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The DTI drives our ambition of
‘prosperity for all’ by working to
create the best environment for
business success in the UK.  We
help people and companies become
more productive by promoting
enterprise, innovation and creativity. 

We champion UK business at home
and abroad.  We invest heavily in
world-class science and technology.
We protect the rights of working
people and consumers.  And we
stand up for fair and open markets
in the UK, Europe and the world.

Introduction

One of DTI’s strategic priorities is to maximise potential in
the workplace, helping to create organisations with high
productivity, value and skills.  We want to raise skill levels
to produce high value jobs in high performance
workplaces, where people can realise their full potential
whilst maintaining a healthy work-life balance.  As part of
this drive, we will encourage business to make better use
of innovative working practices, modern management
techniques and good leadership, working in partnership
with employees and their representatives.  We will also
promote diversity, fair treatment and work-life balance as
routes to raising levels of participation and improving
employee motivation and creativity, so raising productivity.

This report has been supported by DTI and is part of its
ongoing strategy to address the issues mentioned above.
We are continuing to work with employers, as well as
employees, to understand diversity issues as well as
identifying the reasons for the severe under
representation of women in the IT sector.

As the number of women in IT and IT related jobs
remains disappointingly low, both in recruitment and
retention, we need to understand why that is, and once
understood look for ways to address the issues.

We hope you find this report of interest and that is
stimulates greater debate both within industry and
interested groups.
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The Intellect Women in IT Forum,
supported by DTI, was set up to
encourage more women into the IT
industry, and once in it, to stay in it.  
The Forum has over 100 members from
the Private and Public sectors,
networking groups and academia.  Since
early 2003 the Forum has had two
strands of activity – a research
programme and a series of sessions to
share best practice and ideas about how
to recruit, motivate and retain women in
the IT industry.  Specifically we have
been focussing on the emerging issue
that women tend to leave the IT industry
when they are in their 40s and 50s, and
we would like to understand this issue
more in order to address it.

This report is the outcome of the first
phase of our research project.  One of
the issues about increasing the number
of women in IT concerns the availability
of published data.  Another is the lack of
a ‘business case for diversity’ – the hard
financial case which clearly
demonstrates the link between effective
diversity strategies and programmes,
and increased women in the workforce, 

and the profitability of organisations.  
We wanted to gather together in one
place and summarise as much of the
existing body of knowledge about
women in IT as possible.  We also
wanted to take a hard look at the issue
about creating a viable case study and
better understand the issues.

For the first time, in this report, we are
able to see the breadth of work that has
been undertaken and is still in progress
on this subject.  That is both welcome

Foreword
Rebecca George 
Chair, Intellect Women in IT Forum
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and positive.  It is clear that there is a
great deal of interest in the subject, in
the private and public sectors, and in
academia.

We are also able to understand with
more clarity the issues around creating a
viable business case for diversity.
Exemplas have explored, and explain,
the reasons why it is hard to collect hard
data, translate it into a business case,
and relate it to the bottom line of a
specific business.

In undertaking this piece of research
two follow on actions have emerged.
Firstly the DTI have a benchmarking
service which at the moment is used to
benchmark the financial viability of
companies against peer companies, and
also to benchmark them as ‘high
performance’ companies.  We are now
starting a series of pilots, using this
benchmarking service, to see if there is
a correlation between strong financial
performance and a diverse culture.
Additionally, Exemplas have started
work on a Diversity Assessment Model,
which aims to identify the data points

required to build the business case for
diversity.   We will be tracking these
follow on actions through the Women in
IT Forum during 2005.

The second phase of our research
programme with Exemplas is to gather
more evidence about why women leave
the IT industry in their 40s and 50s.
Anecdotally we believe it is to do with
culture – women tend to leave the IT
industry for environments where they
have more control, or more flexibility, or
working hours can be managed more
easily.  During phase two of our
research programme we hope to gather
more evidence in order to put forward a
set of recommendations which will
retain women for longer in the IT
workforce in the UK.

http://www.intellectuk.org/sectors/
it/women_it/default.asp
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1. Introduction

Organisations want to get the best from
their talent pool.  Employers want to
harness the business potential of
diversity and to that extent, are looking
to develop and align their business
cultures to make diversity strategies
work in their organisations.  And yet,
organisations are unable to quantify just
how big this cost is to their bottom-line.
The report will examine what is meant
by diversity, outline the business
justification of having a diverse
workforce and explore specifically why
women are fundamental to the
prosperity of organisations.

The UK IT industry has a problem with
the recruitment and retention of women
and currently more women are leaving
the industry than are joining.  This
report, aimed at senior decision and
policy makers in IT companies, will
examine female employment in the IT
sector and the reasons why women are
leaving the industry at various points in
their careers.  In the Final Report,
current practices, such as flexible
working to encourage work-life balance,

in the IT and other sectors will be
examined.  We will attempt to identify
best practice with regard to retention
strategies.

At the end of 2003, the DTI ITEC Skills
team contracted with Exemplas Ltd to
undertake primary and secondary
research to help develop the business
case and identify best practice strategies
for retaining women in the IT
professions.

The research approach and methodology
was broken down into two phases:

Phase One through a combination of
primary and secondary research set out
to examine:

• what is meant by diversity?
• the costs to organisations of ignoring

diversity
• the benefits of incorporating issues of

diversity into business strategies the
design and creation of a cost matrix
setting out the business case for
diversity with specific emphasis on
the ICT sector
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• to present our report and findings to
the Women in IT Forum Steering
Group including a summary of our
recommendations regarding the
business case for diversity

Phase Two of the project proposed the
following:

• identify from secondary research,
practical solutions to the problem of
why more women are leaving the
sector than are being recruited

• examine practices currently being
employed in the ICT sector to retain
women and;

• examine relevant research from other
sectors to see if there are any
successful practices that could be
equally applied to the ICT sector

2. Phase One Research Findings

Primary research took the form of three
Focus Groups made up of nineteen
women and one man from a range of IT
organisations drawn from a target group
of companies selected by the Women in
IT Forum.  The majority of Focus Group
attendees were in HR management, but
there were some technical staff.
Additionally, considerable efforts were
made:

• to follow-up by telephone participants
promising to provide data

• to capture the views of those who
could not attend the Focus Groups
through a tailored questionnaire and
online discussion forum.

The secondary research, which took place
over the last six month, has been a wide-
ranging review of the existing published
research from government, academic,
commercial and popular sources.  It also
includes an overview of current ongoing
research in the area of diversity.

2.1 What is Diversity?

Diversity can be defined as the range of
visible and non-visible differences that
exist between people.  Managing
diversity harnesses these differences,
creating a productive environment in
which everyone feels valued, where
talents are fully utilised and in which
organisational goals are met.

2.2 Issues Around Women in the
IT Sector

• Women are under-represented in IT
employment and their numbers are
falling steadily.  They currently make
up about 20% of the IT workforce and
from 2002-2003 their numbers fell by
3%.  In the same period the gender
balance has worsened.

• Women are particularly under-
represented in technical and senior
roles.  Just 12% of software
professionals and only 15% of IT
managers are women.  Women are
more strongly represented in lower
level IT occupations than in higher
status and higher paid ones, reflecting
the extent of vertical gender
segregation in the sector.

• Recruitment Issues: Women are not
attracted to careers in IT and the
industry is affected by image problems.
Many women perceive the sector as
‘nerdy, geeky and too technical’. The IT
industry has a poor stereotyped image
from a woman’s perspective and
women complain they feel excluded in
such a male-dominated industry.

• A lack of strong female role models
discourages many from entering the
industry and can be a factor in why
women leave.  Role models are seen
as key in retaining women.
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• Retention Issues:  The IT sector is
losing more women than it recruits.
The retention of senior IT staff is a
critical issue.

• Research into the high drop off rate
amongst women as they reach the
peaks of their careers has uncovered
several reasons, including salary
inequalities, motherhood, lack of
promotion prospects and lack of
adequate training and development.
Undesirable work locations, long
commutes and frequent travel are also
reasons.  Some women leave to
pursue other careers, which may
involve starting a business.

• Work-life balance issues are also
reasons why women are not staying
in the IT industry.  There is anxiety
that flexible working is not compatible
with IT career development, a feeling
that the industry is fast-moving and it
is difficult to keep up with new
technologies and a lot of re-training
would be required for returners.  A
culture of long, unsociable hours, and
‘presenteeism’ exists in much of the
IT sector.  It can be difficult to
maintain family commitments in an
environment where 68% of staff can
work up to 10 hours a day.

Rebecca George, IBM’s Director of UK
Government business and Chairwoman
of the Women in IT Champions Group
has said that more research is needed
to understand why women quit IT:

”We originally thought that women
leaving the IT industry was about work-
life balance policies, but that was very
naïve”, she said, “we thought we knew
what the problem was, but we’re not
making progress………..we think that
women are leaving because of corporate
cultural issues and because they want to

work in an environment where they
have more control”. (57)

Another reason for women leaving later
in their careers is said to be the ‘glass
ceiling’.  Women are perceived as being
less knowledgeable or less qualified
than their male counterparts.

2.3 The Business Case for
Diversity

Despite the growing interest in the
business benefits surrounding diversity
there remains a dearth of the ‘hard’
cost-related data that companies are
demanding in support of the business
case.  Although there were lots of
examples of policies and strategies
found in the research, it became clear as
the project progressed, that there is very
little published information relating to
the IT sector on how diversity impacts
on the bottom line of companies.
Sources of published research were
examined at length for data relating to
the costs of diversity and there was little
evidence of companies undertaking any
systematic measurement of the costs of
diversity.  The information that was
found was sketchy, not undertaken in a
standard or systematic manner,
interpreted in different ways and often
not specific to the IT sector.

Diversity is not uni-dimensional and
issues of gender, ethnicity, disability,
sexual orientation, tenure, age etc, are
multi-faceted and inter-related.  Studies
may examine only selected aspects of
diversity, may not reflect the complexity
of a real workplace, may be specific to
time, location, industry and/or
organisation so that results cannot be
generalised.  The research at best
shows associations between diversity
and company performance, but does not
show causality.
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Some research promotes diversity as a
‘business imperative’, which brings real
business benefits, it is not just social or
political correctness and organisations
must embrace diversity in order to
succeed in a competitive market.  But
these claims are difficult to substantiate
and it is likely that diversity is only one
of a number of factors that have
contributed to improvements in
operating performance.

The major benefits of diversity most
often cited in the research were:

• Reduced Costs:  There are cost
savings to be made by adopting
personnel and business policies that
are inclusive rather than exclusive.
For example the cost of losing an
employee could amount to four times
salary and employee turnover could
cost companies up to 40% of their
annual profits.

• Access to Widest Talent Pool:  A
business is only as good as the people
it employs and organisations that can
attract the best mix of employees,
exploit their abilities, develop and
motivate them will be best placed to
compete in the business environment.

• Improved Creativity, Innovation and
Problem Solving:  Women can
contribute because of their broader life
experiences and responsibilities and
provide a different ‘voice’.  Enhanced
creativity, new viewpoints, learning,
flexibility, organisational and individual
growth and the ability to adjust rapidly
and successfully to market changes
are some of the benefits women can
bring.

• Improved Commitment and
Motivation:  By creating a working
environment where all employees feel

included, valued and rewarded on the
basis of their talents and skills,
companies can increase employee
satisfaction morale and improvement
in the quality and motivation of the
workforce.

• Enhanced Reputation with Clients
and Stakeholders:  Companies need
diverse individuals to reflect diversity
in the marketplace.  The globalisation
of business markets can be seen a
driving force for diversity initiatives.  If
a company’s business is international,
its staff must be able to work across
cultures, mirror and represent their
customers and address any barriers
that might exist.

• Improved Financial Performance:
Empirical evidence on the relationship
between diversity initiatives and
company financial performance
remains sparse and the links are
complex and difficult to quantify.
There is a lack of ‘grass-roots’ data on
diversity, an unwillingness to share
what little data is available and
insufficient testable theory.  Research
demonstrates the benefits of diversity,
which are highly context specific,
difficult to measure and mostly
intangible.  Inconclusive associations
are made between diversity and
improved financial performance.

• There have been attempts to examine
the effects of diversity in management
and the financial performance of
companies.  While diversity and
financial performance are related, it
cannot be said that diversity causes a
certain type of financial performance
or vice versa.  That assertion would
require ruling out all other possible
causes of good and poor financial
performance.
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• Despite the lack of hard evidence that
diversity yields a bottom-line
advantage, managers intuitively
believe that diversity contributes to
increased business process
effectiveness, enabling the value
generation process.  It appears that
few companies are equipped to
assess the impact of their diversity
efforts on their own performance.

2.4 The Costs of Diversity

The Focus Group research revealed that
while most companies had diversity
policies, very few were measuring the
costs of diversity.  One representative of
a company revealed that there had been
efforts to measure the before and after
effects of various diversity measures
implemented and ‘hard’ data had been
collected.  However despite significant
efforts the project was unable to access
this data.  Whether this was due to
concerns about sharing commercially
sensitive data with peers and
competitors, the data not being
complete or an unwillingness to be in
the spotlight of diversity attention, or
other reasons, is not known.

Some of the major costs of diversity
most often cited in the research were:

• Recruitment:  It is estimated that the
cost of replacing a professional
employee or manager can be 100-
150% of annual salary.  A range of
hard costs associated with
recruitment has been identified.
Indirect or ‘soft’ costs of recruitment
are more difficult to quantify, but
potentially add significantly to the
overall cost. 

• Retention:  The costs of staff
turnover can be substantial.  Not only
are there direct financial costs of

replacing staff but indirect costs such
as the loss of skills, knowledge and
experience, intellectual property,
disruption to operations and the
negative effect on workforce morale.

According to the Women in IT
Champions Group (20) which
represents companies employing
about 10% of the UK’s total IT
workforce, 36% of new IT hires in the
first quarter of 2002 were women, but
in the same period women accounted
for 46% of all leavers.  The Group’s
report also found that women were
deserting the IT industry not only
when they have children, but at later
point in their careers.  According to
Rebecca George:

”This drain of senior staff from the IT
industry is particularly worrying and
has a huge impact on the bottom-
line”, she said, “there is an underlying
issue that is not being addressed,
which is about the culture within
many companies”. (24)

• Absenteeism:  Sickness absence
costs UK employers £10.2bn per year
and 30% of this absence may be
related to stress due to job insecurity,
increased workload, rapid change,
long hours and difficulty balancing
home and work.

• Legal Costs:  The legal framework
around diversity is growing and
organisations need to keep their
policies and procedures under
constant review in order to comply
with relevant employment legislation.
Contravening employment law can
have heavy costs including litigation,
tribunals, expensive settlements and
lawyer’s fees, and can also damage
the corporate reputation.
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3. A Cost Matrix – 
Our Conclusions

The project brief was to develop a cost
matrix (i.e. costs X areas of the
business) with specific emphasis on the
IT sector, using case studies from
primary and secondary research to
populate the matrix.  This would enable
companies to determine the costs of
implementing or ignoring diversity within
their business.  An extensive range of
costs and benefits were identified in the
research including those listed above.

The research found no evidence of
causality between the implementation of
diversity strategies and bottom-line
business growth and performance.  We
believe that without ‘traction’ between
cost and benefits there would be limited
value in a Cost Matrix.  The difficulty is
the limited ability of a Cost Matrix to
become a practical tool that can be used

by individual companies to demonstrate
and track the costs and benefits of
developing and implementing a diversity
strategy for their business.  

In our view the flaws in the principle of a
cost matrix as a tool to demonstrate the
business case for diversity are as
follows:

• The Cost Matrix is a one-dimensional
‘take’ on a multi-dimensional problem
– e.g. the links between ‘costs’ and
the ‘performance measures’ on the
Cost and Benefit axis need to be
developed. (See diagram below).

• The Diversity axis is not summative
down, and therefore leads to a range
of ‘partial’ indicators on such metrics
as output or value-added per
employee.  In short, some of the
diversity metrics cannot be formally
costed.
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• Consequently, it is not immediately
obvious to us how a cost matrix can
be used to derive an overall view of
growth and profitability (profitability,
sales volume and employment
growth), company efficiency (added
value per employee, capacity
utilisation etc.), information, planning
and business strategies (strategic
targets, business objectives,
strategies) and operating environment
(competition and market power,
customers, suppliers).

Moreover, the Focus Group discussions
highlighted that the difficulty in
accessing the hard data on the costs of
diversity to populate the cost matrix.
Companies:

• are either not collecting any data, or
• are collecting and interpreting cost in

different ways, or
• can be unwilling to share potentially

commercially sensitive data

This was also borne out in the
secondary research undertaken which
revealed an almost total lack of relevant
data to demonstrate the business
benefit for actively pursuing a diversity
strategy.  The reason for this is that
although a large number of cost ‘pinch
points’ have been identified they have
not been transformed into a bank of data
which contributes to a sense of how
much the absence of a diversity strategy
is costing individual businesses, or
indeed the IT sector overall.

We believe the challenge should be to
develop a mechanism, which can be
translated into a practical tool that can
be used by individual companies to
demonstrate the costs and benefits of
developing a diversity strategy for their
business, and in a way that data and

measurement can be shared as a
benchmark across the sector.  In short, a
way is needed to take the principles of
the cost matrix forward into a data
collecting mechanism that is meaningful
to senior management.

4. Conclusion

The desire to understand what is driving
the current low representation and high
attrition rates of women in the IT sector
means that companies are only just
starting to engage more effectively with
the problems and opportunities they are
facing in the area of diversity.

The consensus is that diversity can
represent a strategic lever to improve
business performance and increase
competitive advantage, but there is little
evidence of any systematic
measurement of costs and benefits of
diversity and research to prove a direct
link between the impact of diversity on
financial success has not demonstrated
causation. 

Managers want to determine if diversity
programmes impact companies’ bottom-
line.  However, the emerging business
case for investment in diversity policies
is complex, fragmented and due to the
lack of quantitative data tends to be
more qualitative in nature.

We propose that additional investment
is made in development of a practical
tool to collect the cost and benefit data
necessary to make the business case
for diversity.
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It is widely perceived that the UK IT
industry has a problem with the
recruitment and retention of women and
currently more women are leaving the
industry than are joining.  Previous
research by the Women in IT Forum (20)
found that women tend to leave the
sector at two distinct times in their lives
– following the birth of children, but also
later in their careers, typically between
the ages of 40 and 50 when they are
experienced, skilled members of staff -
difficult and expensive to replace.

Diversity is being recognised as a factor
in business excellence that can affect
companies’ performance.  Companies
like Microsoft have as much as 90% of
their market value represented by non-
tangible assets such as intellectual
capital, human talent, reputation,
leadership and the ability of
management to execute strategy in a
complex and changing business
environment.  The ability to attract and
retain diverse, talented people rates
more highly than market share in the 
top ten performance measures and 
now companies are addressing this
issue. (39)

This report, aimed at senior decision and
policy makers in IT companies, will
examine the situation regarding the
employment of female workers in the IT
sector; identify reasons why women are
leaving the industry at various points in
their careers; and identify best practice
strategies to address retention issues.
The report will ask, whether diversity
really matters to companies and
examine the costs and drivers in the
emerging business case for diversity.

There is a growing mass of research into
the business issues surrounding
diversity but in contrast there remains a
dearth of ‘hard’ cost-related data that
companies are demanding in support of
the business case.  It is clear from
reviewing the secondary research that
there is little evidence of the impact of
gender diversity on companies being
measured in a meaningful way, or if it is,
organisations are understandably
reluctant to share this potentially
commercially sensitive data with their
peers and competitors.

The Government is driving initiatives to
encourage diversity and persuade

1. Introduction

 



business that there are real advantages to
be gained from embracing diversity in the
workplace.  However, in the very
‘metrics’ driven culture of the IT sector
where measurement drives strategy,
managers of medium sized and large
companies still require convincing that the
bottom line benefits of diversity outweigh
the costs of implementing strategies or
ignoring the issue.  In the report we also
attempt to identify a practical solution to
enable organisations to measure the
bottom-line costs and benefits of
implementing a diversity policy to address
the problems of recruitment and retention
of women in the IT sector.

1.1 Approach and Methodology

The project focuses on the particular
problems in employing and retaining
female workers in the IT sector; what is
meant by diversity; the business
benefits of incorporating diversity into
business strategies; the costs of
introducing diversity measures and also
the costs of ignoring diversity.  The
Interim Report considers whether there
are particular problems in retaining
female workers relating to company size
or particular sub-sectors of the IT sector
and tries to focus on the perspectives of
women currently working in the industry
and those who have left.  Factors such
as skill levels, education, working
practices, remuneration and career
development will be examined.

The report will also demonstrate the
limitations and shortcomings of
attempts to design and create a Cost
Matrix that sets out the business case
for diversity, outlining measurements
and processes which business may
implement to track costs.  As a result,
an alternative approach to measuring the
cost benefits of diversity needs to be
considered.

Primary and secondary research has
been undertaken into the position of
women in the IT sector.  Primary
research takes the form of Focus
Groups made up of women representing
different roles from a range of IT
organisations.  Relevant groups such as
Women in IT Forum, Intellect members,
HR staff and sector recruitment
specialists were invited to participate in
the primary research and the views of
those who could not attend were sought
through a tailored questionnaire and
online discussion forum.  The secondary
research is a review of the existing
published research from a wide range of
government, academic, commercial and
popular sources and attempts to analyse
the current drives towards a business
case for diversity and to identify the
limitations of the research in this
context, especially regarding quantitative
data.  There is also an overview of
ongoing research in this area.

We are aware that some aspects of the
research brief are not addressed as fully
as would have been liked.  It was not
possible to compare fully what was
happening in the various sub-sectors or
in a more representative size range of
organisations.  The Focus Group IT
company attendees were all from large
organisations despite efforts to attract
representatives from smaller companies
too.  The secondary research also
revealed both a lack of relevant
information and data, or if it was
available, it was not specific to the IT
sector.

The second part of the project will look
at practical solutions to the problem of
why more women are leaving the sector
than are being recruited.  In the Final
Report, current practices, such as
flexible working to encourage work-life
balance, in the IT and other sectors will
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be examined.  We will attempt to
identify best practice with regard to
retention strategies and cost benefits to
businesses.  

The remainder of the Interim Report is
organised as follows:

• Section 2 summarises the main
findings of the secondary research
relating to women in the IT industry,
the Business Case for diversity and
the related costs

• Section 3 describes the rationale for a
practical diversity self-assessment
instrument for companies

• Section 4 introduces the findings
from the Focus Groups

• Section 5 provides an overview of
current research projects

A comprehensive analysis of the findings
in section 2 of the main report is given in
section 2 of the Appendices:

• Appendix I is an overview of the
current problems in the IT sector

• Appendix II draws together current
knowledge on the business case for
diversity 

• Appendix III looks at the costs to
business of diversity strategies

• Appendix IV is the list of
organisations attending the Focus
Groups

• Appendix V is the questionnaire for
Focus Group non-attendees

15



16 2. Summary of the
Second Research
Findings

2.1 Women in the IT Industry

Despite women making up nearly 50%
of the workforce, The Labour Force
Survey shows that women are under-
represented in IT employment and their
numbers are falling steadily:

Percentage of women in IT Occupations
1997-2003

1997 27%

1998 23%

1999 26%

2000 23%

2001 22%

2002 23%

2003 20%

(Source:  eskills)

From Spring 2002 to Spring 2003 female
workers declined by 3% in the IT sector,
a significant drop which has not been
seen since 1999, and in the same period
the workforce increased slightly
indicating that the gender balance has
worsened.

Some IT occupations employ substantial
numbers of women mainly in services
roles, although in all cases, men
comprise the majority of employees.
Moreover, women are more strongly
represented in lower level IT
occupations (telephone operators, data
processors) than in higher status and
higher paid ones, reflecting the extent of
vertical gender segregation in the sector.

Women are particularly under-
represented in technical and senior
roles.  Just 12% of software
professionals are women (17% in 2002).
Only 15% of ICT managers and 11% of
IT strategy and planning professionals
were women, both these occupations
have seen decreases in the proportion
of women from 2002 from 19% and
13% respectively. 
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The table above shows that the largest
concentration of female employment
continues to be in database, user
support and operations occupations.
These three occupational areas continue
to account for the employment of over
half of women in IT (as shown below)
and this proportion seems to be growing
at the expense of management and
software occupations.

Percentage of Total (Male + Female) IT Workforce that are Male/Female by Occupation
(2003)

Occupation % Male % Female
Information & communication technology managers 85 15

IT strategy & planning professionals 89 11

Software professionals 88 12

IT operations technicians 70 30

IT user support technicians 75 25

Database assistants & clerks 38 62

Computer engineer installation & maintenance 93 *

* Figure and percentage suppressed due to cell size of less than 10,000

Due to rounding percentage totals may not always equal 100

(Source:  e-skills)

Distribution of Female IT Workforce by Occupation

Occupation % Female 2002 % Female 2003
Information & communication technology managers 21 19

IT strategy & planning professionals 7 7

Software professionals 21 18

IT operations technicians 15 18

IT user support technicians 8 9

Database assistants & clerks 28 27

Computer engineer installation & maintenance * *

* Figure and percentage suppressed due to cell size of less than 10,000

Due to rounding percentage totals may not always equal 100

(Source: e-skills)



2.1.1 Skills Shortages and Gaps

Demand for IT skills peaked in 2001
then the effects of the downturn in the
IT industry have been felt in the
workforce.  Effects such as the ‘bursting
of the dot.com bubble’, industry
changes in practice such as offshore
outsourcing, and reductions in IT
investment in the years since 2001 have
led to a steady fall in demand for general
IT skills since, especially in telecoms and
IT manufacturing. (5)

Analysts are undecided about industry
forecasts with some predicting a
worsening market and others such as
Gartner anticipating growth in areas
such as the public sector and telecoms.
e-skills considers that the downturn has
reached an end with a stable rather than
worsening incidence of company
closures and improving stability in the
labour market. (19)

Diverse IT occupations require a diverse
workforce.  Skills required range from
technical or ‘hard’ skills to ‘soft’ skills
that lead to jobs in systems analysis and
design and database concepts.  Women
are thought to outperform men in
interpersonal skills including project
management, customer relations and
problem solving.

e-skills latest Quarterly Review of the
ICT Labour Market (5) says that
recruitment difficulties vary according to
firm size and industry sub-sector with
large ICT employers and manufacturers
in particular more likely to have hard-to-
fill skills shortage vacancies.  When
asked about the nature of skills
shortages, it was apparent that some
firms are still having difficulty recruiting
the technically skilled staff they need.

Skills gaps in existing staff is another
aspect to consider.  e-skills report that
12% of the IT workforce was not fully
proficient in existing jobs.  This appears
to be a particular concern for telecoms
firms, 32% of which were experiencing
skills gaps, affecting 19% of their staff.
Unlike skills shortages, the skills gaps
were most often associated with the
‘soft’ skills.  Virtually all ICT
establishments with skills shortages
(97%) and over three quarters (76%) of
those with skills gaps thought this was
having an impact on the operation of
their business.

2.1.2 Recruitment Issues

Research indicates that women are not
attracted to careers in IT and the
industry is particularly affected by
problems such as poor image.  Many
women perceive the field as ‘nerdy,
geeky and too technical’.  The image
that many schoolgirls have of IT is more
‘computer geek than computer chic’.
(47)  Frequent adjectives found in the
literature describing female attitudes to
IT careers include: ‘boring’, ‘un-sexy’
and ‘anti-social’.

Women believe the corporate culture in
many IT companies does not support
women’s advancement, companies
don’t strategically and objectively
identify and develop talent, women feel
isolated because they lack role models,
networks and mentors, the demands of
work and career are at odds with having
a commitment to family and personal
responsibilities.  Women also complain
they feel excluded from work social
events, which revolve around golf,
football or the pub.  Even male IT
professionals admit they are seen as
‘pub bores’ who do not really have a life
outside the computer screen.
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Women also feel there is relatively poor
career progression in IT occupations, in
terms of pay and status, as in other
male-dominated areas of work such as
the financial services.  It is also a sector
rife with ageism and appears to strongly
favour the under 40s.  The Focus
Groups showed the average age at MSN
(UK) to be 26.

Women still make up only around one
quarter of students on IT courses, thus
the pool of women available for
employment in the IT industry is smaller.
Women are not queuing to join the
industry whether in IT specialist jobs or
in non-technical roles and make up only
about a third of all applicants to IT
companies, less if only technical jobs
were included in the research. (33)  The
Government is committed to address
the under-representation of women in
science, engineering and technology
(SET) to secure gender equality
encourage women in the IT sector.
Initiatives include the Women and
Equality Unit’s Women Unlimited
Program, the DTI Work-Life Balance
Campaign, Opportunity Now, the Sector
Skills Development Agency and e-skills
UK. (23)

2.1.3 Retention Issues

The Women in IT Champions Group
looked at retention issues, and in
particular relating to the loss of the
expertise and experience of senior
women.  The group undertook limited
preliminary research comparing the IT
sector with other industries and
attempted to identify some work-life
balance best practices, which might
alleviate the situation.  The key findings
(20) included:

• the IT sector is losing more women
than it recruits

• women may remain in IT employment
for less time than men, representing a
substantial cost to businesses

• women are leaving their careers at
two points, as a result of motherhood,
and at a more mature phase in their
careers

• retention issues in the IT industry
appear to be reflected in other sectors
even where there are good work-life
balance initiatives, perhaps pointing to
deeper problems in corporate cultures
of the UK 

The research revealed that although
36% of all new hires in Q1 2002 were
women, in the same period 46% of all
leavers were also women. In a set of
companies where 12% of the
executives are women, 16% of leavers
in that period were women, “Women
are leaving faster than we can hire
them”. 

Research into the high drop off rate
amongst women before or as they reach
the peak of their careers has uncovered
several possible reasons. These include
salary inequalities,
pregnancy/motherhood, a lack of
promotion prospects or lack of adequate
training and development.  Undesirable
work locations, long commutes and
frequent travel are also cited as reasons.
Some women leave to pursue another,
possibly but not always in IT, career,
which may involve starting a business.
The main reasons for this appear to be
the opportunity to take risks, recognition
and acknowledgement, a seat at the
decision making table and more
generous pay - in other words to enjoy
equal rewards to their male
counterparts.

19



2.1.4 Role Models

It is documented that the lack of strong
female role models in the IT sector
discourages many women from entering
the industry which in turn leads to fewer
females at executive level, and this
cycle has been cited as a reason for
women leaving the sector.  There is also
an absence of senior role models whose
success in the business has not been
hampered by their commitment to work-
life balance and or a reduced work hours
schedule. (52)

The DTI’s Women and Equality Unit
sees role models in sectors, such as IT,
where women are under represented,
as a key to retaining women and
challenging the stereotypes of IT being a
male domain or not being family-friendly.
The Government supports and
encourages role models in with
initiatives such as The Wise Campaign
and mentoring projects.

Cranfield University’s Centre for
Developing Women Business Leaders
observes that the recruitment,
development and promotion of
management women is increasingly
seen as a bottom line issue related to
corporate success. (6) 

2.1.5 Motherhood, Returners and
Flexible Working

Women typically leave their careers
following the birth of children, often in
their thirties.  Some women may return
after a period of maternity leave or when
the early years of child rearing are over;
many do not return at all.  Some of the
reasons for not returning are work-life
balance issues common to all sectors
such as wanting extended maternity
leave, part-time working not being
possible for some jobs and the cost of

childcare.  The recent flexible working
legislation introduced in April 2003 has
gone some way to address the rights of
parents, male or female, of young
children to work part-time hours.
Research by Flexible Resources has
revealed that 20% of those seeking
more flexible working hours are
childless. (32)

There are other reasons why women are
leaving more specific to the IT industry.
There is anxiety that flexible working is
not compatible with career
development.  The DTI’s recent report
Flexible working in the IT industry (52)
notes that 74% of senior managers
surveyed felt that conducting their job
on a more flexible basis would bring
with it lower pay, diminished
promotional opportunities and less
interesting project work and activities.
Those in the IT sector do not believe
senior managers are leading here by
example and 55% of those surveyed did
not think their senior managers made
good work-life balance role models.
51% of those surveyed already work
flexible hours but there was no
breakdown between men and women.

There is a feeling that the IT sector is
fast-moving and when a maternity break
is taken, technology moves on to such
an extent that it is difficult for returners
to keep up and a lot of re-training would
be required.  By the time women have
caught up they look like ‘plodders’ rather
than ‘high fliers’ ready for promotion.
When women do return companies
have progressed and maybe their
previous job has changed to such an
extent they have to move sideways, out
or down.  (35)

Rebecca George, Chairwoman of the
Women in IT Champions Group has
said:
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“Successful workforce diversity
initiatives are a key focus for many
companies and much progress has
been made in this area, but initiatives
must be matched by everyday
practices that support a flexible work
environment that is attractive to
working women.  If companies are
serious about wanting more senior
women then their senior executives
need to ‘walk the talk’ and put their
programmes and processes into
practice themselves” (58)

A long and unsociable hours,
‘presenteeism’ culture exists in much of
the IT sector where 68% of staff can
work up to 10 hours a day (52) - difficult
to maintain with family commitments.
Despite having access to the latest
technologies facilitating teleworking,
there are cultural barriers in IT
companies to home and flexible working
and it is acknowledged that some IT
work cannot be a ‘9 to 5’ job.  Flexible
working uptake varies; IBM has a big
part-time working programme and BT,
interestingly with a 98% return from
maternity leave rate, has a very active
home working programme in which
24% women participate.

Smaller companies can find it easier to
accommodate people’s needs.  Absolute
Quality, an IT support and testing
company with 55 staff of which 50% are
women and many are mothers, has very
comprehensive part-time and flexible
work provisions and a pool of temporary
workers on call to fill any gaps or
provide emergency cover. (41)

2.1.6 The Glass Ceiling

A reason for women leaving the IT
industry later in their careers is said to
be the ‘glass ceiling’.  A small research
project in 2000 by MORI looked at

women’s careers in IT.  It found that
60% of the senior women felt they
would hit a glass ceiling in their career,
and 31% of the employers thought they
might be right. (55)

In a survey by Deloitte and Touche in
2001 (45) men thought the glass ceiling
was a ‘non-issue’.  Those who believed
it exists cited the following reason,
“Women are perceived as being less
knowledgeable and/or qualified than
their male counterparts”.  Additionally,
lack of dedication, confidence and
commitment, not promoting
themselves, not having the right profile
and experience were reasons given by
senior males for women not progressing
to director level in companies.

The responses to the Women in IT
Champions report (35) show that
women often feel they have worked
really hard, often harder than men, for
many years and then find the men they
have trained are promoted above them;
or they apply for promotion and are
repeatedly turned down.  Women feel
that, “men with no communication,
social or teamwork skills get promoted
because they’re seen as specialists,
whereas a woman with a more balanced
skills base is seen as having ‘useless’
soft skills”. 

2.1.7 Case Study: BT’s Approach to
Increasing Gender Diversity.

BT recognises that it is crucial that its
staff reflect the diversity of its
customers and are able to meet their
ever-changing needs.  It has introduced
a number of initiatives to ensure that
more women are recruited and progress
in their careers with the company.
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Recruitment Initiatives to Improve
Diversity:

• From the stage of recruitment of
working with employment agencies,
schools, universities, and college
careers offices, representatives of
BT’s diversity networks attend careers
fairs and promote BT as a place for
women to work. These efforts are
reflected in recruitment figures for the
2004 financial year: 32.8% of new
recruits were women – including
42.2% of new graduates and 11.5%
of modern apprentices compared with
22.7% of BT’s total workforce. 

• Career Space Consortium:  To help
address Europe’s continuing shortage
of people with good ICT skills, BT co-
chairs the Career Space Consortium, a
European Public Private Partnership
that encourages people, particularly
women, to acquire engineering and
computer skills. Most of the graduate
and skilled recruits are needed by the
expanding IT, multimedia and e-
commerce units. The general shortage
of people with ICT skills presents an
opportunity to attract more women.

• Equal Pay, Equal Value:  BT recognises
that benefits packages must be
competitive if they are to recruit and
retain the best people.  Its approach to
equal pay encompasses gender,
ethnic origin and disability.

• Set Targets:  BT has set targets for
the recruitment and retention of ethnic
minorities, disabled people and
women.

• Diversity Champion:  BT’s
commitment to diversity is
demonstrated at strategic level.  It has
a diversity champion in the UK who
chairs BT’s Global Equality and

Diversity Forum. The forum is
composed of diversity champions,
senior managers from each business
unit. Senior managers also lead
specific groups, which include race,
gender, age, disability and sexual
orientation. The company also
demonstrates active involvement in
many national and international
networks that promote diversity in the
workplace. 

Retention Initiatives to Improve
Diversity

Attracting the best people is one thing,
keeping them is another.  For BT
attaining its target for the representation
of women employees (25%) is proving
more difficult than for ethnic minorities
and people with a disability.  The figures
show that retention rather than
recruitment is the main barrier. 

• Work Life Balance:  The company has
approximately 7,900 employees
working from home and approximately
5,600 people working part time.
Using innovative communications
technology many more BT people can
work flexibly.  For example,
employees can mix home and office
working, work long and short days and
save blocks of non-working time to
use during school holidays.

• To improve retention in 2003, BT
undertook a review of maternity
packages that led to the promotion of
flexible working to address difficulties
experienced by families with very
young children.

• BT Women’s Executive Network:
Following the Tyson report
commissioned by the UK Government
about increasing diversity on UK
boards, BT Chairman Sir Christopher
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Bland, launched the BT Women’s
Executive Network. This was set up in
2003 to increase the proportion of
women at senior management level.
The action plan includes tackling
barriers to women’s career
progression, increasing role models
and mentors and providing networking
and support. In the 18 months to
September 2003, of those promoted
to management positions 43% were
women and 12% from ethnic
minorities.

The results of BT’s commitment to
increasing the diversity of its workforce
are shown by BT’s ‘platinum’ score in
the recent Opportunity Now
benchmarking exercise. 

2.2 The Business Case for
Diversity

2.2.1 What is Diversity?

Diversity is the range of visible and non-
visible differences that exist between
people.  Managing diversity harnesses
these differences, which creates a
productive environment in which
everybody feels valued, where talents
are fully utilised and in which
organisational goals are met.

How does diversity differ from equality?
Diversity is a broader concept that builds
on the progress made through equal
opportunities.  It focuses on improving
opportunities for all staff, respecting and
valuing people as they are, rather than
expecting them to conform to a
stereotype.  The growing importance of
diversity in the business world is
becoming evident and it appears
companies adopt diversity policies for
three types of reason:  ethical (the right
thing to do), regulatory (compliance with
equal opportunities and anti-

discrimination laws) and economic
(generating financial benefits that
exceed implementation costs).  In most
cases companies adopt diversity
strategies for a range of reasons.

Diversity is not uni-dimensional and
issues of gender, ethnicity, disability,
sexual orientation, tenure, age etc, are
multi-faceted and inter-related.  Studies
often examine only selected aspects
such as gender or ethnicity so that all
dimensions are not captured in one
study; studies that take the form of
classroom experiments do not reflect
the complexity of a real workplace;
research may be specific to time,
location, industry and/or organisation so
that results cannot be generalised; and
the research at best shows associations
between diversity and performance, and
does not show causality.

2.2.2 Issues to consider

The ‘business case’ for diversity is the
evidence needed to convince companies
to consider investments in mostly
intangible human capital assets.  A
persuasive and credible case for
investment usually depends evidence of
costs and benefits.

Some research promotes diversity as a
‘business imperative’. (46)  There have
been claims that workforce diversity
brings real business benefits, it is not
just social or political correctness and
organisations must embrace diversity in
order to succeed in a competitive
market.  But these claims are highly
context specific, intangible, difficult to
measure and it is likely that diversity is
only one of a number of factors that
have contributed to improvements in
operating performance.
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It may be that the relationship between
diversity and the bottom line is more
complex than implied by popular rhetoric
and there are indications that diversity
can have negative effects as well as
positive.  The simple notion that more
diverse groups, teams or business units
necessarily perform better, feel more
committed to their organisations, or
experience higher levels of satisfaction
is not always supported.

Equality and excellence: The business
case (16) suggests that a business case
can be made for diversity in four key
areas:

• the workplace: improvements in
recruitment, retention and performance

• the marketplace: serving an
increasingly diverse and demanding
customer base

• investors: seeking a better return
through improved performance in the
first two areas

• the community: improving corporate
reputation, public confidence and
maintaining a ‘license to operate in the
community’

Businesses now consider that gender
equality is a key tool for survival in the
21st century and a ‘bottom-line’ issue.
There is no ‘one size fits all’ diversity
strategy and as strategies differ, so will
projected benefits.

2.2.3 The Benefits of Diversity 

Reduced Costs:  There are cost savings
to be made by adopting personnel and
business policies that are inclusive
rather than exclusive.  Ernst & Young
has calculated that the cost of losing an
employee amounts to four times salary
and The Hay Group says employee
turnover could cost companies up to
40% of their annual profits. (27)

Attracting and recruiting a diverse
workforce has normal recruitment costs
at each level, but if employee turnover is
reduced because of diversity initiatives,
direct recruitment costs will be reduced
and there will be indirect cost savings
such as reductions in time taken to fill
posts and an increased pool of qualified,
high calibre applicants.

Work-life balance practices are a key
measure in retaining women in
employment.  Organisations are
researching how these measures tie in to
the bottom line and are finding interesting
results.  For example, enhanced maternity
benefits at Xerox (UK) combined with a
more flexible approach to working hours
and location has saved the company more
than £1m over five years through
increased employee retention.  Also,
because BT has a 98% return rate from
maternity leave, due to their flexible
working policies, this saves £3m per 
year on recruitment and induction costs
alone. (32)

Access to the Widest Talent Pool:  A
business is only as good as the people it
employs and organisations that can
attract the best mix of employees,
exploit their abilities, develop and
motivate them will be best placed to
compete in the business environment.
The working population is ageing as
there is a reduction in the number of
young people entering the workforce
and one of the strongest arguments for
increased diversity is to deal with
present or anticipated shortages of staff.

The ‘war for talent’ can take place at all
company levels and functions.  It is
essential to recruit and retain people not
only with the right skills but also the
flexibility to change and improve as the
needs of the organisation change.
There are many talented women, ethnic
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minority individuals and other diverse
groups whose talents are not being
used or developed sufficiently.  This
represents a loss to their employers and
society.  Diversity policies are a
mechanism used by companies to gain
access to talent on a long-term basis.
Qualified and talented candidates are
often attracted to ‘employers of choice’
who show they are committed to
developing a wider array of people. (9)
For example BT reports that equal
opportunities and diversity policies have
resulted in the company attracting 37%
of female graduate applicants. (15)

Improved Creativity, Innovation and
Problem Solving:  Women can
contribute because of their broader life
experiences and responsibilities and
provide a different ‘voice’.  Enhanced
creativity, new viewpoints, challenging
accepted views, learning, flexibility,
organisational and individual growth and
the ability to adjust rapidly and
successfully to market changes are
some of the benefits women bring.

Women’s presence in the boardroom is
said to lead to more civilised behaviour
and sensitivity to other perspectives as
well as a more interactive management
style. (3)  

Improved Commitment and Motivation:
By creating a working environment where
all employees feel included, valued and
rewarded on the basis of their talents and
skills, companies who can increase
employee morale leading to improvement
in the quality and motivation of the
workforce which in turn leads to an
improved company performance.  

Enhanced Reputation with Clients
and Stakeholders:  A diverse workforce
can help organisations achieve a match
between internal resources and external

demands.  Diversity is necessary to
understand the needs and requirements
of particular market segments, increase
the chances of fostering brand loyalty
resulting in greater customer retention
and growth and reflect the diversity of
the marketplace near and far.  The
globalisation of business markets can be
seen a driving force for diversity
initiatives.  If a company’s business is
international, its staff must be able to
work across cultures, literally and
figuratively speak the customer’s
language and address any barriers that
might exist. (3)

The Focus Group discussions
highlighted that many IT companies with
US parents had driven the equal
opportunities and diversity agenda
because US customers are demanding a
visible diversity strategy.  There is a
preference to invest in, trade and do
business with companies with diversity
policies, as companies must be seen to
mirror and represent their customers.

Improved Financial Performance:  Most
researchers agree that empirical evidence
on the relationship between diversity
initiatives and company financial
performance remains sparse and the links
are complex and difficult to quantify.
There is a lack of ‘grass roots’ data on
diversity; an unwillingness to share what
little data is available and insufficient
testable theory.  Research demonstrates
benefits of diversity, which are highly
context specific, difficult to measure and
mostly intangible.  Associations are made
between diversity and improved financial
performance but they are inconclusive.
However, problems linking investments in
intangibles, such as diversity, with
business performance should not
undermine the importance in such
investments, but it does make a robust
business case more difficult.
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In 1997 Business Opportunities for
Leadership Diversity commissioned
research in the US to examine the
relationships between diversity and
business performance.  The
investigation found that despite the
variability in industry contexts, specific
practices and performance measures
examined, the quantitative results were
strikingly similar.  It was found that racial
and gender diversity did not have a
positive effect on performance - at least
not consistently or under all conditions –
but neither does it necessarily have a
negative effect.  There were few direct
effects of diversity on performance -
positive or negative, and this was likely
because context is crucial in determining
diversity’s impact on performance.
Researchers were unable to confirm a
direct link between diversity and a
company’s bottom-line.

Catalyst has recently undertaken a study
(14), which explored the link between
gender diversity in management teams
and the financial performance of Fortune
500 companies.  In the sample of
companies from eleven industries the
companies with the highest
representation of women on their top
management teams experienced better
financial performance for both return on
equity (ROE), which was 35.1% higher
and total return to shareholders (TRS)
which was 34% higher.  Catalyst found
that gender diversity and financial
performance are linked, but could not
say that gender diversity causes good
financial performance, suggesting there
is still much to learn about the role of
diversity in the corporate environment.

In the current economic climate of
growth business leaders want to be
convinced about the benefits of
investments in diversity. In business
where measurement drives action and

measurement justifies the use of scarce
resources managers want to determine
whether the financial benefits of
implementing diversity strategies justify
the inevitable costs. 

Despite the lack of conclusive research,
managers appear to believe that
diversity management does contribute
to increased business process
effectiveness, enabling the value
generation process, despite the lack
hard evidence that diversity yields a
bottom line advantage.  It appears that
few companies are equipped to assess
the impact of their diversity efforts on
their own performance.

Disadvantages:  Diversity does not
come without problems too:

• diversity may generate increased
creativity and solutions but it may lead
to increased conflict among the
workforce as differences of opinion
make it more difficult to agree

• with dissimilarity comes the potential
for reduced understanding.  The
greater the differences between
people, the less one can assume they
share the same knowledge and values.
Consequently communication based
on assumptions may break down

• because of the greater potential for
conflict, misunderstanding and
communication problems there may
be a need for increased management,
which leads to increased costs. (13)

2.2.4 Case Study: IBM

A Tradition of Diversity

Long before women were given the
right to vote, they were being offered
jobs at IBM.  The company was among
the first to appoint women to
increasingly senior professional roles
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when women were primarily employed
in clerical positions and in 1943 the
Corporation named its first female Vice
President.

IBM has a long-standing commitment to
equality to ensure everyone is allowed
to compete on an equal basis which pre-
dates national legislation and can be
traced back to 1935 when Thomas J
Watson Senior, President of IBM, was
quoted in the New York Sun:

“Men and women will do the same
kind of work for equal pay. They will
have the same treatment, the same
responsibilities and the same
opportunities for advancement”.

This was then formalised as a company-
wide policy in 1953 - decades ahead of
legislation. This entrenched belief in
encouraging every employee to reach
their full potential has helped IBM
become an influential global
organisation, where diversity is not only
a moral necessity but helps differentiate
the company in a crowded market place.

Present Diversity Policies

IBM’s inclusive attitude to women
continues to underpin its competitive
business strategy.  Reflective of its
worldwide client base, IBM has a broad
definition of diversity. It states its
intention is not to provide an advantage,
but to eliminate disadvantage:
workforce diversity at IBM ‘excludes no
one and serves as the bridge between
the workplace and the marketplace’.

Within IBM, the principles of diversity
and inclusion extend beyond issues
related to race, gender, or physical
disabilities and include differences such
as culture, lifestyle, age, religion,
economic status, sexual orientation and

marital status. To ensure that people can
contribute at the highest possible level,
IBM insists on a workplace that is free
of discrimination and harassment and
full of opportunity for all people.

Today, support for women in business is
just as important as a proactive
approach to the recruitment and
development of women inside IBM.
Women entrepreneurs are having a
much larger impact on economic growth
than ever before.  The number of
companies owned by women has grown
by 22% in the past four years and today,
women own one third of the UK’s small
businesses.  In order to keep pace with
these changing demographics, IBM has
developed a series of European-wide
initiatives stretching from the classroom
to the boardroom to encourage
innovation and leadership among
women.  For example, IBM has a
partnership with Everywoman to foster
relationships with women-owned
businesses, supporting them with
growth and expansion.

Diversity Initiatives

IBM has a Global Diversity Council
structure supported by IBM’s present
Chairman and Chief Executive Officer,
Sam Palmisano.  The UK Women’s
Leadership team, supported and run by
IBM senior women executives and
leaders is focused on:

“Increasing the contribution of women
to IBM in the UK by creating an
environment which attracts, retains and
develops women in order to address the
skills needs of a business that depends
on people”.

• Talent Management programmes and
education are promoted across the
company

27



• Women in Technology (WIT)
conferences are held regionally across
Europe to promote the technical
advancement of women

• Let’s Step Up Conference: a European
conference that helps to invigorate
and challenge women to progress
themselves

• Network groups such as ‘Women in
Blue’ are set up for women at all
major IBM locations in the UK
encouraging women to exchange
ideas and improve ways of working

• Kids Camps is a multi-activity
exploration programme for employees,
for school age children with activities
to suit all age groups and with a
guarantee they are going to have fun!

• IBM is heavily involved in schools and
university initiatives to help develop
and increase the number of women in
IT.  EXITE (Exploring Interests in
Technology) camps are held during the
summer for girls at middle school to
enjoy and explore technology
opportunities and work collaboratively
on maths and science projects.
TryScience has competitions
encouraging girls to explore
technology by building a website.
IBM employees also share their
experience through IBM MentorPlace.
Adults and students aged 7-18, work
together on academic activities,
discuss careers, and the issues facing
young people. This provides an email-
based one-on-one mentor programme
with professionals as mentors (e-
mentoring).

Work-Life Balance

• Flexible Working Practices:  Including
reduced hours, term time working,
annualised hours, virtual and mobile
working, job share, home working,
career breaks and compressed hours.

• Maternity Scheme: IBM provides a
financial package for women returning
from leave. In addition, the IBM
Maternity Buddy Scheme is an
informal and flexible arrangement that
benefits women who are about to go
on maternity leave and planning to
return to IBM.  Mothers-to-be will be
matched with a ‘buddy’ with similar
business needs and demands, and the
relationship will help supplement the
formal line management and HR
relationships. The buddy will be an
IBM volunteer mother who has
experienced returning to work after
maternity leave and can share her
knowledge and give advice and
support.

• Mentoring practices:  A variety of
approaches exist, all of which are
there to help to demonstrate respect
for each other by listening, showing
appreciation and support. Approaches
vary from management practices for
career development; reverse
mentoring where employees mentor
leaders; skill set groups for technical
career advancement and mentoring
groups by like minded people covering
all areas of diversity, Gay, Lesbian,
Bisexual, Transgender and Ethnic
Diversity included.

IBM remains actively focused on culture
change programmes to become the
employer of choice to attract, develop
and retain key skills.  It continues to
progress in its HR and line management
practices to create an inclusive culture
that supports diversity.
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2.3 The Costs of Diversity

There are costs associated with
diversity:  the cost of the effort to
implement or increase diversity, and the
cost of dealing with the effects of
increased diversity.  Some of these are
one-off and short-term but most are
long-term recurring expenses and none
are easily quantifiable.  For organisations
with little diversity, large costs can be
incurred implementing new practices to
achieve the benefits of a diverse
workforce.  Against the costs, can be
offset the reductions in costs that these
policies may bring.

Companies believe that investments in
diversity programmes lead to a positive
impact both on the workforce and on
relations with customers resulting in an
improvement to the bottom-line in terms
of sales and costs.  Singh, Vinnicombe
et al (1) note that not all diversity
initiatives will necessarily have a positive
impact.  The best programmes succeed
when they are part of a good workforce
management plan.

Poorly managed diversity programmes
can be as harmful as well-run ones can
be beneficial, particularly when
expectations of enhanced opportunities
are raised by the initiative.  Creating
family-friendly policies as part of a
company’s diversity strategy could have a
negative effect and alienate staff that
have no dependents.  Analysis of data
gathered for The Sunday Times 100 Best
Companies to Work For (25) shows that
employees with child dependents are
likely to be more satisfied with their
employers and their jobs than those
without.  But 62% of the employees
surveyed, do not benefit from such
policies because they have no child
dependents.  While employed parents are
well cared for by many companies, the

survey showed a worrying trend – people
who have to care for adult dependents
tend to be far less happy at work.  The
survey showed that more than 30% of
people with adult dependents reported
stress related symptoms at work and the
instances of employees feigning illness to
get time off almost doubled to 13% from
an average of 7.4%.

2.3.1 Recruitment Costs

Dell has conducted its own research (40)
into staff attrition data and has quantified
direct costs per hire for factory line
employees up to senior managers.  It
has estimated the cost of replacing a
senior manager at £85,000 and a non-
senior position at £5,500.  A range of
hard costs associated with recruitment
was also identified including:

• exit interviews
• separation processing
• theft/sabotage
• advertising and agency costs
• temporary staff cover
• overtime
• recruitment administration
• interviewing.

Indirect or ‘soft’ costs of recruitment are
harder to quantify, but add significantly
to the overall cost.  There are also
productivity shortfalls caused by the
various stages in the recruitment
process, both of new staff who may
have less knowledge and experience
and require training to achieve desired
levels of productivity, but also of existing
staff affected by staff turnover e.g. by
lower morale.  There is also the cost of
lost sales and effects on the customer
experience, including defections.  These
costs may be recovered in the longer
term through reductions in employee
‘churn’, greater staff commitment and
improved performance. 
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2.3.2 Retention Costs

Section 2.1.3 above has set out many of
the issues regarding retention of staff in
the IT industry. Employers that do not
address diversity risk poor retention levels.
Having the right employees with the right
skills has a tangible benefit for the
organisation; allowing these employees to
leave results in tangible costs.

The costs of staff turnover can be
substantial.  Not only are there direct
financial costs of replacing staff but
indirect costs such as the loss of skills,
knowledge and experience, intellectual
property, disruption to operations and
the negative effect on workforce morale.
In addition high staff turnover represents
a considerable burden on HR and line
managers if they are constantly
recruiting and training new staff.

As the Gender equality in the workplace
benchmarking report 2003 notes (15), if
staff are not retained, they have in effect
been trained to work against the
company.  Research is limited because
not all companies measure tenure, but
where women have a shorter tenure
than men, there is an impact on the
bottom line as the same amount of
money is invested in training and
developing women, for less return.

2.3.3 Absenteeism

Absenteeism is a significant problem for
employers:

• according to the CBI, sickness
absence costs UK employers £10.2bn
per year.  The Health & Safety
Executive says 30% of this absence
may be related to stress

• The Industrial Society states that the
major causes of stress at work are job
insecurity, increased workload,

change, long hours and difficulty
balancing home and work

• a Chartered Institute of Personnel &
Development survey estimated that
34% of absence is not the result of
illness but is caused by home and
family responsibilities, personal
problems, lack of commitment, poor
morale and the impact of long hours

• The Institute for Employment Studies
has found that employers who provide
child care services for their employees
save an estimated £2 for every £1
spent, due to reduced absence (18)

The costs of absence include:

• temporary cover/overtime to cover the
absence

• reduction in staff morale due to high
absence rate, leading to

• increase in stress-related absence and
more absence in other staff

• loss of productivity, and 
• decline in quality (16)

Staff are often forced to take sick leave
to care for a sick dependent, but also
the stress of working long hours,
especially if combined with domestic
responsibilities, results in high levels of
stress-related absence in many firms.
Stress-related illnesses are responsible
for the loss of 6.5m working days per
year, which costs UK employers £370m
(29).  A recent survey showed that 71%
of workers say they suffer ill health
related to the way they work.  11% of
people admitted to making an error at
work due to fatigue and of these 22%
estimate their errors cost their company
£10,000 or more. (30).  There are no
statistics available for the IT sector.

After introducing work-life balance
measures, BT was able to reduce its
absenteeism rate to 3.1% compared to
the UK average of 8.5%. (38)
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2.3.4 Legal costs

The legal framework around diversity is
growing and currently includes:

• sex discrimination
• gender reassignment
• pay discrimination
• race discrimination
• genuine occupational qualifications
• disability discrimination
• age discrimination
• positive action/discrimination
• human rights

Employees are becoming increasingly
litigious and the courts harsh on those
organisations, which fall foul of
employment law.  Ignoring equality and
diversity issues can result in more
litigation, tribunals, expensive settlements
and lawyer’s fees, and also damage the
corporate reputation.  Contravening
employment law can have heavy costs:

• the cost of legal advice prior to
settlement 

• compensation paid to employees
discriminated against

• staff time required to administer the
grievance process and settle claims
added to these are indirect costs 
such as:

• loss of corporate reputation
• lower morale of remaining employees
• loss of potential recruits, and even
• loss of customers  (16)

As legislation catches up with what is
seen as best practice, organisations
need to keep their policies and
procedures under constant review in
order to comply with relevant UK and
European legislation, and this has cost
implications.  Costs include HR record-
keeping systems, diversity training for
HR staff and communication of new HR
policies.  The extent of these costs will

be influenced by the scale and nature of
existing internal processes and
legislative requirements.

2.3.5 Implementing Diversity Policies

Research has identified a range of costs
associated with implementing workforce
diversity policies (9, 16):

• Specialist staff:  specialist HR or
business units to oversee and support
the process

• Education and training:  staff need
the skills to implement diversity
actions and need to be informed about
new organisational goals, strategies
and policies

• Working conditions and benefits:  to
attract and retain staff from diverse
backgrounds, companies may need to
revise existing employment contracts,
benefits packages and working
conditions to accommodate measures
such as flexible working programmes,
maternity/paternity benefits and leave,
and childcare schemes.  This category
probably incurs the most significant
and recurring costs

• Communication:  throughout
implementation two-way
communication is needed with all
employees to sustain morale, build
commitment and awareness and
reinforce progress, with associated
costs such as materials and staff time

• Employment policies:  new policies,
which state new goals and define
acceptable and expected behaviours,
need to be developed.  The costs
include management and staff time
drawing up policies, reproduction and
distribution expenses
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• Monitoring and reporting:  most
companies set up some form of
monitoring and reporting processes
with associated costs such as IT, staff
and facilities

2.3.6 Risk and Opportunity Costs

The Costs and benefits of diversity
study (9) also identifies risk and
opportunity costs in implementing
diversity measures.  Although non-cash
costs, they can have considerable
impact on businesses especially SMEs.

• Business risks: there are costs
associated with major organisational
or cultural change programmes.  Many
programmes take longer to implement
than planned or fail completely with all
the associated costs outlined above.
Sustainable diversity policies incur
costs, but conversely can save costs
too.

• Opportunity costs:  effective and
sustainable workforce diversity
programmes require considerable
leadership from managers at all levels
and functions.  Commitment and time
is needed to champion change, to lead
an organisation in a new direction, to
overcome obstacles and to maintain
commitment.  Diversion of scarce
management time to diversity actions
reduces time available for other
productive tasks.
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3.1 Introduction

How can you measure the costs, benefits
or success of diversity programmes?
What proof is there that diversity impacts
recruitment, promotion and retention?
Organisations are accustomed to using
numbers to measure bottom line results
– sales figures, employee turnover, profit
and loss are just a few indicators.
Measuring the success of diversity
activities, programmes and processes is
less obvious and it is difficult to quantify.
The Women in IT Champions Group ran
an online survey amongst IT companies
in order to collect this kind of data and
there was a very low participation rate,
possibly it was concluded, because few
companies measure the information
required to track recruitment and
retention in relation to diversity. (20).
Nevertheless, senior managers are
demanding metrics to prove the business
case for diversity and the best return on
investment in diversity practices.

Many organisations are attempting
benchmarking against internal baselines
and other organisations, using many key
areas for measurement, for example:

• recruitment
• retention and career development
• absenteeism
• effects of legislation
• implementation of diversity policies -

flexible working, childcare etc.
• risk and opportunity costs
• culture and values

Diversity is not uni-dimensional or
restricted to gender, it also relates to
ethnicity, tenure and age amongst other
factors.  Additionally, the environment
within which diversity exists is complex
and differs between organisations.
Reviewing diversity outcome/performance
measurement research shows there are
many limitations:

• studies usually examine only selected
aspects, some may be specific to
time, location, industry or size of
organisation resulting in findings that
cannot be generalised

• because of the lack of data either
quantitative or qualitative, the research
at best, shows only associations
between diversity outcome or
performance measures but does not
demonstrate causality (14)

3. Analysing Diversity



SMEs are unlikely to use formal
investment planning or appraisal
processes and may not collect the
necessary data to measure the
elements of diversity; there is little
evidence of systematic measurement of
costs, benefits or intermediate
outcomes.  However, effective
measurement is thought to be essential
to sustain existing programmes and to
build the business case for greater
investment, especially by ‘non-users’.

3.2 A Diversity Cost Matrix

Analysis of the secondary and primary
research undertaken for this project has
revealed that there has been a great
deal of discussion of the importance of
engaging with the diversity agenda in
the IT sector.  However, this has been
matched with an almost total lack of
practical action designed to capture the
relevant data to develop a sound
business case for actively pursuing a
diversity strategy within individual
companies. 

The reason for this is that although a
large number of cost ‘pinch points’ have
been identified (see the discussion of
the Focus Groups in Section 4 and the
Costs of Diversity in Section 2 and
Appendix III) they have not been
transformed into a bank of data which
contributes to a sense of how much the
absence of a diversity strategy is costing
individual businesses, or indeed the IT
sector overall.

The project brief for this research was
to:

• design and create a cost matrix that
sets out the business case for
diversity with specific emphasis on
the IT sector

• case studies from primary and
secondary research will be used to
populate the matrix

3.2.1 Basic Structure

A diversity cost matrix might look as
follows:
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3.2.3 A Practical Tool for Business?

An extensive range of costs and benefit
metrics are included in the cost matrix
but the difficulty we have identified is
the ability to develop a mechanism
whereby they can be translated into a
practical tool that can be used by
individual companies to demonstrate the
costs and benefits of developing a
diversity strategy for their business.  In
short, a way is needed to take the

principles of the cost matrix forward into
a data collecting mechanism that is
meaningful to senior management.

Some obvious difficulties:

• A one-dimensional ‘take’ on the
problem – e.g. the links between
‘costs’ and the ‘performance
measures’ on the Cost and Benefit
axis need to be developed.
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3.2.2 Filling out the Components

There are a huge number of possible
metrics; some examples of longitudinal
measures are given in the diagram
below.  Developing measures is relatively
easy but getting agreement on their
accuracy and value can be difficult.  (26)

 



• The Diversity axis is not summative
down, and therefore leads to a range of
‘partial’ indicators on such metrics as
output or value-added per employee.
In short, some of the diversity metrics
cannot be formally costed.

• Consequently, it is not immediately
obvious how a cost matrix can be
used to derive an overall view of
growth and profitability (profitability,
sales volume and employment
growth), company efficiency (added
value per employee, capacity
utilisation etc.), information, planning
and business strategies (strategic
targets, business objectives,
strategies) and operating environment
(competition and market power,
customers, suppliers).

Empirical evidence on the relationship
between diversity initiatives and
company financial performance remains

sparse and the links are complex and
difficult to quantify.  There is a lack of
‘grass-roots’ data about diversity; an
unwillingness to share what little data is
available and insufficient testable theory.
Research demonstrates benefits of
diversity, which are highly context
specific, difficult to measure and mostly
intangible.  Associations are made
between diversity and improved financial
performance but they are inconclusive.
However, problems linking investments
in intangibles, such as diversity, with
business performance should not
undermine the importance in such
investments, but it does make a robust
business case more difficult.

The project brief is to develop a cost
matrix (i.e. costs X areas of the
business), which would enable
companies to determine the costs of
implementing or ignoring diversity within
their business.  An extensive range of
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costs and benefits has been identified in
the secondary research.  However, the
Focus Group discussions highlighted that
the difficulty will be to access the hard
data on the costs of diversity from
companies themselves to populate the
cost matrix, in order for companies to
use the matrix in a meaningful way to
establish for themselves the costs and
benefits of diversity.  Companies are
either not collecting any data or those
that are, are not collecting it
systematically, and each company has its
own.  Companies are also unwilling to
share potentially commercially sensitive
data, including costs, with their industry
peers and competitors.  The challenge is
to develop a mechanism, which can be
translated into a practical tool that can be
used by individual companies to
demonstrate the costs and benefits of
developing a diversity strategy for their
business, and in a way that data and
measurement can be shared as a
benchmark across the sector.  In short, a
way is needed to take the principles of
the cost matrix forward into a data
collecting mechanism that is meaningful
to senior management.

3.3 An Analysis Tool

An analysis tool is needed to provide
individual companies in the IT sector
with the means to engage in a process
of self-assessment on the issue of
diversity.  The principal objective would
be to focus on those areas of the
business, which have a direct bearing on
the performance of the company.

Current measurements of diversity
policies focus on:

Programme implementation:  Activities
to establish a diversity policy such as
investments in training, communication,
creation of policies, establishment of

support networks, diversity-related
employment benefits, top management
commitment and time and creation of
new organisational structures.

Intermediate outcomes:  Measuring
outcomes such as changes in workforce
demographics and employment
culture/working environment as a
mechanism for gauging progress.
Understanding diversity within the
organisation: knowing how diverse its
staff is and where diverse individuals are
in the organisation and monitoring
diversity policies.  Possible metrics are
the representation of diverse groups in
various job categories, in management
and career development programmes
and the numbers of women and ethnic
minorities on the board and in senior
management roles.

Business benefits:  the exact mix of
benefits companies seek will differ but
they incorporate the following: (16)

• cost reductions that can be linked to
investments in diversity policies

• overcoming labour shortages
• operational effectiveness/productivity:

increase in quality of goods and
services measured by increased level
of sales, improved customer
satisfaction and retention of existing
and new customers 

• access to talent:  whether managers
are recruiting, retaining and developing
the right mix of human resources

• management capacity:  whether
enough management capacity is being
created

• innovation and creativity:  the
differences in performance between
diverse and non-diverse teams leading
to the successful innovation of new
products, services and identification of
solutions to business problems
(increased sales, customers)

37



• satisfying stakeholders who may
include customers, employees,
shareholders, suppliers, community,
public opinion 

• marketing image of a company with
its customers

• cultural values:  belief that a strong set
of values will encourage creativity,
attract new talent, and ensure
responsiveness to external change on
ensures responsible behaviour

• organisational flexibility:  positive
attitude of employees towards
change; flexibility of job design and
number of staff with flexible working
patterns; cross-functional rotation of
staff to spread skills and learning; level
of morale is maintained (often low in
employees who are uncomfortable
with change); ability to move quickly
into new markets

• staff commitment. The level of staff
commitment may be articulated
directly by staff or inferred from
improvements in turnover,
absenteeism and productivity.

A new approach should seek to
incorporate these principles of
measurement and develop indicators,
which will ultimately translate into
headline performance measures, which
can be used internally and externally for
individual companies.  Recognised key
performance measures are:

• sales per employee (£,000 pa)
• GVA per employee (£,000 pa)
• GVA per sales (%)
• gross Capital expenditure per

employee (£,000 pa)
• marketing spend per employee (£,000

pa)
• training spend per employee (£,000

pa)

A series of accessible metrics should be
developed which individual firms can
easily use to establish both the costs
and benefits of diversity strategies and
policies for themselves. The range of
business process performance indicators
as defined by Singh, Vinnicombe et al (1)
is very large and includes the following
headings which might be a useful
starting point:

• absenteeism rates and associated
costs

• employee turnover/retention rates
(especially of key classes of
employees such as women or high
tech professionals) and associated
costs

• proportion of employment offers
accepted by target groups

• penetration into diverse market
segments

• customer satisfaction
• employee productivity (output per

hour worked)
• saved litigation costs
• cycle time for heterogeneous or global

work teams
• team productivity
• innovation rates (e.g. number of new

ideas generated per employee)
• number of new ideas and projects

generated by a diverse work team
• number of expatriate assignments

terminated prematurely
• success or failure of

mergers/acquisitions

In the first instance we would propose
that analysis metrics are based on Singh
et al’s work (with refinement of the
precise indices to be constructed and
limiting the number to possibly no more
than about 8 indicators) and developed
into a template that can be made
available to individual companies for
their internal use.  The data for the
metrics will be gathered and entered by
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individual companies and the
productivity and profitability indicators
will be generated from the raw data
generic measurement indices.  It is
envisaged that bespoke software could
be developed to facilitate this process.

The following are just some of the
benefits of adopting a formal method of
analysing the creation, implementation
and assessment of a diversity strategy:

• clarity about what can be measured
and what cannot

• internal benchmarking function
between the various units of the
business

• external benchmarking function
between companies in the same
sector

• monitoring progress over time by the
individual firm and also by the Women
in IT Forum which could publish sector
reports without identifying individual
companies

• makes a contribution to the national
debate on diversity matters

39



40

As part of this research three Focus
Groups were held with women
managers across a range of
organisations and companies in the IT
sector (see Appendix IV).  The IT
companies represented were large multi-
nationals and there were no SMEs in
attendance despite attempts to invite a
representative size and mix of
organisations.  The majority of attendees
were in HR management but there were
some technical staff in the participants.
Altogether nineteen women and one
man attended the Focus Groups in
February 2004, which lasted for
approximately one hour.  A further
twenty-three women requested the
questionnaire, which was specifically
designed to cover the issues for those
who were unable to attend. The
questionnaire is in Appendix V.

In the initial part of each of the Focus
Groups the participants were keen to
share their individual company
experiences of a gender diverse
workforce and attitudes to women in the
workplace.  There was clear affirmation
that there is a real problem for the IT
sector in attracting and retaining women.

Some of the same ground was covered
at each Focus Group because, as
became evident, the participants are
experiencing similar problems regarding
the employment of women in the sector.
There were interesting insights,
however, into the variations in how these
problems are manifested and dealt with
by different companies.

The following issues were addressed in
the Focus Groups:

• whether there are business benefits
(financial or otherwise) to companies in
the IT sector in having a diverse
workforce in general

• what evidence is there that taking a
proactive approach to employing and
retaining women in the IT sector
brings positive economic benefits to
companies?

• what are the costs to companies of
ignoring such an approach to diversity?

4. IT Sector Image

Opinions were sought from the women
about the image of the IT sector and
whether the issues were cultural?

4. The Narrative from the
Focus Groups

 



• the sector is perceived as male
dominated with ‘computer anoraks’
(‘techie’/’geeky’ connotations) which
rewards male patterns of behaviour and
is reflected in the severe imbalance in
male and female applicants

• it has a reputation of being a ‘young’
environment - mostly people between
ages 20-30.  Microsoft’s average age
in its UK head office is 28, and 26 in
its MSN UK business.  Some felt the
younger males in the industry were
becoming more open-minded to the
presence of women, as in most
careers, and less likely than the older
males to see women as a threat

• IT is not an obvious choice as a career
for women, even though graduate
brochures specifically encourage
female applicants.  It was felt that
careers advice in schools often
ignored IT in relation to girls, and they
were not interested anyway

• the sector is poor at demonstrating that
specialist IT skills (e.g. programming,
technical support) are not always
needed for a career in IT. Some jobs
have nothing much to do with
computers at all. Jobs need to be
marketed differently to raise women’s
awareness of the options available. The
‘soft’ communication and interpersonal
skills that women are good at are very
useful in customer-facing roles e.g.
helpdesks.  Also, areas such as
marketing, HR, sales and PR can offer
senior positions for women.  Statistics
from e-skills show that 20% of the IT
workforce is not doing IT jobs

• the IT sector, as in the Financial
Services sector, is equated with a
competitive, long hours,
‘presenteeism’ culture more suited to
males. There is a perceived ‘glass

ceiling’ with few women coming
through to senior level and thus a lack
of female role models

• There can be hostility from men in the
sector: ‘women are not up to the job’

• Some highlighted that women in the
sector may be their own worst
enemy, not showing enough
confidence in their abilities, sitting
back and waiting for things to happen.
Some women felt they had to imitate
men in showing aggressiveness until
they had progressed in their careers
and ‘proved themselves’.  There were
problems with how the industry
perceives women but also in how
women perceive themselves.

4.2 Policies and Strategies

How far had diversity strategies and
policies progressed in companies?

Most of the participants reported that
their organisations and companies had
formal diversity policies and mission
statements and mechanisms such as
forums, champions, mentors and
appraisal systems had been set up.  It
would have been informative to compare
these large company experiences with
SMEs.  UBS Investment Bank has a
group called ‘Raising the Bar’ which
looks at the glass ceiling and whether
women are treated differently and how
they progress in their careers.  It was
rare for there not to be formal awareness
of the diversity agenda covering women,
ethnicity, disability issues etc, within
major companies in the sector.
However, some women felt that
although policies existed on paper there
was a feeling of a lack of commitment
and efforts were ‘lip service’ or ‘playing’
at diversity with a long way still to go in
successful implementation.
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Microsoft decided to take a grass roots,
bottom-up approach, looking at the ‘pain
points’ in its business and build its
diversity plan around them.  It was an
internal look at the company’s issues
with the aim of retaining and developing
the talent in the company.  The MSN
(UK) business is a good model of
diversity.  Out of a workforce of 63, 51%
are women; five out of a management
team of seven, are women and three are
also mothers.  The HR department are all
women, except the Director.

Those women representing US
companies indicated that the US parent
had driven the introduction of the
diversity agenda in the UK.  It was felt
that companies were becoming more
aware of their customer base and
wanted to reflect this by having a more
visible diversity strategy, which would
mean that a more diverse workforce
was good for customer relations.  The
issue though was how to translate
diversity policies into practice.
Customers drive this and examples
were given of contracts not being
awarded without a set of diversity
policies in place. The issue for many of
the women was whether this benefit
could be expressed in financial terms.

4.3 Costs and Benefits of
Diversity

The participants were asked, ‘is diversity
a good proposition because it matters?’
and, ‘how do companies discuss diversity
as a concept – in terms of profit,
performance, benefits and clients?’
When the discussion sought to ascertain
the ‘quality’ of the discussion about the
value (i.e. the business case) for
diversity it became clear that very little
internal discussion took place on issues
such as the costs of not embracing
diversity.  There was awareness of

some recent research from Catalyst into
the performance of companies with
diversity policies and of its limitations
are far as measurables is concerned.

There was only one example in the
three Focus Groups, MSN (UK), where a
company had actively engaged in a
longitudinal research project over
eighteen months, designed to measure
the before and after effects of various
changes introduced into the workplace.
In MSN (UK) cost savings were very
transparent, as diversity practices were
not only seen to be working well but
could be clearly measured.  Hard data
was collected on issues such as the
costs of sickness, productivity and
positive feedback on service levels from
clients.  The most obvious improvement
was a steep decline in the level of
sickness absenteeism.  MSN (UK)
implemented work-life balance
measures and as a result 49% now
work flexibly, improving retention levels
and staff commitment to the company.
It was found that a ‘one size fits all’
approach would not work and each part
of the business needed to do a similar
exercise to find out what needs to be
done and what will work.

IBM had been able to measure a 15-30%
increase in productivity as a result of the
introduction of flexible home working.
Otherwise, the discussion in the majority
of companies recognised that high labour
turnover amongst women leads to a loss
of talent but beyond that senior
management were not engaging in the
detailed internal research to establish the
precise costs to their business.
The overall conclusion to emerge was
that there was very little internal
measurement taking place within
companies within the IT sector
concerning the costs of an active diversity
policy.  Therefore, although there was
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acceptance that the discussion of the
diversity agenda was becoming more
cost-oriented there were still too many
general statements reflecting the strength
of the moral argument. In general, the
argument runs like this – having more
women at senior management level in
the IT sector facilitates the shift in focus
from technology to customer service –
that is, ‘putting the customer at the heart
of the organisation’.  This in turn leads to
increased customer satisfaction, market
share retention and growth.  

It was acknowledged that isolating and
measuring diversity is very complex.  It
was seen as a ‘chicken and egg’
situation.  Data is needed to get
resources, but it is difficult to get
resources to get the data.

Others see the benefits of diversity in
the following ways and these are the
arguments used to convince
management:

• greater range of skills and qualities
that can be used to the best
advantage for the organisation

• staff loyalty from good work practices
and ensuring all staff are valued

• encouraging cultural change which will
lead to changing attitudes and equality
for all

• maximising the potential not only of
high performers but of all those
working in the sector

• increasing the attractiveness of IT for
a wider pool of potential recruits

• reducing the costs incurred through
loss of skilled workers who move out
of the sector due to inflexible working
practices or lack of development
opportunities

• recognising that there are punitive
costs of non-compliance with the
legislation in the areas of equal
opportunities and diversity

What was noticeable from these
comments once again was the lack of
precision in terms of the actual financial
costs and benefits implying that little
actual measurement is taking place.

4.4 Business Case

There was a ready acceptance by the
women managers that there must be a
business case to promote diversity and
its benefits for the IT sector.  However,
it was said that the business world does
not understand the business case for
diversity yet and more research into the
hard costs is needed.  One woman
mentioned she is aware that funding for
research is available and projects are
taking place and the findings on best
practice should be shared.

It is one thing employing diversity
managers but quite another to give
them the resources to put together the
internal business case.  This needs
carefully controlled pilot actions over
discrete groups of workers and areas of
company activity, which can yield clear
measurables in terms of costs and
benefits. The isolation of cost savings as
a direct result of diversity policies were
difficult to isolate from other factors
which led to many not seriously
attempting to do so.

The question was asked what could be
done to argue the business case and get
the message across to companies?
There was felt to be a need for a bottom
line argument to prove that productivity
is improved/increased and how much
cost is involved.  Also there is both a
moral and business argument for
diversity and the argument has to be
tailored to different audiences.  It was
generally agreed that often statements
are presented in the business case
without supporting evidence.
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4.5 Recruitment of Women

Is positive discrimination the answer to
recruit more women to the sector?  One
woman said her company had tried it
and it caused resentment and then more
resentment because it failed.  Even if
objective selection criteria are used,
men and women of equal calibre do not
progress in the same way, their career
paths take different directions.  Women
tend not to move jobs as often as men,
therefore take longer to get the range of
experience or progress.  Men take more
chances and may apply for jobs where
they may only have 40% of the
experience required, with women they
would not apply unless they had more
like 80%.  One woman made the point
that research has shown that men tend
to be promoted on their potential, but
women only on their history.

However, natural selection is not
working either because there are not
enough women.  In Siemens, out of a
consulting group of 60 people, there
were 18 vacancies for fairly senior
consultants.  Head-hunters had been
told to actively ‘recruit women’ but
could not find any, as they are not
coming up through the ranks.

There was discussion about pay rates.
One woman, working for Siemens, said it
was the first company she had worked in
with equal pay rates even though there
was no formal diversity policy.  She
thought it was because the company
being German was very work ethic driven.
Others reported different situations with
American companies saying there were
often problems with equal pay and that
men seem to be able to negotiate better
salaries and conditions.

A representative from IBM said it only
recruits graduates from numerate

subjects, so it is starting from a smaller
talent pool, and this is further reduced if
those graduates do not choose the IT
sector for their career.  She also said
that girls do better in education and IT
companies that do not recruit enough
women will lose out.  A skilled
workforce is a major asset.

4.6 Retention of Women

The question was asked, ‘why are
women leaving the IT sector, is this a
problem for the women or for the
companies they are leaving?’
Responses included:  long hours, stress,
male dominance, and the technical
nature of the job.  One said that when
women left to have children ways must
be found to persuade them to return
and then progress in their careers.  It
was said to be a hidden problem for
companies – not retaining their potential.

That people are leaving the industry later
in their careers to set up their own
businesses is not a problem for the
women concerned, but more for the
companies they are leaving.  It was
observed that women are more likely to
start their own businesses after having
children, as they found it easier to work
for themselves, be their own bosses
and become financially independent.

Microsoft provides help for staff with
children including an on-site crèche and
emotional support for staff at different
points in their careers.  However it
recognises that workers will not always
be young and they must be retained to
solve succession problems.  IBM
pointed out that women do not have
babies ‘forever’; it is quite a short time
in a woman’s working life.  Mothers
needed to be welcomed back into the
workforce and kept on the career ladder.
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Older workers’ needs must be
addressed too.  A representative of a
training organisation mentioned that
some older people do not feel
comfortable in the ‘young’ IT
environment, but if companies were
willing to train returners in customer-
facing roles e.g. helpdesk, analyst roles,
first level SQL Access or web skills,
older workers would be attracted and
could help solve skill shortages.

Comments were made about the fast
paced rate of change making it difficult
for returners to catch up and re-establish
themselves at the same level.  An
example was given of a woman returner
to an IT department of a bank not being
given her old job back because the
technology had changed so much.
Women were afraid to take time off.
There is a need to reassure them that
they will be helped on their return and
also to make them feel valued for their
increased life skills as well as IT skills.

UBS Investment Bank, reported a very
low (2%) staff turnover rate and no
problems retaining women but did note
that they do not seem to progress to
senior levels.

4.7 Senior Women

There was also acknowledgement that
many of the women that have
progressed in their careers either do not
have children or have good quality
childcare such as nannies and are able
to cope with the long and unsociable
hours, travel etc.

It was observed that people can get to
senior positions more quickly in the IT
sector and often the opportunity for a
‘big job’ comes just at the point when a
woman might be thinking of having
children and going on maternity leave.

There is a problem in making life
choices at inconvenient times.  A
representative from BT highlighted its
flexible working practices in helping
women with children but also said that
they can stall in their careers and find it
difficult to combine motherhood with a
senior job.  He felt it was a ‘hormonal’
problem and that women are driven to
be nurturers first!

One woman said she did not know any
senior women with children.  Fujitsu was
said not to have many female managers
and the women felt they had to be more
assertive than the men.  It was also felt
that many of the US companies did not
have many senior women generally, but
the customer-driven diversity agenda
may be changing things now.  Some
thought that successful women are
extroverts who take control and make
things happen in their careers.

The important issue at Microsoft was
not seen to be recruitment so much,
rather the loss of talent and the
succession problem of women not
progressing to senior positions.  The
company cannot see who its future
leaders are going to be.

4.8 Flexible Working

For many of the women the key
strategy for diversity that would make a
significant improvement to them was
the introduction of more flexible working
and an attack on the ‘long hours’
culture.  Strategies and solutions around
this issue would make it much easier for
women to compete with men for the
more senior management positions.
There were examples of the introduction
of flexible working from the companies
represented at the Focus Groups, but
these tended to be in areas such as
customer support rather than in more
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direct roles with clients e.g. consulting.
And it was felt that single parents found
it particularly hard to balance work with
caring responsibilities in the IT sector.

It was agreed that the nature of the IT
sector with 24/7, global support service
in theory should lend itself well to
flexible working practices, extending the
range of hours when staff were available
to accommodate different time zones
and their own preferences.  There was a
lot of discussion about home working.
A representative from Accenture said its
IT consultants were very anti the idea
and thought it could only work in
supporting roles.  One woman thought it
was a misconception that the IT sector
was always suited to it, sometimes it
was not possible because of the nature
of IT projects being worked on.

Not everyone is comfortable with
flexible working. The technology
involved in remote/home working does
not allow people to ‘switch off’ and
some people prefer to keep work
entirely separate from home.  It also
impacts on colleagues and team
members who have to be more flexible
themselves to accommodate absences
and there could be rota problems.
Outputs, communication and trust were
important issues too.  Many male
managers were said to need training in
adapting to managing a flexible or
remote workforce, but this was seen as
an investment in the company as
younger managers would effect more
change as they move up the company.  

There were comments that although
‘presenteeism’ existed, especially
among older staff, it was doubtful
whether there was a corresponding
increase in productivity, but a ‘work
smarter’ attitude is taking over from
working longer.

Three further quotes illustrate the very
general nature of the diversity discourse
within many IT companies:

“IT has traditionally been a male
domain so a lot of the thinking behind
the way the industry works does not
take into account relationship issues:
contracts and practices are designed
to maximise the revenue generated
and minimise the personal contact
(this will only get worse with internet,
e-commerce) – as women are
generally good at the ‘contact’ side of
things there is an opportunity to put a
bit of ‘heart’ back in the industry”

“Technology has traditionally been
seen as ‘an end in itself’, the more
bells, whistles and go-faster stripes
the more excited the male population
get. What we’ve learnt now is that the
technology is a ‘means to an end’, e.g.
CRM, fantastic software but nobody
used it properly, applying some of the
other inherent feminine skills such as
attention to detail and administrative
capability would significantly enhance
the solutions”

“A friend of mine once said that the
law should dictate that every board
has a woman on it – a woman’s point
of view is often insightful, often
surprising and just by being different
is worth throwing into the mix”

The challenge is to take these general
sentiments and develop some traction
between them and the formal accounting
procedures within the company.
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Research into the position of women in
the IT sector continues to attract
attention.  

5.1 European Social Fund
Projects

Two European Social Fund projects,
WINIT (all UK) and WINWIT (specifically
looking at north west England), are
being conducted by the University of
Salford.  Together they will form an in
depth survey of women in the UK IT
industry.  They will investigate why
women are poorly represented in the
sector as a whole, and in particular at
senior levels.  The projects will also seek
to find reasons for and solutions to the
‘female IT brain-drain’ – the loss of
highly qualified women through
migration into different industries.  

The WINIT project, run by Dr Karenza
Moore and Marie Griffiths, employing
two full time researchers, will analyse
data on women’s employment and
progression in the sector and identify
the drivers that encourage only a
minority of women to enter the IT labour
market.  The barriers that encourage a

disproportionate number to then move
out of the industry will also be
examined.

One of the most significant outcomes of
the project will be the identification of
good practice within the industry, which
will provide a basis for offering solutions
to the gender imbalance.  A series of
workshops will be delivered to SMEs
and other employers, training providers
and women working in, or thinking
about a career in IT along with a booklet
detailing case studies and links to
networks for support.  The report is
expected in 2006.

The Back To Work Company is working
on another European Social Fund funded
project.  ICT Perceptions is looking at
the participation of women in the ICT
industry across the Yorkshire and
Humber region. The research hopes to
add to the body of knowledge in the
region around the role of women in ICT
– especially in relation to barriers to
entry and gender stereotyping.

It will look at the number of women in
ICT, the level at which they are

5. Ongoing Research

 



operating, the prevalence or otherwise
of a ‘glass ceiling’, and the perceptions
of women and ICT professionals about
the ICT industry vis-à-vis the role of
women in it.

The project will produce a report with
policy recommendations to improve the
participation of women within the ICT
field at all levels.

5.2 Centre for Diversity Policy
Research

The Centre for Diversity Policy Research
at Oxford Brookes University, launched
in May 2004, is a partnership between
Brookes’ Business School and the
Directorate of Human Resources.  The
Centre will provide a focus for the
research projects on equality and
diversity in the workplace that are being
undertaken at Brookes, and will be a
centre of excellence for policy advice to
employers, trade unions and
professional bodies. 

The Centre will undertake research and
consultancy projects and offer seminars
and training events that will support
organisations in developing best practice
in the key areas of gender and race
equality and work-life balance. 

The Centre’s co-director Dr Liz Doherty
said: “The business case for employers
ensuring that their workforce reflects
the diversity of today’s society is
compelling. However, it is not always
clear how best to achieve this and how
to manage effectively a diverse
workforce. The Centre for Diversity
Policy Research will act as a resource
for organisations of all sizes, enabling
them to develop and implement policies
that will make a real difference to their
human resource practice.” (53)
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The consensus is that diversity can
represent a strategic lever to improve
business performance and increase
competitive advantage but there are
some negative aspects too.  The effects
on business depends upon many factors
including whether diversity is valued
within the workplace, whether diverse
employees have the chance to work
together successfully and the type of
work they undertake. 

There is evidence, both tangible and
intangible, to convince companies to
consider investments in diversity based
on examining the costs and benefits.
The business case for investment in
diversity is complex, fragmented and
tends to be qualitative in nature; it is
also at an earlier stage of development
in Europe than in the USA and Canada.
Costs and benefits of diversity (9) notes
some of the difficulties:

• quantification of costs and benefits, in
order to produce a traditional analysis
of cost-effectiveness is difficult.  Many
of the benefits are either highly
‘context-specific’ or difficult to
measure

• measurement of diversity at a
business-level is more difficult than
that for other types of intangible
asset.  Diversity is an outcome of a
cultural change process and not an
input to other processes

• investment in diversity policies, rather
than compliance with legislation, is a
relatively limited activity amongst EU
companies, and

• as with all forms of investment in
human capital there are major gaps in
knowledge because of weaknesses in
accounting disclosure requirements

Despite these difficulties, there is an
emerging business case for investment
in diversity policies.  Managers and
decision-makers want to determine if
diversity programmes impact
companies’ bottom-line since there are
associated costs in adopting and
promoting diversity policies.  Despite
arguments in favour of diversity there is
little empirical evidence to prove a direct
link between the impact of diversity on
financial success.  Connections between
diversity and financial performance were
found but they did not demonstrate
causation.

6. Conclusion



Measurement of the costs of diversity is
being demanded to prove the success
and value of diversity initiatives and
impact on bottom-line.  However, as yet
there is little evidence of systematic
measurement of costs, benefits and
intermediate outcomes in companies. 

The wish to understand what is driving
the current low representation and high
attrition rate of women in the IT sector
means that companies are only just
starting to monitor the gender mix
across levels, functions, and countries.
Significantly more work is required to
measure aspects such as tenure which
until very recently was information that
organisations did not see the value in
collecting. (20) Furthermore, careful exit
interview processes and surveys of
those groups who are significant by their
absence from the IT sector are
necessary in order to improve and
therefore broaden our understanding of
the problems affecting this sector and to
assist in making the business case that
is demanded by business leaders to
address the IT sector’s recruitment and
retention issues.

The development of a practical method
of analysing diversity is seen as a way
forward for the IT sector in engaging
more effectively with the problems and
opportunities it is facing in this area.
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56 Appendix 1
Women in the IT Industry

i.i Participation of Women in the
IT Labour Market

There has been little comparative
research on the employment of women
in the IT sector.  One of the problems is
that the IT sector is not well defined, IT
work is very varied and takes place not
only in traditional high technology
industries, but has also spread to every
sector and area of work and some work
in non-technical roles.  Despite women
making up nearly 50% of the workforce,
The Labour Force Survey shows that
women are under-represented in IT
employment and their numbers are
falling steadily (source e-skills):

Percentage of women in IT Occupations
1997-2003

1997 27%

1998 23%

1999 26%

2000 23%

2001 22%

2002 23%

2003 20%

From Spring 2002 to Spring 2003 female
workers declined by 3% in the IT sector,
a significant drop, which has not been
seen since 1999.  In the same period
the workforce increased slightly from
1,012,609 to 1,036,066 indicating that
the gender balance has worsened.

Some IT occupations employ substantial
numbers of women mainly in services
roles, although in all cases, men
comprise the majority of employees.
Moreover, women are more strongly
represented in lower level IT
occupations (telephone operators, data
processors) than in higher status and
higher paid ones, reflecting the extent of
vertical gender segregation in the sector.

Women are particularly under-
represented in technical and senior
roles.  Just 12% of software
professionals are women (17% in 2002).
Only 15% of ICT managers and 11% of
IT strategy and planning professionals
were women, both these occupations
have seen slight decreases in the
proportion of women from 2002 from
19% and 13% respectively. (8)

 



The table above shows that the largest
concentration of female employment
continues to be in Database, User
support and Operations occupations.
These three occupational areas continue
to account for the employment of over
half of women in IT (as shown below)
and this proportion seems to be growing
at the expense of Management and
Software occupations.

Cranfield School of Management’s
annual survey of the boards of FTSE 100
companies indicates extremely low
female representation generally at
director level in top British firms
including IT companies.  32 have no
female directors at all including the one
software and computer services
company on the list, Sage. (31)  

Companies tend to be dominated by
white, middle class, middle-aged males 
with similar educational and professional
backgrounds.  Indeed the British
Computer Society is dominated by men
and has had only two female presidents
in its 46-year history. (22)
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Percentage of Total (Male + Female) IT Workforce that are Male/Female by Occupation
(2003)

Occupation % Male % Female
Information & communication technology managers 85 15

IT strategy & planning professionals 89 11

Software professionals 88 12

IT operations technicians 70 30

IT user support technicians 75 25

Database assistants & clerks 38 62

Computer engineer installation & maintenance 93 *

(Source:  e-skills)

Distribution of Female IT Workforce by Occupation

Occupation % Female 2002 % Female 2003
Information & communication technology managers 21 19

IT strategy & planning professionals 7 7

Software professionals 21 18

IT operations technicians 15 18

IT user support technicians 8 9

Database assistants & clerks 28 27

Computer engineer installation & maintenance * *

(Source: e-skills)

 



i.ii Skills Shortages and Gaps

In the late 1990s there were many
unfilled jobs for those with core (or ‘top
ten’) technical IT skills, due to the short
supply of skilled workers.  However
demand peaked in 2001 then problems
affecting the IT industry filtered through
to companies.  Effects such as the
‘bursting of the dot.com bubble’,
industry changes in practice such as
offshore outsourcing and reductions in
IT investment in the years since 2001
have led to a steady fall in demand for
general IT skills since, especially in
telecoms and IT manufacturing.  (5)

Analysts are undecided about the
industry forecasts with some predicting
a worsening market and others such as
Gartner anticipating growth in areas
such as the public sector and telecoms.
Forrester Research predicts that IT
services revenues could rise by over
57% in the next four years. e-skills
considers that the downturn has
reached an end with a stable rather than
worsening incidence of company
closures and improving stability in the
labour market. (19)

As the UK nears full employment levels,
IT professionals have become a core
part of most industries and IT skills will
always be required despite fluctuations
in demand.  Diverse IT occupations
require a diverse workforce.  Skills
required range from specific technical or
‘hard’ skills to ‘soft’ skills that lead to
jobs in systems analysis as well as
design and database concepts.  Women
are thought to outperform men in soft
interpersonal skills including project
management, customer relations,
analysis and problem solving.

According to Meta Group skills will also
appear on the corporate shopping list
and they are predicting that labour costs
will rise from just under 50% of IT
budgets to 55-60% by 2006/7 as
demand increases and salaries start to
escalate. (5)

e-skills latest Quarterly Review of the
ICT Labour Market (5) says that
recruitment difficulties vary according to
firm size and industry sub-sector with
large ICT employers and manufacturers
in particular more likely to have hard-to-
fill skills shortage vacancies.  When
asked about the nature of skills
shortages, it was apparent that some
firms are still having difficulty recruiting
the technically skilled staff they need.
Of those with skills shortages:

• 46% were related to
technical/practical skills

• 43% cited IT professional skills
• 21% were general IT user skills

Skills gaps in existing staff is another
aspect to consider.  e-skills report that
12% of the IT workforce was not fully
proficient in existing jobs.  This appears
to be a particular concern for telecoms
firms, 32% of which were experiencing
skills gaps, affecting 19% of their staff.
Unlike skills shortages, the skills gaps
were most often associated with the
‘soft’ skills:

• 50% cited communication skills
• 50% mentioned customer handling

skills
• 48% considered problem solving skills

lacking

In comparison:

• 35% of ICT firms cited skills gaps in
staff IT user skills

• 33% in professional (technical) IT skills
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Virtually all ICT establishments with
skills shortages (97%) and over three
quarters (76%) of those with skills gaps
thought this was having an impact on
the operation of their business in the
areas:

• increased workload for other staff
• loss of orders
• difficulty meeting customers service

objectives
• difficulty developing new

products/services
• difficulty introducing new working

practices
• difficulty meeting quality standards
• increased operating costs

i.iii Government Action

In 2002 the Department of Trade and
Industry commissioned a study of the
gender gap in science, engineering and
technology (SET), which led to The
Greenfield Report:  Set Fair. (37)  It
considered what could be done to
encourage and improve the recruitment
and retention of women in SET
employment, students to IT courses and
girls to study IT at school.  The
Government announced its strategy to
address the under-representation of
women in SET in 2003: A strategy for
women in Science, Education and
Technology, which builds on mainstream
policies with a series of action points in
employment, education and science to
secure gender equality.  

There have been a number of other
initiatives set up over recent years to
encourage women in the IT sector.
These include the Women and Equality
Unit’s Women Unlimited Program, the DTI
Work-Life Balance Campaign, Opportunity
Now, the Sector Skills Development
Agency and e-skills UK. (23)

The Institute of Physics, published in
March 2004 entitled The 3Rs:
Recruitment, retention and returning
discusses why low numbers of women
go into and stay in SET careers and
makes practical recommendations to
help reverse current trends.

i.iv Recruitment Issues

i.iv.i Poor Image

A great deal has been written about the
reasons why women are not attracted to
careers in IT and research indicates that
the industry is particularly affected by
problems such as poor image.  Many
women perceive the field as “nerdy” or
“too technical”. Also, a lack of strong
female role models discourages many
from entering the industry.

The IT sector needs an image makeover
to make it more attractive to women,
observed Patricia Hewitt, “The image
that many schoolgirls have of IT is more
computer geek than computer chic”.
(47)  Frequent adjectives found in the
literature describing female attitudes to
IT careers include: “boring”, “un-sexy”
and “anti-social”.

It is thought to be imperative to change
the perceptions of young women and
girls of technical and IT jobs if there is to
be an improvement in recruitment.
Alarmingly it is suggested that women
are averse to technical work or find it
difficult, however the American
Association of Women’s Education
Foundation sums up the position:

“Women are not phobic about computer
technology but disenchanted by it”. (47)

Faulkner (4) observes that IT managers
often recruit in their own image tending
to favour young single men willing and
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able to work long hours, travel away
from home etc.  One woman
commented that, “if you want to be a
high flyer, it helps to be a man”.  It is
also a sector rife with ageism and
appears to strongly favour the under
40s.  The Focus Groups showed the
average age at MSN (UK) to be 26.
In Europe, although there have been
efforts to increase the numbers of
female students studying science,
engineering or technology related
subjects, women still make up only
around one quarter of students on these
courses.  Thus the pool of women
available for employment in the IT
industry is smaller and recruitment
remains problematic.  Women are not
queuing to join the industry whether in
IT specialist jobs or in non-technical
roles and make up only about a third of
all applicants to IT companies, less if
only technical jobs were included in the
research. (33)

A similar situation exists in the United
States.  The Carnegie Mellon initiative
Unlocking the Clubhouse focused on
recruiting and attracting women and
minorities, with considerable success,
into IT programs. (45)  However despite
this and other similar initiatives only
29.2% of people with IT training are
women.  Furthermore among those who
are IT trained, women relative to men
are significantly more likely not to be
using their training. (28)

It is not possible to force girls to be
interested in IT or make women apply
for IT jobs, but schools can ensure they
offer adequate teaching to equip pupils
with IT skills that may be a base on
which they can build in the future and
companies can make sure their
recruitment, training and work-life
policies ensure that applicants are
attracted to the organisation.

i.iv.ii Pay Gap

Women have relatively poor career
progression in IT occupations, in terms of
pay and status, as in other male-
dominated areas of work such as the
financial services.  The Equal Pay Task
Force has cited occupational segregation
as a cause of the gender pay gap. 
Studies show that a wide pay gap persists
between women and men in all European
Union Member States. Although a variety
of factors are cited to explain the existing
wage differentials between women and
men, most studies conclude that, in
addition to the gap arising from these
factors, there is an unexplained difference
in wages, which is presumed to be due to
discrimination.  Studies show that in the
EU as a whole, women doing the same
work as men are paid only 76% of the
gross hourly wage men earn. (54)

i.v Retention Issues

The discussion and initiatives focusing
on the participation of women in order
to grow the IT workforce are concerned
on the one hand with expanding the
flow of women into careers in IT and
making this type of career more
attractive to women; and on the other
with stemming the flow of women out
of the sector. (45)  

The Women in IT Champions Group,
whose aim was to look at retention
issues in the industry, and in particular
relating to senior women, was formed in
early 2002 by leading representatives of
the IT sector.  The group undertook
limited preliminary research into the IT
situation compared with other industries
and attempted to identify some work-life
balance best practices, which might
alleviate the situation.  The key findings
reported in Achieving workforce
diversity (20) included:
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• the IT sector is losing more women
than it recruits

• women may remain in IT employment
for less time than men, representing a
substantial cost to businesses

• women are leaving their careers at
two points, as a result of motherhood,
and at a more mature phase in their
careers

• retention issues in the IT industry
appear to be reflected in other sectors
even where there are good work-life
balance initiatives, perhaps pointing to
deeper problems in corporate cultures
of the UK 

The research revealed that although 36
percent of all new hires in Q1 2002
were women, in the same period 46
percent of all leavers were also women.
In a set of companies where 12% of the
executives are women, 16% of leavers
in that period were women, “Women
are leaving faster than we can hire
them”. 

Patricia Hewitt headed a UK
Government committee to look at the
issue of recruiting and retaining women
in technology.  In 2002 she announced a
2 year pilot project to run in the West
Midlands as an integral part of the
national Teaching Company Scheme
(TCS) to encourage and support women
to return to the sector.  TCS is a
collaboration between commercial
companies and universities and its aims
are to demonstrate that SET returners
are viable.  It will provide valuable case
studies of women as TCS Associates
and these will be disseminated to the
CEOs of businesses to convince them
that women in SET is not something
that only women should be concerned
about but a business issue that needs to
be part of the business management
process. (10)

The retention of senior IT staff is a
critical issue with each senior individual
who walks out the door representing the
loss of decades of accumulated
experience and expertise, not to
mention intellectual property.
Patricia Hewitt said at the Women in IT
Conference in January 2003:

“The costs of recruiting and training
high-skilled staff can be immense and
wasted if staff are not encouraged to
develop and reach their full potential in
an organisation….it is really in the best
interests of employers long term
productivity and competitiveness.  Any
business that is failing to attract and
hold onto employees from 50% of the
workforce needs to look hard and long
at their workplace practices and
culture” (21)

There is also a problem retaining senior
women in other sectors and it is not
confined to the UK.  For example,
Women leaders:  A strategic yet
invisible asset (2) says that, “at fortune
500 companies women leaders are
leaving organisations at twice the rate of
men.  Talented top women are leaving
corporations at the rate of one every 60
seconds which is 1600 per day to start
their own businesses or work for
competitors”.

Opportunity Now (17) notes that:

• 18% of senior women in UK
organisations would leave their current
employer for a work environment
more supportive of women and 22%
would leave for more flexible working
arrangements

• In a survey of 1855 managers, 46%
said they would change their job
tomorrow for a better quality of life
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Merrill Lynch (44) suggests that the
increasing difficulties employers face in
retaining all employees is due to a
change in the employment culture: “The
average person entering the workforce
today will work for between eight and
ten different employers versus four to
six just two decades ago”.
Workforce 2000 (49) gives the following
weighted breakdown of reasons for
women leaving their employment:

• lack of flexibility (51%)
• the glass ceiling (29%)
• unhappiness with the work

environment (28%)
• lack of challenge (22%)

If we take into account the already low
participation rates of women in the IT
sector, the failure to retain female
employees is felt more sharply.
Companies give further evidence of this
issue.  Pat Nathan Vice President of
Diversity at Dell said:

“Dell is representative of many with
only a third of its new entrants being
female.  At board level the inequality
between the sexes becomes more
pronounced.  Just 18% of Dell’s US
directors are women and in Europe
this falls to 8%.  The fact, that the
problem gets worse as jobs become
more senior illustrates the problem of
retention”

i.v.i Role Models

It is well documented that the lack of
female role models in the IT sector
impacts on women recruited into the
sector which in turn leads to fewer
females at executive level, and this has
been cited as a reason for women
leaving the sector.  

Linked to this is the lack of access to
networks, which can impact on the
ability of women to progress in
business.  There is a view that “having a
mentor and the opportunity to network
with people in power is the key to
success in the business world. However
women report having little access to
mentors while observing men mentoring
other men”. (43)

The DTI’s Women and Equality Unit
sees role models as key in retaining
women and challenging the stereotypes
of IT being a male domain or not being
family-friendly.  The Government
supports and encourages role models in
sectors where women are under
represented and where there are skills
shortages with initiatives such as The
Wise Campaign and mentoring projects
e.g. through the Women’s Engineering
Society. 

Cranfield University’s Centre for
Developing Women Business Leaders
observes that the recruitment,
development and promotion of
management women is increasingly
seen as a bottom line issue related to
corporate success.  It makes good
business sense to extend the portfolio
of skills at the top of an organisation as
it gives the organisation a better feel for
female customers, provides role models
for younger high potential women,
ensures the organisation looks attractive
to female applicants and guarantees that
all levels of management are filled with
the best executives. (6)

There is also an absence of senior role
models whose success in the business
has not been hampered by their
commitment to work-life balance and or
a reduced work hours schedule. (52)
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It is essential that women who have
high aspirations get the support and
development they need to overcome
the obstacles and challenges they will
face in a high flying career.  They need
to learn from women who have already
trodden the path and are willing to pass
on their knowledge

i.v.ii Motherhood, Returners and
Flexible Working

There are different employment patterns
for men and women, many due to
caring responsibilities.  However, one in
four women is now likely to remain
childless, more women return to work
straight after a maternity break and
more women work full-time for much of
their careers.

The women in IT Forum research (20)
found that one of the two distinct stages
for women to leave their careers is not
surprisingly following the birth of
children typically in their thirties.  Some
women may return after a period of
maternity leave or when the early years
of child rearing are over, many do not
return at all.  Some of the reasons for
not returning are work-life balance
issues common to all sectors such as
wanting extended maternity leave, not
being able to work part-time in their role
and the cost of childcare.  

Work-life balance issues affect not only
women but can also be the reason for
men leaving the industry too.  The
recent flexible working legislation
introduced in April 2003 has gone some
way to address the rights of parents,
male or female, of young children to
work part-time hours.  Also, it is not only
parents of children who might want
flexible working arrangements for other
reasons than childcare, research by US

staffing consultants, Flexible Resources,
has revealed that 20% of those seeking
more flexible working hours are
childless. (32)

There are some reasons more specific
to the IT industry.  There is anxiety that
flexible working is not compatible with
career development.  The DTI’s recent
report Flexible working in the IT industry
(52) notes that 74% of senior managers
surveyed felt that conducting their job
on a more flexible basis would bring
with it lower pay, diminished
promotional opportunities and less
interesting project work and activities.
Those in the IT sector do not believe
senior managers are leading here by
example and 55% of those surveyed did
not think their senior managers made
good work-life balance role models.  
The DTI’s report says that 51% of those
it surveyed already work flexible hours
but there was no breakdown between
men and women.

The Focus Group discussions
highlighted that people get promoted to
senior positions more quickly in the IT
sector and often the opportunity for the
‘big job’ is just when women may be
thinking of having children forcing them
to make life choices at inconvenient
times because of the difficulties of
combining caring responsibilities with a
career in IT.  

There is also a feeling that the IT sector
is fast-moving and when a maternity
break is taken, things move on to such
an extent that it is difficult for returners
to keep up with new technologies and a
lot of re-training would be required.  By
the time women have caught up they
look like ‘plodders’ rather than ‘high
fliers’ ready for promotion.  When
women do return, companies have
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progressed and maybe their previous job
has changed to such an extent they
have to move sideways, out or down.
(35)

A long and unsociable hours,
‘presenteeism’ culture exists in much of
the IT sector where 68% of staff can
work up to 10 hours a day (52), difficult
to maintain with family commitments.
Despite having access to the latest
technologies, which facilitate
teleworking, there are cultural barriers in
IT companies to home and flexible
working and it is acknowledged that
some IT work cannot be a 9 to 5 job.
Flexible working uptake varies, IBM has
a big part-time working programme and
BT, interestingly with a 98% return from
maternity leave rate, has a very active
home working programme in which
24% women participate.

Smaller companies can find it easier to
accommodate people’s needs.  Absolute
Quality, an IT support and testing
company with 55 staff of which 50% are
women and many are mothers, has very
comprehensive part-time and flexible
work provisions and a pool of temporary
workers on call to fill any gaps or
provide emergency cover. (41)

i.v.iii The Glass Ceiling

One of the reasons for women leaving
the IT industry later in their careers is
said to be the ‘glass ceiling’.  The Equal
Opportunities Commission has reported
that the glass ceiling is very much in
evidence and women are not getting a
fair deal in terms of management
opportunities compared to men. (3)

Cheltenham Ladies College asked MORI
to conduct a small research project in
2000 looking at women’s careers in IT.
It spoke to senior managers (employers)

and to women working in senior
positions in the industry and found that
60% of the senior women felt they
would hit a glass ceiling in their career,
and 31% of the employers thought they
might be right. (55)

Nearly two thirds of women surveyed by
Deloitte and Touche in 2001 (45)
believed a glass ceiling is a reality for
women in the IT industry however men
think it is a ‘non-issue’.  Those who
believe it exists cited the following
reason, “Women are perceived as being
less knowledgeable and/or qualified than
their male counterparts”.  Additionally,
lack of dedication, confidence and
commitment, not promoting
themselves, not having the right profile
and experience are reasons given by
senior males for women not progressing
to director level in companies.

Many technical women complain they
are pushed into specialisms that top out
at junior management level e.g. quality,
support and training, which are areas
from which senior staff are rarely drawn.
(35)

The responses to the Women in IT
Champions report (35) show that
women feel they have worked really
hard for a company- often harder than
men, say for 10 or 20 years and can find
that men they have trained are
promoted above them or they apply for
promotion and are repeatedly turned
down.  Women feel that, “men with no
communication, social or teamwork
skills get promoted because they’re
seen as specialists, whereas a woman
with a more balanced skills base is seen
as having ‘useless’ soft skills”. 

When this happens some women can
feel they have had enough and there is
evidence that some women leave to
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pursue another, possibly but not always
in IT, career which may involve starting a
business.  Women that have the support
of a partner may have a second income
to fall back on until establishing
themselves elsewhere.  (35)

Frustrated women are seeking rewards
elsewhere. Reported in the Financial
Times a Korn/Ferry (51) study of women
executives in the US who left for
entrepreneurial opportunities showed
that the main reasons cited for leaving
were the opportunity to take risks,
recognition and acknowledgement, a
seat at the decision making table and
generous pay for their performance. In
other words to enjoy equal rewards to
their male counterparts.

Some women are bored and do not find
the work challenging enough, “you’ve
programmed one system, you’ve
programmed them all”, but they may
have highly sought after skills which
makes it difficult to move because they
are well paid.  (35)

Career Analysts Ltd has observed that
while people seeking career guidance
used to be near the start of their
working lives, increasingly people in
their 40s, 50s and even 60s are coming
to them for advice. “They realise they
will have to work for a lot longer than
they would have done in the past, but
they are no longer prepared to tolerate
the downside of work. They want to
work in a field and for a company that
doesn’t mismatch their values”. (50)

In summary, The glass cyberceiling (43)
states, “research which has been done
into the high drop off rate amongst
women before or as they reached the
peaks of their careers has uncovered
several possible reasons. These include
salary inequalities,

pregnancy/motherhood, and a lack of
promotion prospects or adequate
training and development. The lack of
childcare facilities particularly on
residential courses as well as
emergency flexibility when care
arrangements break down at short
notice is also a key factor. Undesirable
work locations, long commutes and
frequent travel are reasons that often
appear”.

i.v.iv Corporate Cultures

Women will continue to leave the sector
until organisations go through cultural
changes: “the culture of gender power
relations is cross-cut with ideas about
the relationships between science,
technology and masculinity…….the
reality of gender relations will affect
attitudes to equal opportunities policy
and practice”.  Women perceive a gap
between policies and implementation.
(35)

A recent survey Working in IT 2003 by
Computer Weekly and DP Connect says
ageism is another concern with many
saying IT is a young person’s industry.  A
number of respondents over 40 with
good IT and business qualifications say
they are struggling to find work.  One
was told he was ‘over the hill’ at age 39.
But many people feel their companies
are missing out favouring youth over
experience.  Youngsters may pick up
new technologies more quickly but it is
older staff with their armoury of tried
and tested solutions that are able to fix
problems. (34)

The IT industry has a poor image from a
woman’s perspective.  Women complain
they feel excluded from work social
events, which revolve around golf,
football or the pub.  Even male IT
professionals admit, “we are seen as
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pub bores who do not really have a life
outside the computer screen”.  (34)  

In a recent study by Catalyst (48)
discussion groups across the United
States with 75 senior executives
revealed an interesting insight into the
corporate cultures which women are
leaving:

“The corporate culture at many high-
tech companies is exclusionary and
does not support women’s
advancement, companies don’t
strategically and objectively identify
and develop talent, women feel
isolated because they lack role
models, networks and mentors, the
demands of work and career are at
odds with having a commitment to
family and personal responsibilities”

Catalyst said that a common theme was
an assumption that women were less
equipped to take on leadership roles
than men. “People assumed that
women are too emotional to be
effective leaders that a women who has
a family won’t be willing to
travel…which can automatically exclude
her from a more high profile job” (42)
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ii.i What is Diversity?

“Diversity is not about them, it is
about us, all of us” (68)

Diversity is the range of visible and non-
visible differences that exist between
people.  Managing diversity harnesses
these differences, which creates a
productive environment in which
everybody feels valued, where talents
are fully utilised and in which
organisational goals are met.

How does diversity differ from equality?
Diversity is a broader concept that builds
on the progress made through equal
opportunities.  It focuses on improving
opportunities for all staff, respecting and
valuing people as they are, rather than
expecting them to conform to a
stereotype.  The growing importance of
diversity in the business world is evident
from corporate statements, which
promote a commitment to diversity. For
example:

“At Microsoft we believe that diversity
enriches our performance and
products, the communities in which
we live and work, and the lives of our
employees. As our workforce evolves
to reflect the growing diversity of our
communities and global marketplace,
our efforts to understand, value and
incorporate differences become
increasingly important” (56)

In reviewing the literature of workforce
diversity, it appears that companies adopt
diversity policies for three types of
reason:  ethical (the right thing to do),
regulatory (compliance with equal
opportunities and anti-discrimination laws)
and economic (generating financial
benefits that exceed implementation
costs).  In most cases companies adopt
diversity strategies for a range of reasons.

In the IT sector it is believed that the
many benefits to a company of employing
a diverse workforce go far beyond
addressing recruitment and retention
issues and they bring many other positive
benefits.  There is no ‘one size fits all’
diversity strategy and as strategies differ,
so will projected benefits.

Appendix 2
Developing a Business
Case for Diversity



ii.ii Issues to consider

The ‘business case’ for diversity is the
evidence needed to convince companies
to consider investments in mostly
intangible human capital assets.  A
persuasive and credible case for
investment usually depends on four types
of evidence of costs and benefits: (9)

• testimonials – publicly expressed
views of major opinion leaders within
the business community

• case studies
• surveys of companies
• empirical research

The business case for diversity
investments is more fragmented and at
an earlier stage of development in
Europe than in the US and Canada.
There are a number of reasons for this:

• quantification of costs and benefits in
order to analyse cost effectiveness is
difficult.  Many of the benefits are
either highly ‘context specific’ or
difficult to measure

• measurement of diversity at business
level is more difficult than for other
types of intangible asset

• investment in diversity policies, rather
than compliance with legislation, is a
relatively limited activity among EU
companies

• as with all forms of investment in
human capital, there are major gaps in
knowledge because of weaknesses in
accounting disclosure requirements (9)

Some research promotes diversity as a
‘business imperative’. (46)  There have
been claims that workforce diversity
brings real business benefits, is not just
social or political correctness and that
organisations must embrace diversity in
order to succeed in a competitive
market.  But these claims are difficult to

substantiate and it is likely that diversity
is only one of a number of factors that
have contributed to improvements in
operating performance.  Higher
productivity as a result of better staff
motivation may, for example, be the
result of changes in work organisation or
new technologies as well as the
establishment of diversity policies.  

Most researchers agree that empirical
evidence on the relationship between
diversity initiatives and company
financial performance remains sparse
and the links are complex and difficult to
quantify.  Kochan, Bezrukova et al (11)
give two reasons that might explain this:

• diversity is extremely difficult to study
in organisational settings because it
raises sensitive, difficult to discuss
issues.  Also, companies can be
reluctant to share their experiences or
data, given legal climates and the
potential for litigation

• it may be that the relationship
between diversity and the bottom line
is more complex than implied by
popular rhetoric and there are
indications that diversity can have
negative effects as well as positive.
The simple notion that more diverse
groups, teams or business units
necessarily perform better, feel more
committed to their organisations, or
experience higher levels of
satisfaction is not always supported

It is evident from growing body of
diversity literature, that researchers face
common difficulties, the lack of readily
available ‘grass-roots’ data on diversity,
and insufficient testable theory.
Research demonstrates benefits of
diversity, which are highly context
specific, difficult to measure and mostly
intangible.  Associations are made
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between diversity and improved financial
performance but they are inconclusive.
However the point is made in The costs
and benefits of diversity policies (9) that
the problems linking investments in
intangibles, such as diversity, with
business performance should not
undermine the importance in such
investments.  But it does make a robust
business case more difficult.

Diversity is not uni-dimensional and
issues of gender, ethnicity, disability,
sexual orientation, tenure, age etc. are
multi-faceted and inter-related.  Often
studies examine only selected aspects
such as gender or ethnicity so that all
dimensions are not captured in one
study; studies that take the form of
classroom experiments do not reflect
the complexity of a real workplace;
research may be specific to time,
location, industry and/or organisation so
that results cannot be generalised; and
the research at best shows associations
between diversity and performance, and
does not show causality.

ii.iii The Benefits of Diversity

Lew Platt the former CEO of Hewlett
Packard said that:

“He was looking for a way to convince
his fellow executives and managers
that to manage diversity effectively is
a business necessity not only because
of the nature of labour and product
markets, but also because a more
diverse workforce produces better
business results” (11)

There is a generally held view that
diversity will impact positively on the
workforce and on customer relations,
which will result in an increase in sales
and a reduction in costs - the basis of
the business case. Equality and

excellence: The business case (16)
suggests that a business case can be
made for diversity in four key areas:

• the workplace: improvements in
recruitment, retention and
performance

• the marketplace: serving an
increasingly diverse and demanding
customer base

• investors: seeking a better return
through improved performance in the
first two areas

• the community: improving corporate
reputation, public confidence and
maintaining a ‘license to operate in the
community’

A European Commission report, Costs
and benefits of diversity (9) highlights
two main types of economic benefit that
companies look for when implementing
diversity policies:

• Strengthening long-term ‘value drivers’
- the tangible and intangible assets
that allow companies to be
competitive, to generate stable cash
flows, to satisfy their shareholders and
customers, and improve the quality of
human capital within a company

• Generating short and medium term
opportunities to improve cash flows
by reducing costs, resolving labour
shortages, opening up new markets
and improving performance in existing
markets

Businesses now consider that gender
equality is a key tool for survival in the
21st century and a ‘bottom-line’ issue.
The European Commission’s report
notes that diversity policies allow
organisations to attract the best staff,
maximise their potential and have a
positive impact on several business
factors such as:
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• Product markets - the needs of
customers and activities of competitor

• Labour markets - the availability,
quality and values of current and
future employees

• Capital markets - the views of
investors about the drivers of
acceptable investment returns

• Government influence - the impact of
regulation, legislation and political
pressure

• Wider social values - the expectations
of citizens as to how companies
should behave (9)

Many of these benefits are
straightforward to measure and a link to
investments in diversity can, in certain
circumstances, be identified, however
most are ‘context specific’ and are
particular to the strategy and market
position of specific companies.

ii.iii.i Reduction in Costs

(See also Appendix III – The Costs of
Diversity)

There is a long-term business impact
and cost saving to be made by adopting
personnel and business policies that are
inclusive rather than exclusive.  Ernst &
Young has calculated that the cost of
losing an employee amounts to four
times salary and The Hay Group has
calculated that employee turnover could
cost companies up to 40% of their
annual profits. (27)

Attracting and recruiting a diverse
workforce has the associated normal
recruitment costs at each level, but
reductions in employee turnover because
of diversity initiatives will reduce direct
recruitment costs and also have indirect
cost savings such as reductions in time
taken to fill posts and an increased pool of
qualified, high calibre applicants.

Work-life balance practices are a key
measure in retaining women in
employment.  Organisations are
researching how these measures tie in
to the bottom line and are finding
interesting results.  For example,
enhanced maternity benefits at Xerox
(UK) combined with a more flexible
approach to working hours and location
has saved the company more than £1m
over five years through increased
employee retention.  Also, because BT
has such a high rate (98%) of returners
from maternity leave, due to their
flexible working policies, this saves £3m
per year on recruitment and induction
costs alone. (32)

ii.iii.ii Access to the Widest 
Talent Pool

The business environment is affected by
external demographic, social and
technological changes.  A business is
only as good as the people it employs
and organisations that can attract the
best mix of employees, exploit their
abilities, develop and motivate them will
be best placed to compete in the
business environment.  The working
population is ageing as there is a
reduction in the number of young people
entering the workforce and one of the
strongest arguments for increased
diversity is to deal with present or
anticipated shortages of staff.  

BAE Systems realised that to increase
the talent pool of potential applicants it
needed to work with girls in schools to
educate them about the benefits of a
career in engineering and to ensure they
chose the right subjects for a such a
career. (15)

The ‘war for talent’ can take place at all
company levels and functions.  It is
essential to recruit and retain people not
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only with the right skills but also the
flexibility to change and improve as the
needs of the organisation change.
Diversity policies are a mechanism used
by companies to gain access to talent
on a long-term basis.  Qualified and
talented candidates are often attracted
to ‘employers of choice’ who show they
are committed to developing a wider
array of people. (9)  For example BT
reports that equal opportunities and
diversity policies have resulted in the
company attracting 37% of female
graduate applicants. (15)

There are many talented women, ethnic
minority individuals and other diverse
groups whose talents are not being
used or developed sufficiently.  This
represents a loss to their employers and
society.  Organisations could benefit
from more diversity in leaders and
managers for better decision-making,
more creativity and better use of the
potential of all staff if they ensure they
recruit from the widest possible talent
pool. (3) Women typically excel in ‘soft’
skills particularly important in customer,
supplier and partner facing environments
– communication, management and
listening skills.

There are acute skills shortages in key
parts of British industry, including SET
occupations, and in some areas of the
country, notably the southeast.  Job
sectors that have the greatest under-
representation of women overlap
significantly with those experiencing the
most severe skills shortages.  The
message from Government is that
companies must widen their recruitment
pool, including recruiting more women,
if they are to succeed in the global
economy.  “Employers are concerned
about skills shortages but they are not
making the link with gender
segregation”. (7)

ii.iii.iii Improved Creativity, Innovation
and Problem Solving

Women can contribute because of their
broader life experiences and
responsibilities and provide a different
‘voice’.  Enhanced creativity, new
viewpoints, challenging accepted views,
learning, flexibility, organisational and
individual growth and the ability to adjust
rapidly and successfully to market
changes are some of the benefits
women bring.

Women’s presence in the boardroom is
said to lead to more civilised behaviour
and sensitivity to other perspectives as
well as a more interactive management
style. (3)

These ‘soft’ benefits of diversity, which
feature prominently in the research, are
difficult to quantify in terms of bottom
line effects. It is thought they are linked
to competitive advantage and
profitability, however as will be seen
later in the report it is difficult to
measure such associations to prove the
business case.

ii.iii.iv Improved Commitment and
Motivation

By creating a working environment
where all employees feel included,
valued and rewarded on the basis of
their talents and skills, companies can
increase employee satisfaction morale
and improvement in the quality and
motivation of the workforce.  This has
been shown to generate more value for
the business in terms of customer
satisfaction and therefore improved
economic performance. Research by
Singh supports this: 
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“Diversity management is a lever to
get the best from people, and people
are the key factor linking diversity
initiatives to business processes. It
does this because it generates variety.
Diversity then becomes an asset that
generates value, transforming
performance”. (3)

The practical initiatives such as flexible
working and work-life balance, which
support diversity strategies, promise
benefits to employers and employees
alike. Employers benefit from a more
motivated, productive and relaxed
workforce, greater ability to attract
prospective employees and increased
retention rates. 

The economic benefits are also
considerable. Recent research shows
some small businesses can expect to
save up to £250,000 on their budget by
using family friendly work policies.
Institute of Employment Studies
Research has found that employers who
provide childcare referral services for
their employees can save an estimated
£2 for every £1 they spend on the
service (20). Furthermore savings of up
to £50m a year have been made as a
result of reduced sickness absences.
This is particularly significant since
British industry loses £370 million every
year due to stress related sick leave.

ii.iii.v Enhanced Reputation with
Clients and Stakeholders

A diverse workforce can help
organisations achieve a match between
internal resources and external
demands.  Diversity is necessary to
understand the needs and requirements
of particular market segments, increase
the chances of fostering brand loyalty
resulting in greater customer retention
and growth and reflect the diversity of

the marketplace near and far.  The
globalisation of business markets can be
seen a driving force for diversity
initiatives.  If a company’s business is
international, its staff must be able to
work across cultures, literally and
figuratively speak the customer’s
language and address any barriers that
might exist. (3)

For Pat Nathan the need to recruit and
retain females in companies like Dell is
vital, “the more diverse the input into
companies the better the outcome”,
she said “women represent around
50% of PC and Internet users and we
need to have a workforce that reflects
that demographic”.

The Focus Group discussions
highlighted that many IT companies with
US parents had driven the equal
opportunities and diversity agenda
because US customers are demanding a
visible diversity strategy.  There is a
preference to invest in, trade and do
business with companies with diversity
policies.  Companies must be seen to
mirror and represent their customers.
Also, with a rise in public sector
contracts, IT companies are aware they
need to reflect this customer base with
its high proportion of women.

The positive reputation of a company is
said to have a direct impact on its
economic performance and research
from Singh et al (1) states that “diversity
initiatives can improve brand image,
customer loyalty, the corporate social and
ethical contribution, supplier relationships,
and community integration”.

Organisations benefit from embracing
diversity and reflecting in the workforce
the variety inherent in their target market.
Bernard Isautier, of Canadian Occidental
Petroleum Ltd, writes, “Diversity is a
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source of competitive advantage, a
business issue. It allows us to tap
resources and opportunities that would
certainly not be there otherwise. Diversity
brings considerable value to our
organisation. Enables us to look at issues
from different perspectives, which
definitely enhances the quality of
decisions we make as a corporation”. (13)

ii.iii.vi Improved Financial
Performance

In 1997 Business Opportunities for
Leadership Diversity commissioned the
Diversity Research Network project in
the US to examine the relationships
between diversity and business
performance because of the lack of data
that previously existed.  The results of
the five-year research project were
believed to be the largest field-based
project undertaken in this area.

The investigation found that despite the
variability in industry contexts, specific
practices and performance measures
examined, the quantitative results were
strikingly similar.  They found that racial
and gender diversity did not have a
positive effect on performance - at least
not consistently or under all conditions –
but neither does it necessarily have a
negative effect on group processes.  It
found there were few direct effects of
diversity on performance - positive or
negative, and this was likely because
context is crucial in determining
diversity’s impact on performance.
Researchers were unable to confirm a
direct link between diversity and a
company’s bottom-line.

In the current economic climate of
growth business leaders want to be
convinced about the benefits of
investments in diversity. In business
where measurement drives action and

measurement justifies the use of scarce
resources managers want to determine
whether the financial benefits of
implementing diversity strategies justify
the inevitable costs. 

There have also been attempts to
examine the effects of diversity in
management.  Catalyst, an organisation
working to advance women in business,
has recently undertaken a study, (14)
which explored the link between gender
diversity in management teams and the
financial performance of Fortune 500
companies.  In the sample of companies
from eleven industries, including
infotech/telecoms, the companies with
the highest representation of women on
their top management teams experienced
better financial performance for both
return on equity (ROE), which was 35.1%
higher and total return to shareholders
(TRS) which was 34% higher.

Catalyst argue that:

“While diversity and financial
performance are related, it cannot be
said that diversity causes a certain
type of financial performance or vice
versa.  That assertion would require
ruling out all other possible causes of
good and poor financial performance,
such as innovation, efficiency,
employee satisfaction, customer
loyalty, an inclusive and supportive
environment and financial factors such
as underlying business risk and
financial leverage, which was beyond
the scope of the study” (14)

Catalyst found that gender diversity and
financial performance are linked, but
could not say that gender diversity
causes good financial performance,
suggesting there is still much to learn
about the role of diversity in the
corporate environment.
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Despite the lack of conclusive research,
managers appear to believe that
diversity management does contribute
to increased business process
effectiveness, enabling the value
generation process, despite the lack
hard evidence that diversity yields a
bottom line advantage.  All studies
demonstrate the difficulties of
researching the effects of diversity, how
little analysis has been done in
organisations and how impossible it is to
examine the effects of diversity in
isolation.  It appears that few companies
are equipped to assess the impact of
their diversity efforts on their own
performance.

ii.iv Disadvantages

It is not suggested that diversity comes
without problems too:

• Diversity may generate increased
creativity and a number of possible
solutions but it may lead to increased
conflict among the workforce as
differences of opinion make it more
difficult to agree on solutions

• With dissimilarity comes the potential
for reduced understanding.  The
greater the differences between
people, the less one can assume they
share the same knowledge and
values.  Consequently communication
based on assumptions may break
down because levels of knowledge
and comprehension differ between
employees

• Because of the greater potential for
conflict, misunderstanding and
communication problems there may
be a need for increased management,
which leads to increased costs. (13)
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There are costs associated with diversity:
the cost of the effort to implement or
increase diversity, and the cost of dealing
with the effects of increased diversity.
Some of these are one-off and short-term
but most are long-term recurring
expenses and none are easily quantifiable.
For organisations with little diversity, large
costs can be incurred implementing new
practices to achieve the benefits of a
diverse workforce.  Against the costs, can
be offset the reductions in costs that
these policies may bring.

Companies believe that investments in
diversity programmes lead to a positive
impact both on the workforce and on
relations with customers resulting in an
improvement to the bottom-line in terms
of sales and costs.  Singh, Vinnicombe
et al (1) note that not all diversity
initiatives will necessarily have a positive
impact.  The best programmes succeed
when they are part of a good workforce
management plan.  Poorly managed
diversity programmes can be as harmful
as well-run ones can be beneficial,
particularly when expectations of
enhanced opportunities are raised by the
initiative.

Research (25) has been done which
shows that creating family-friendly
policies, which may be part of a
company’s diversity strategy, could have
a negative effect and alienate staff that
have no dependents.  Analysis of data
gathered for The Sunday Times 100
Best Companies to Work For shows that
employees with child dependents are
likely to be more satisfied with their
employers and their jobs than those
without.  This would seem to be a
vindication of the recent raft of family-
friendly employment policies put in place
by the Government to help people with
children.  But a clear majority, 62% of
the 20,300 employees surveyed, do not
benefit from such policies because they
have no child dependents.  While
employed parents are well cared for by
many companies, the survey showed a
worrying trend – people who have to
care for adult dependents tend to be far
less happy at work.  The survey showed
that more than 30% of people with adult
dependents reported stress related
symptoms at work and the instances of
employees feigning illness to get time
off almost doubled to 13% from an
average of 7.4%.

Appendix 3
The Cost of Diversity



iii.i Recruitment Costs

Dell has conducted its own research into
staff attrition data and has quantified
direct costs per hire for factory line
employees up to senior managers.  It
has estimated the cost of replacing a
senior manager at £85,000 and a non-
senior position at £5,500.  A range of
hard costs associated with recruitment
was also identified including (40):

• exit interviews
• separation processing
• theft/sabotage
• advertising and agency costs
• temporary staff to provide alternative

cover during the vacancy
• co-worker overtime
• recruitment administration
• application processing
• interviewing
• background checks (including drug

tests)
• referral/sign on bonuses
• relocation
• orientation
• training

Hay Group (26) estimates that the cost
of replacing a professional employee or
manager can be 100% - 150% of annual
salary; hourly workers cost around 50-
75% annual salary.  This includes direct
replacement expenses such as
advertising, headhunter fees and
employee development.  They find the
costs of employee turnover
proportionately comparable for smaller
and larger organisations. 

Indirect or ‘soft’ costs of recruitment are
harder to quantify, but add significantly
to the overall cost.  There are also
productivity shortfalls caused by
recruitment of new staff that may have
less knowledge and experience and
require training to achieve desired levels

of productivity.  There are also lost sales,
customer defections and effects on
customer experience.  These costs may
be recovered in the longer term through
reductions in employee ‘churn’, greater
staff commitment and improved
performance. 

Attracting and recruiting a diverse
workforce has the associated normal
recruitment costs at each level, but
against these can be offset the cost
savings this benefit and improvement
will bring:

• increased pool of qualified, high calibre
applicants

• increase in number of female applicants
• reduction in number of adverts placed

and agency recruitment costs 
• reduction in time taken to fill posts
• enhanced reputation – the company is

seen as ‘employer of choice’

iii.i.i Indirect Recruitment Costs

There are also indirect or ‘soft’ costs of
recruitment that are harder to quantify,
but add significantly to the other.  Dell
(40) identifies a range of costs
associated with loss of productivity in
three stages of the recruitment process,
the pre-departure period, the vacancy
period and the new hire period:

• Incumbent disaffection leading to
declining performance

• Effects on co-workers, supervisors
and subordinates leading to lower
productivity and poor morale

• New hire learning curve leading to
loss/slowdown in productivity whilst a
new employee transitions into the
new role

Effect on customer experience is also
given as a soft costs heading but the
absence of data illustrates that although
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there is a perception of staff changes
having an effect on customers, it is not
easily quantifiable, as are many of the
other types of cost.  (40)

iii.ii Retention

Section i.v above has set out many of
the issues regarding retention of staff in
the IT industry. Employers that do not
address diversity risk poor morale, high
absenteeism, declining productivity and
poor retention levels.  If women do not
believe their employer is committed to
maximising their potential, helping them
achieve the right balance between work
and home and equitable remuneration,
they are likely to take their skills
elsewhere.  Having the right employees
with the right skills has a tangible
benefit for the organisation; allowing
these employees to leave results in
tangible costs.

The costs of staff turnover can be
substantial.  Not only are there direct
financial costs of replacing staff but
indirect repercussions such as the loss
of skills, knowledge and experience,
intellectual property, disruption to
operations and the negative effect on
workforce morale.  In addition high staff
turnover represents a considerable
burden on HR and line managers if they
are constantly recruiting and training
new staff.  

Richard Lowther, Human Resources
Director at Oracle, which employs 900
IT consultants, has said:

“It costs £50,000 to replace an
experienced consultant and I do not
want to flush that away…..that has to
be part of the conversation with my
business managers about what is
going wrong if we are still losing
women” (24)

Common times to leave jobs are after
12-18 months of service, at 3 years and
at 5 years.  If an employee leaves after
12-18 months they may well join a
competitor as a trained employee, and
the cost of the training, which benefits
the new employer, has been borne by
the original employer.  As the Gender
equality in the workplace benchmarking
report 2003 notes (15), if staff are not
retained, they have in effect been
trained to work against the company.

The Women in IT Champions Group has
observed that there are some
environments where women tend to
stay in IT jobs for shorter periods than
men.  Although research is limited
because not all companies measure
tenure, it suggests that tenure might be
an issue in large IT organisations and in
other industries. (20)  Where women
have a shorter tenure than men, there is
an impact on the bottom line as the
same amount of money is invested in
training and developing women, for less
return.

iii.iii Absenteeism

Absenteeism is a significant problem for
all employers:

• according to the CBI, sickness
absence costs UK employers £10.2bn
per year.  The Health & Safety
Executive says 30% of this absence
may be related to stress

• The Industrial Society states that the
major causes of stress at work are job
insecurity, increased workload,
change, long hours and difficulty
balancing home and work

• a Chartered Institute of Personnel &
Development survey estimated that
34% of absence is not the result of
illness but is caused by home and
family responsibilities, personal
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problems, lack of commitment, poor
morale and the impact of long hours

• The Institute for Employment Studies
has found that employers who provide
child care services for their employees
save an estimated £2 for every £1
spent, due to reduced absence (18)

The costs of absence include:

• temporary cover/overtime to cover the
absence

• reduction in staff morale due to high
absence rate, leading to

• increase in stress-related absence and
more absence in other staff

• loss of productivity, and 
• decline in quality (16)

Work-life balance programmes as part of
a diversity policy can help reduce
absenteeism by allowing women more
flexibility in their working patterns, to
better manage their personal and work
commitments.  Other benefits include a
more motivated and productive
workforce, increased ability to attract
prospective employees and improved
retention rates.  After introducing work-
life balance measures, BT was able to
reduce its absenteeism rate to 3.1%
compared to the UK average of 8.5%.
(38)

Not only are those with caring
responsibilities often forced to take sick
leave to care for a sick dependent, but
also the stress of working long hours,
especially if combined with domestic
responsibilities, results in high levels of
stress-related absence in many firms.
Stress-related illnesses are responsible
for the loss of 6.5m working days per
year, which costs UK employers £370m
(29).  A recent survey showed that 71%
of workers say they suffer ill health
related to the way they work.  The
symptoms include irritability, fatigue and

poor concentration.  11% of people
admitted to making an error at work due
to fatigue and of these 22% estimate
their errors cost their company £10,000
or more. (30)

iii.iv Legal costs

The legal framework around diversity is
growing and currently includes:

• Sex discrimination
• Gender reassignment
• Pay discrimination
• Race discrimination
• Genuine occupational qualifications
• Disability discrimination
• Age discrimination
• Positive action/discrimination
• Human rights

As legislation catches up with what is
currently seen as best practice,
organisations need to keep their policies
and procedures under constant review
in order to comply with relevant UK and
European legislation, and this has cost
implications.  Costs include HR record-
keeping systems, diversity training for
HR staff and communication of new HR
policies.  The extent of these costs will
be influenced by the scale and nature of
existing internal processes and
legislative requirements.

Employees are becoming increasingly
litigious and the courts harsh on those
organisations, which fall foul of
employment law.  Ignoring equality and
diversity issues can result in more
litigation, tribunals, expensive
settlements and lawyer’s fees, and also
damage the corporate reputation.
Contravening employment law can have
heavy costs:
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• the cost of legal advice prior to
settlement 

• compensation paid to employees
discriminated against

• staff time required to administer the
grievance process and settle claims
added to these are indirect costs such
as:

• loss of corporate reputation
• lower morale of remaining employees
• loss of potential recruits, and even
• loss of customers  (16)

In 1999 victims of unlawful
discrimination (disability, race and sex) in
the UK were awarded compensation
totalling £2.55m, a rise of 30% on the
previous year.  However this is only the
tip of the iceberg in terms of costs as
many discrimination cases are settled
before they come to court.  A Personnel
Today poll (16) suggested that 50% of
firms settle out of court rather than go
to a tribunal.  Not only have the legal
requirements been raised but also
expectations and awareness among
employees.  Recent Government policy
initiatives have targeted equal pay and
opportunities.  There were nearly 40,000
such cases reported to the employment
tribunal service in 2000-01. (16)

iii.v Implementing Diversity
Policies

Costs and benefits of diversity study (9)
and Equality and excellence:  The
business case (16) identifies a range of
costs associated with workforce
diversity policies:

• Specialist staff:  during the
implementation of a diversity policy
many companies establish specialist
HR or business units to oversee and
support the process and this is a
recurring cost 

• Education and training:  staff need
the skills to implement diversity
actions and need to be informed about
new organisational goals, strategies
and policies.  Most expenditure on
training is incurred at the beginning of
the process

Mentoring and networking
programmes:  costs include training
for volunteer mentors, staff time to
participate in meetings, if during office
hours and travel and subsistence

• Working conditions and benefits:  to
attract and retain staff from diverse
backgrounds, companies may need to
reform existing employment contracts,
benefits packages and working
conditions.  There are significant
additional and recurring costs
associated with these measures, for
example:

Flexible working programmes:  staff
and management time deciding and
implementing changes e.g. payroll and
contracts, rostering and service
coverage, office accommodation and
the provision of lap-tops, mobile
phones, extra phone lines to support
home working

Maternity/paternity benefits:  salary,
benefits during additional leave (e.g.
health club membership, company
car), staff time to administer payroll
changes, cost of providing cover for
additional leave

Childcare schemes:  voucher
schemes and the costs associated
with workplace crèches - trained staff,
premises and equipment plus
overheads (lighting, heating, insurance
etc.)
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• Communication:  throughout the
period of implementation two-way
communication is needed with all
employees.  Communication sustains
morale, builds commitment and
awareness and reinforces progress.
The associated costs include IT,
production of materials, use of
facilities and additional staff time

• Employment policies: at the
beginning of the process most
companies develop new policies.
These state new goals and define
acceptable and expected behaviours in
areas that have a critical impact on the
working environment.  The costs
include management and staff time
drawing up policies, reproduction and
distribution expenses

• Monitoring and reporting:  most
companies set up some form of
monitoring and reporting process.
This measures progress against
objectives and provides an important
feedback mechanism to help senior
managers adjust the implementation
plan if necessary.  Setting up these
processes require additional costs
such as IT, staff and facilities and
although mainly occur at the beginning
can recur throughout the period of
implementation.

iii.vi Risk and Opportunity Costs

The Costs and benefits of diversity
study (9) also identifies risk and
opportunity costs in implementing
diversity measures.  Although non-cash
costs, they can have considerable
impact on businesses especially SMEs.

• Business risks: there are costs
associated with major organisational
or cultural change programmes.  Many
programmes take longer to implement

than planned or fail completely with all
the associated costs outlined above.
Sustainable diversity policies incur
costs, but conversely can save costs
too.

• Opportunity costs:  effective and
sustainable workforce diversity
programmes require considerable
leadership from managers at all levels
and functions.  Commitment and time
is needed to champion change, to lead
an organisation in a new direction, to
overcome obstacles and to maintain
commitment.  Diversion of scarce
management time to diversity actions
reduces time available for other
productive tasks.
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• Accenture (UK) Ltd
• Fujitsu Services Ltd
• Siemens Business Services
• UBS Investment Bank
• Cap Gemini Ernst & Young
• Training for Life
• Eve-olution
• Microsoft Ltd
• Computer Sciences Corporation
• CG Resources (Ambition IT)
• British Telecom plc
• IBM (UK) Laboratories Ltd
• IBM United Kingdom Ltd
• Intellect
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82 Appendix 5
Questionaire for Focus
Group Non-Attendees

Women in IT

A Business Case for Diversity

Company Profile ……?

Company name:
............................................................

Description of activity:
............................................................
............................................................

Total numbers employed:
............................................................

Proportion of females currently
employed:  

Overall..........................................%
Managerial ...................................%
Technical ..................................... %
Administrative..............................%

About you ……?

Your position in company:
............................................................

Job description:
............................................................

Length of time with company:  
....................................................yrs

Age:

❏ 18-24 yrs       ❏ 25-34 yrs
❏ 35-44 yrs       ❏ 45-54 yrs
❏ 55+ yrs

Highest education level:
............................................................

Brief summary of career history to
date (include any career breaks): 
............................................................
............................................................
............................................................
............................................................



1.  Can you provide a brief description
of the culture in the company
towards women employees (e.g.,
work practices, career breaks, equal
pay, career development …..)?
.............................................................
.............................................................
.............................................................

2.  Do you think diversity in the
workplace is beneficial?           Yes/No

2a.  If Yes, why do you say that?
.............................................................

3.  Does the company have a written
policy on diversity?    
Yes/No        (if No, skip to question 6)

3a.  If Yes, since when?
.............................................................
Can you outline its major components?
.............................................................
.............................................................

4.  Has a written diversity strategy
brought any benefits to the
company?:                             Yes/No

4a.  If Yes, please elaborate 
(e.g., with customers, suppliers – are
these benefits financial?)

Internal? 
.............................................................
.............................................................
.............................................................
External?  
.............................................................
.............................................................
.............................................................

5.  Has the implementation of a
diversity strategy added any
identifiable additional costs to the
company?                             Yes/No

5a.  If Yes,  please provide details:  
.............................................................
.............................................................

6.  Is your company experiencing any
problems with the retention of key
workers?                               Yes/No

6a.  If Yes, can you provide some
indication of the scale of the
problem?
.............................................................
.............................................................

6b.  Please elaborate on the precise
nature of the problem (e.g., grade,
skill level, pay, working conditions
etc.):
.............................................................
.............................................................

7.  Is this a particular problem with
respect to women employees?

Yes/No

7a.  If Yes, can you elaborate?
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
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8.  In general, what are the
implications of this problem for your
company (e.g., has it affected the
performance of the company in any
way?)
............................................................
............................................................
............................................................
............................................................

9.  Has the problem been formally
been discussed internally?      Yes/No

9a. If Yes, please provide details
(e.g., at what level within the
company)
............................................................
............................................................

9b.  Has any action been taken to
address the problem?            Yes/No

If Yes, what exactly?
............................................................
............................................................

10.  Has this problem created any
identifiable additional costs to your
company?                             Yes/No

10a.  If Yes, can you provide details
(i.e., in what area of the company
and is it possible to estimate by how
much?)
............................................................
............................................................
............................................................

And finally, a Personal View ………?

11.  Reflecting back on your career to
date have you left any of your
previous jobs in the IT sector for
reasons that could be related to
diversity issues?

Yes/No/Not applicable (no previous
jobs in the IT sector)

11a  If Yes, can you provide some
brief details (e.g., nature of the
problem, size of company/
organisation that you worked for….)
............................................................
............................................................
............................................................
............................................................

12.  In your view what are the three
most important factors that make the
business case for developing a
diversity agenda in the IT sector?

a)  .......................................................
............................................................
............................................................
............................................................
b)  .......................................................
............................................................
............................................................
............................................................
c)  .......................................................
............................................................
............................................................
............................................................

Thanks for your co-operation

Please note that all information will be
held in the strictest confidence and the
views of individuals will NOT be
identified. 

Please return this form to:

Professor Mark Hart
c/o  Intellect 
20 Red Lion Street, 
London WC1R 4QN
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