCE: Women Matter 2012; McKinsey

e Attrition rate by gender

Actions to improve share of women applying for and accepting positions

Internal quotas for women in managerial positions

Logistical flexibility (e.g., remote working)

Career flexibility (leave of absence, option to alternate part-time and full-time periods)
Program to smooth transition before, during, and after maternity leave
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In addition, gender diversity was among the

top 10 strategic priorities for more than half

the companies surveyed—double the number
from 2010 (Exhibit 5). Women’s development
programs have a more mixed response. Many
companies are strong supporters, and women in
particular often see them as a priority. But some
feel such programs are either unnecessary or
even counterproductive. Only 47 percent chose
to offer women’s skill building programs, for
example. “Women-specific programs stigmatize
women. We prefer to focus on excellent talent
management—for both men and women,” one
interviewee said.

There would appear to be little doubt, then, that

companies are making concerted efforts to make a
difference. But are their efforts having an impact?

Gender diversity on the CEO’s agenda

Percentage of respondents, number of companies = 235

Among top 3 items 8
on strategic agenda

Among top 10 items 20
on strategic agenda

On the strategic 36
agenda, but not in top 10

Not on the 33

strategic agenda

Don’t know 3
20101

We asked the companies surveyed to rate the
effectiveness of the various gender diversity
initiatives they had put in place in terms of

how broadly they were applied across the
organization, how carefully monitored they
were, and how well communicated. So, for
example, some companies have targets for
women in senior positions but no action plans
to meet them. Others have targets and a plan
but fail to communicate either. The most diligent
have a target, a plan, and a communication
strategy. Exhibit 6 shows some of the results:
many companies are struggling to implement
effectively what they have formally put in place.®

12

x1.9
41

33

14
0

2011

1 The 2010 figures are from the Women Matter 2010 survey. There were 1,560 respondents to this survey

SOURCE: Women Matter 2012; McKinsey



Gap between measures in place and good implementation

Percent, number of companies = 235

B Wel implemented!
Fairly well implemented?

In place®
Management Targets for women's representation in 51
f top positions
commitment Consist y "
onsistency of company culture
| with diversity objectives 88
B Networking programs/events 58
Women’s
development < Leadership skill building programs a7
programs
Mentoring programs/events 69
[ Indicators 56
Collective | HR processes and policies 60
enablers
Infrastructure, e.g., child care facilities - 43

1 Measures were rated on a scale of 1 - 5, with the exception of management commitment measures, which were rated on a scale of 1 - 4.
“Well implemented” means an initiative was given a top score, i.e., 4 onascale of 1 -4 or5onascaleof 1 -5

2 Scored 4 (management commitment 3)
3 Scored 2 or 3 (management commitment 2)

SOURCE: Women Matter 2012; McKinsey

Take women’s development programs. The

importance of these programs to helping women

overcome obstacles in their career progression
was highlighted in our 2010 report. Our latest
survey shows, however, that while 69 percent of
companies said they had mentoring programs
in place for women, only 16 percent said they
were well implemented, citing, for example, fast-
waning enthusiasm from mentors and mentees
alike. Some interviewees also suggested
women feared association with what some
regard as positive-discrimination measures that
undermine meritocracy.

Likewise, although 92 percent of companies said
they had the CEO’s commitment, only 41 percent
felt the CEO was really making good on that
commitment, perhaps because they felt gender
diversity was still not high enough on the agenda
or because it was not always clear what actions
were being taken to make a difference.

Important too is the finding that a company’s
perceived commitment tends to dwindle further
down the organization. So while 41 percent of
companies said their CEOs were fully committed
toimproving gender diversity, only 25 percent
felt the same about senior managers and

vice presidents, and 13 percent about middle
managers (Exhibit 7). The closer to the front line,
the less support there appears to be for gender
diversity initiatives, suggesting companies still
have considerable work to do to change attitudes
within the organization.

11
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Companies’ assessment of management commitment to gender diversity

Percent, number of companies = 235

100
Not in place 8
In place 22
Fairly well implemented 29

Well implemented

CEOs

SOURCE: Women Matter 2012; McKinsey

100 100
1 19
32

40

32

28

25

Senior managers Middle managers
and vice presidents

Our Web survey uncovered the sameissue. It
asked 1,768 male and female middle managers (or
lower) from some of the companies in the bigger
group to assess the level of commitment of their top
managers and how well various gender diversity
measures were implemented. It found that in most
companies, those lower down in the organization
were less positive than those higher up. It also
showed that men were often less persuaded of the
need for gender diversity initiatives and less aligned
with the initiatives’ objectives, pointing again to the
need to change attitudes. For example, 65 percent
of men felt their companies’ evaluation processes
treated men and women equally. Only 30 percent
of women felt the same (Exhibit 8).

In only 8 percent of the large companies in our
survey do women hold more than 25 percent of
the top jobs.” If the bar is lowered to 20 percent of
the top jobs, then the figure for companies rises

t0 21 percent. Thisis shown in Exhibit 9, which
plots the number of initiatives each company has
putin place from a list of the 20 most widely used
against the proportion of women in the most senior
positions—that s, vice presidents and senior
managers, and executive committee members.

As not all companies gave data on women'’s representation within their companies, this is 8 percent of a subset of the large companies in the

survey. See Methodology for more details.



Women Matter: Making the Breakthrough

Men’s and women’s differing views on gender diversity programs
Percentage of respondents who “strongly agreed”; number of respondents = 1,768!

Do you believe that gender diversity is an important driver of
company performance?

Do you believe your CEO is committed to gender diversity?

Do you believe top management is committed to gender
diversity?

Is your company culture consistent with the objectives of
gender diversity?

Does the evaluation system in your company treat men
and women equally?

Do you think working flexibly (e.g., taking maternity leave,
working part-time) lowers your chances of promotion?

1 Web survey participants. Some 35% of the respondents were female
SOURCE: Women Matter 2012; Web survey; McKinsey
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Number of initiatives in place relative to the proportion of women in senior positions

Number of companies = 123!

Percentage of women at executive committee and senior management/vice president level

45 p
Operating .
with a 40 F
diversity
advantage 35 N6
5% °
30 F
25 ° —= =
® °
°
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[ ]
15 | o
° o
Limited 0lg ® .
diversity N=16 = °
practices 5 F 15% °
°
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———————— 25%
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Number of measures

Making
progress with
diversity

20% (top quartile)

13% (average)

Investing in
diversity, but
no impact yet

1 Companies with more than 10,000 employees and/or revenues greater than €1 billion, and that provided data for women at these 2 levels

SOURCE: Women Matter 2012; McKinsey
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Our research looked at what distinguishes

the best performers, concentrating on those
“making progress with diversity”—that is, those
in the top right-hand quadrant of the matrix

that have between 10 and 20 initiatives in place
and 20 percent or more top positions filled

by women. (The number of companies in the
top-left quadrant is too small to be of statistical
significance.) What these companies have in
common, besides a critical mass of initiatives,
is a high level of CEO and top management
commitment, a rigorous system for monitoring
women'’s representation within the company,
and a culture sympathetic to the aims of gender
diversity programs. They also drive through the
initiatives they choose.

Exhibit 10 illustrates this. It shows how companies
scored in these areas compared with companies
in the bottom left-hand corner of the matrix

in Exhibit 9 —those with “limited diversity
practices.” So, for example, when it comes to top
management commitment, the average score was
3.1 versus 1.7 out of a possible 4. And 40.5 percent
of theinitiatives taken by those “making progress
with diversity” were judged to be wellimplemented,
compared with 17 percent for the others.

The majority of companies—66 percent—sitin
the bottom right-hand quadrant. They too have
between 10 and 20 initiatives in place but fewer
than 20 percent of women in top positions. It is
important to note that a number of the companies
here have only recently started to focus on gender
diversity, so may see results given more time.
Many others, however, express frustration at the
slow rate of progress despite their considerable
efforts. For them, something more than extra time
is needed.

What counts: management commitment, tracking, culture, and

diligent implementation
Number of companies = 123!

Percentage of measures judged to be well implemented

Gender diversity on CEO’s agenda?

Top management commitment2

Company culture aligned with gender diversity objectives?

Number of indicators used to track female representation

l:l o Making progress with diversity

C Limited diversity practices
40.5
17.0

|

18 2.9
|

17 3.1
I

16 3.0
I

6
3

1 Companies with more than 10,000 employees and/or revenues greater than €1 billion, and that provided data

2 On a scale of 1 - 4 where 4 is well implemented
SOURCE: Women Matter 2012; McKinsey



A gender diversity program, like any other
major corporate change program, depends
upon there being recognition throughout a
company of the importance of the goal and a
rigorously planned and executed campaign
toreachit. Initiatives will need to be taken in
each part of the ecosystem. But our research
suggests that unless these are supported by four
fundamental elements, companies are unlikely
to make the breakthrough they seek, as good
implementation depends upon them.

Firstis visible commitment from the CEO to
help make sure gender diversity is part of the
company'’s strategy and clearly communicated
as such. The program has to be seen to be not
just a set of initiatives but more a way of life, with
top managers showing their commitment day
in, day out until gender diversity becomes the
status quo. Nothing will compensate for the
lack of such commitment, which will have to be
sustained over a considerable period of time.

The second is a detailed understanding of
women’s representation at every level within the
organization both to track progress and to know
where the obstacles lie. The third is a campaign
toinfluence the mindsets that halt women’s
progress. And the fourth is the precision
targeting of initiatives at a company’s own
particular stress points, because the reasons
for women failing to reach the top differ between
companies and at each section of the pipeline.
The combination of these four elements will
ensure initiatives are both well implemented and,
ultimately, effective.

1. Make senior management commitment
more visible

Companies are in no doubt as to the importance
of the CEO’s commitment. But intention alone will
not suffice. As the research has shown, the CEO
needs to convince others of the need for change
to help make sure gender diversity objectives are
embraced throughout the organization. To flag
their commitment, leaders should:

15

Make a compelling business case for
gender diversity. The need to hire and retain
the best can be reason enough, but there are
other reasons too. One company in our survey
felt it needed more women to sustain client
relationships given the number of women in
the organizations it served. Another felt that
although its product was consumed mainly by
men, women often made the buying decisions
and so female employees would deliver more
penetrating consumer insights. A third spotted
alink between the number of senior women in
its sales force and higher sales, and a fourth
saw gender diversity as key to its reputation
as an employer. Our own research has shown
alink between the specific leadership skills
that many women have and the way these
contribute to stronger organizational and
financial performance.®

Lead by example. Many companies said
momentum for change took hold when the
executive team made visible its support for
women by, for example, appointing women into
top positions or ensuring women were among
the candidates considered for promaotion.
Creative solutions might be required. One

CEO wanted to flag the importance of gender
diversity by putting more women into top roles
quickly. But as no position on the executive
committee was about to become vacant and
the CEO was reluctant to create anew ong, he
instead formed a management committee with
responsibility for allimportant strategic issues.
Several women now sit on this committee.
Sponsorship, as opposed to mentorship,

is powerful too. It entails senior executives
taking personal responsibility for creating
opportunities for women and acting as their
champions. One company discovered that once
its board members became sponsors, senior
managers were eager to follow suit and take on
what came to be seen as a prestigious role.

2. Know the numbers

Companies that begin with a robust, fact-based
understanding of their starting point are 2.4
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times more likely to transform their companies
than those that are less well prepared.® It helps
them detect the obstacles they need to tackle,

to set realistic but challenging goals, and to track
progress. Relatively few companies in our survey
had such an understanding of their starting point.
But if women drop out of the career pipeline for
different reasons at different stages, knowing the
numbers is an essential starting point. The data
should go deep and include, at a minimum, the
proportion of women in a company’s business
units at each level of employment, the pay

levels and attrition rates of men and womenin
comparable positions, and the ratio of women
promoted to women eligible for promotion.

In addition, companies need to set clear targets for
each part of the business. In this way, more people
engage in change, taking individual responsibility
forimproving women'’s representation rather than
seeing it as the preserve of the human resources
department. Alarge European public organization
has taken this approach. Each department has

an annual target for the representation of female
middle managers up until 2014. The targets take
into account each department’s starting position
and other specific circumstances, but add up to
an overall target of 30 percent by 2014. Progress

is published regularly, and the departments are
encouraged to compete with one another to

Knowing the numbers: A case study

recruit the most talented women by advertising
what they are doing to make their departments
great places to work.

Incentives can help. At one company, line
managers’ bonuses are partly related to meeting
broad targets for promoting women, although
strict quotas are avoided to ensure that only the
very best are selected. Setting targets can create
a dilemma, with management fearing that it could
undermine the credibility of women already at
the top. Not setting them can be problematic
too. One executive put it like this: “| was against
targets at first, but after seven years of soft
measures with no substantial impact, | have
come to believe it is the only way to really make a
change.” If targets are rejected, then something
else with teeth is likely to be required—perhaps a
regular report on progress and an explanation in
the absence of any.

The sidebar, “Knowing the numbers: A case
study,” describes how one company went about
setting a target for the number of women in
senior positions.

3. Tackle mindsets

The best of efforts may fail unless people
change the way they think. So, for example, if the

One company built a diagnostic tool to understand the gender balance at every level
among its more than 100,000 employees, then simulated what would be required

in terms of hiring, promoting, and retaining women in order to increase the number
of senior women managers. This helped it set what it felt would be an achievable
and, just as importantly, sustainable target (subject to local legal requirements). It
was particularly anxious not to move too quickly and risk compromising a highly

meritocratic corporate culture.

With the overall target set—25 percent of women at managing director and director

level by 2018 —each division was then given its own metrics for hiring, promotion, and
turnover. With these targets in view and the knowledge that the bar for promotion could
not be lowered, managers were forced to look harder for women of high potential and
to start working with them earlier to develop that potential.



prevailing view is that aspiring managers need to
make themselves available anytime, anywhere,

it will inevitably be more difficult for some women
to flourish. “The 24/7 mentality is very much

part of our culture. Anything less is seen as lack
of commitment to the company. Itis one of my
priorities to tackle this,” one executive said. Our
research, cited earlier, also revealed how few
senior and middle managers appeared to think
gender diversity was an important goal.

McKinsey work has shown that corporate
transformations that address the underlying
attitudes that prevent change are four times more
likely to succeed than those that tackle only the
symptoms of resistance.!® The particular mindsets
that hamper gender diversity vary depending on
the country and corporate culture, although the
listis long. Sometimes there is an unchallenged
view that positions requiring long hours and lots
of travel will not suit women. One executive even
said that people within his company felt the top

Influence of corporate culture on gender diversity initiatives

Percent, number of companies = 235

Consistency of company
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jobs somehow belonged to men. The biases of
others are more subtle. Some companies are
reluctant to give women the tough but still helpful
feedback that everyone needs on their way to
the top, and some men are reluctant to develop
mentoring relationships with women for fear that
the relationship might be deemed inappropriate.
Others feel more comfortable promoting those
who behave and think most like themselves—in
other words, men—and fail to appreciate different
leadership styles.

By visibly driving gender diversity, CEOs are
already challenging set behaviors, sowing the
seeds of cultural change. But more is needed.
Companies must understand the unhelpful
attitudes and beliefs that prevailamong men and
women alike in their companies, then work to
change them. Exhibit 11 shows the link between
what survey participants judged to be a corporate
culture supportive of gender diversity goals and
the number of well-implemented initiatives.

B wel implemented!
Fairly well implemented?

In place®

culture Percentage of
with gender measures well
diversity aims* Number of initiatives® implemented
Highly

21

Not consistent

B - -

1 Initiatives were rated on a scale of 1 - 5, with the exception of management commitment initiatives, which were rated on a scale of 1 - 4. "Well
implemented" means an initiative was given a top score, i.e., 4 on ascale of 1 - 4 or 5onascaleof 1 -5

2 Scored 4 (management commitment 3)
3 Scored 2 or 3 (management commitment 2)

4 Interviewees were asked whether they felt their company’s culture was aligned with the aims of a gender diversity program
5 Out of a list of 41. See Methodology for further details. Numbers are rounded

SOURCE: Women Matter 2012; McKinsey
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The sidebar, “Changing attitudes,” describes
some of the measures companies in our survey
have taken to instilla more supportive culture and
which have worked well. Getting senior men and
the skeptics involved is key.

4. Targetinitiatives at the particular
challenges your company faces

Knowing the numbers and prevailing mindsets
will help companies understand where they
need to focus their efforts. Because employees
have limited tolerance for special initiatives, early
impact is important.

Changing attitudes

One of the most intractable problems companies
faceis having too few female internal candidates
to consider for promotion to top positions.

Setting targets for gender diversity throughout
the organization will help, as discussed; so will
sponsorship by senior executives to make women
more visible and training to counter biases. But
initiatives will need to be tailored and then targeted
at each company’s own stress points. Here are
some of the initiatives that companies in our
survey found worked particularly well at different
parts of the pipeline.

Companies in our survey described a range of initiatives they had taken to overcome
biases and change attitudes in their companies in relation to women’s representation in
senior management. One went to great lengths to understand junior women'’s concerns
about promotion, then worked to overcome them. Another strove to understand the
biases that might be at play in the promotion process and found, for instance, that
women were often judged on their performance but men on their potential. It set up
training courses for managers to shift perceptions. The same biases might be at play in
recruitment. One company told us: “We organized an audit of our recruiting processes
and found, to our surprise, that recruiters tended to be more critical of female than male
candidates. As aresult, we organized training for the whole recruiting department.”
Getting the skeptics involved can prove effective. One company made a point of asking a
manager who seemed uninterested in gender diversity to lead a diversity training course.
He is now one of the company’s most vocal supporters of diversity and inclusion.

Companies should not be afraid to target the attitudes of their top teams too, as gains
here will radiate through the company. One international company set up a discussion
group for 10 of its senior managers, mixing women with men and those who believed
in the benefits of diversity with skeptics. To show the importance of the sessions, the
most senior executives were asked to host them—the CEO in some countries. The
sessions started on uncontroversial ground, looking at the criteria deemed important
for promotion such as an outstanding performance record, influential sponsors, and
close relationships across the company. But then the probing started. Why do women
sometimes struggle to fulfill the criteria? Could it be because sponsors are less willing
to back women who might need maternity leave or have other outside commitments?
And are women perhaps not being given the opportunity to prove their worth because
assumptions are being made about what they want, which stops them being considered

for bigger roles?

Following the sessions, a number of participants said they had reexamined their
behavior and returned to their own divisions determined to make invisible mindsets

visible, then change them.



Those companies that still struggle to recruit
women will have to alter women’s perception

of them. One global bank worked with schools

to educate teenage girls about the range of
opportunities in the firm and their appeal to
women. They then kept in touch with these young
women throughout their college education and
offered summer internships. The proportion

of women at entry level rose significantly, to

44 percent last year.

Consider and plan forawoman’s entire career.
Anticipating women'’s career needs and planning
for them can encourage women to return to work
after maternity leave or take on the challenge

of apromotion. The aim is to make the most of
awoman’s talent at every stage of her career,

be it when she is working full- or part-time, on
maternity leave or newly returned, or able to

travel more or less. One international bank has an
accelerated development program for women of
high potential, the aim being to get them further
along their career paths before they have children,
as more senior women tend to be more likely to
return to work.

Avoid “women-only” solutions. Although
many companies offer flexible working
programs, working less than full-time is still
often seen as arisky career move that can deter
women from making it. Flexible working is likely
to be a successful initiative for promoting gender
diversity only when it ceases to be regarded as
the preserve of women with dependents. One
company turned a corner when men began
taking advantage of its program. Eventually

the tipping point was reached at which flexible
working became commonplace, and, over the
course of five years, the senior management
team was transformed.

Role models also help. Senior leaders, male
or female, who discuss their flexible working
patterns can demonstrate both their commitment
to the company and their personal success.
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Unblocking the pipeline at entry and middle
management level will increase the pool of women
suitable for senior positions. Butitis not justa
numbers game. As we have said, mindsets count
100, and capable women can get overlooked.

One diversified company thus devotes an entire
session in its succession planning process to
discussing women. The aimis to force businesses
to consider high-performing women and look for
ways to create an environment in which they can
contribute and succeed, rather than coming up
with reasons why it will be hard for them to do so.
Another company found it was promoting very few
women in Asia. Closer examination revealed that
by the time it turned to considering which women
might be tomorrow’s leaders, many already

had commitments in their personal lives that
made it hard for them to gain critical international
exposure. The company therefore lowered the
required seniority level for those being considered
fortop management roles, helping to keep more
women moving through the pipeline.

The path to greater gender diversity is clear.
Corporate leaders must take responsibility

for making change happen and ensuring that
obstacles are properly identified and then
removed with the right initiatives. That route
might sound straightforward, but as any
company that has embarked on the journey
knows, it takes dogged, sustained commitment.
The ultimate goal is for gender diversity to
become hard-wired into a company’s culture.
Some companies in our study appear to be
reaching that goal. But for others, it is still

some way off, and progress will depend upon
diligent, intelligent implementation of a gender
diversity program, helping to ensure the
precious resources devoted to raising women’s
representation have sustainable impact.
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Women are underrepresented at the top of corporations in all the European countries in our survey.
However, the key issues vary, and companies will need a country-specific approach to make sure they
implement the right set of measures.

In the United Kingdom and France, companies are investing heavily inimproving gender diversity.
Indeed, French companies are, on average, doing more than most in terms of the number of initiatives
undertaken. But in both countries, companies in the survey are not yet seeing the impact of their
efforts. In addition, they have broadened their diversity programs beyond women to include other
underrepresented groups.

In Belgium and Luxembourg, companies score well on CEO commitment and supporting
infrastructure. However, in both countries, companies have, on average, implemented fewer measures
(19 versus a European average of 24), and these are not well balanced across the ecosystem. Only 1in 10
companies have a range of measures in each part of the ecosystem, compared with a European average
of 1in 3. Women’s development programs are relatively uncommon. Future priorities are to better
understand women'’s representation within the company, to define targets for women in senior positions,
and to build management commitment.

Inthe Netherlands, companies score highly on top management commitment and development
programs but are aware that the impact to date has been limited. A particular challenge for Dutch
companies is to promote women to middle management, as they have proportionally fewer women at
this level than their European counterparts. Unless this issue is resolved, it will be hard to fill more senior
management positions with women in the near future.

Losing high-potential women when they decide to have children is of particular concernin the Czech Republic,
where statutory maternity leave is up to three years. As women on maternity leave account for some 10
percent of companies’ workforces, the challenge is how to encourage women to rejoin the workforce
and then reintegrate them well.

Italian women work less, on average, than their European counterparts: the female employment rate is
46 percent compared to an average of 62 percent in Europe. Those women who do work tend to work
fewer than half the hours worked by men. Italian companies are committed to developing high-potential
women, but they lag other countries in two key areas: monitoring diversity indicators and offering training
programs for women.

German companies have made tremendous efforts in the past year to increase the number of women
in senior management positions. They have more human resources processes and policies than the
European average. Their efforts will take time to bear fruit, but initial success was registered in 2011,
when 16 percent of new executive committee positions went to women.
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This benchmark survey focused on large and medium-sized companies in eight European countries:
France, the United Kingdom, Germany, Italy, the Netherlands, the Czech Republic, Belgium, and
Luxembourg. A total of 235 companies were surveyed, 75 percent of which had more than 10,000
employees and/or annual revenues greater than €1 billion.

The survey was both qualitative and quantitative. Each company was asked to complete or
participate in:

e A quantitative questionnaire to record women'’s representation at different levels within the
organization. Fifty-eight of the 235 companies did not share this data, either because they did not
record it or preferred not to do so.

e A qualitative interview with a senior human resources executive, the executive responsible for
diversity, or another top executive or board member. In some instances, the CEO gave the interview.
The purpose was to understand each company’s approach to gender diversity and the impact. In
particular, the interview assessed the number of initiatives the company had put in place to promote
gender diversity and how well they were implemented. The latter was gauged by the interviewees
themselves according to how broadly they felt any given initiative was applied and communicated.
So, for example, some companies had targets for the number of senior women in the company but
no action plan for achieving them. Some had an action plan but did not communicate the results.
Others did both. Likewise, some companies had a skill building program in place for potential women
leaders, but if it was not available in all geographies or if many women were not aware of its existence,
it was not judged to be particularly wellimplemented. Interviewees thus rated each initiative on a
scale of one to four (for all initiatives related to management commitment) or one to five (for all other
initiatives). One indicated the initiative was not in place and four or five that it was well implemented. All
235 companies participated in these interviews, the results of which have been interpreted as each
company’s view on its own gender diversity program.

e Anoptional, Web-based survey completed by 1,768 mainly middle managers and lower in companies
in Germany, France, the Czech Republic, and the United Kingdom. The purpose of the survey was
to give participating companies insight into the effectiveness of their gender diversity programs as
perceived by their own employees.
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The gender diversity ecosystem

McKinsey’s Women Matter 2010 report showed that gender diversity was best supported within a
three-part ecosystem and identified a total of 41 measures and initiatives that fell within that ecosystem.
These are the initiatives that our interviewees were asked to assess in their companies. They are listed

below by category.

Top management commitment

e Place onthe group CEQO’s strategic agenda

e CEO’s commitment

e Executive committee’s commitment

e Senior management’s commitment

e Quantitative targets for women’s representation in
leadership positions

e Consistency of company culture with gender
diversity objectives

e Actionstoincrease men’s awareness of gender
diversity issues

Women'’s development programs

¢ Networking events/programs

¢ |eadership skill building programs

e Use of external coaches

¢ Mentoring programs with internal mentors

e Programstoincrease proportion of potential
women leaders

Collective enablers

Indicators

e Gender representation overall and at certain job
levels

e Gender distribution at different stages of the
recruitment process

e Salary differencesin equal positions

e Gender representation in promotion rounds

e Promotion rates by gender at different levels of
seniority

¢ \Work satisfaction levels by gender

e Participation rates in training programs by gender

e Participation rates in mobility programs by gender

e Attrition rates by gender

Collective enablers

Human resources processes and policies

e Processes that overcome gender biasesin
appraisals

e Fvaluation systems adapted so that flexible
working is not penalized

e FEvaluation systems that recognize different
leadership styles

e Gender-targeted recruiting events

e Actions toimprove share of women applying for
and accepting positions

e Processes that overcome gender biasesin
recruiting

¢ |nternal quotas for women in managerial positions

e Processes to retain top performers who may want
toleave

e | ogistical flexibility (for example, remote working)

e Career flexibility (for example, leave of absence,
option to alternate periods of part-time and full-
time work)

e Policy to schedule meetings only during business
hours

® Program to smooth transition before, during, and
after maternity leave

e Guarantee to keep similar or better position when
returning from leave of absence

® Regular, individual contact with human resources
department or management to define career path

Collective enablers

Infrastructure

e Office concierge service

e Office-sponsored home concierge service

¢ In-house or external child care facilities

e Services for sick children (for example, nursein
attendance athome)

Mobility support (for example, finding schools for
children)

e Job search program for spouse or partner
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