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Diversity management
as a business model

Introduction

Diversity means a process of management (includ-
ing communication) consisting in active and aware,
directed towards the future development of a value
based organization. Its basis comprises the accept-
ance of the existing differences and treating them as
a developmental potential. Viewing business through-
out diversity is not accidental; it derives from particu-
lar tendencies in economy towards, i.a.:

* increasing the share of employed women, ethnic
minorities, immigrants, elderly people

* establishing (creation) of new groups of consumers
and customers (new challenges) — growing diversifi-
cation of the consumers’ needs requires more crea-
tive strategies targeted at keeping them, as well as
more innovative products; processes, products and
services must be adjusted to these specific needs

* more varied labour force may influence better effec-
tiveness of the company, it may facilitate achieving
its objectives, rise morale, increase access to new
market segments, increase productivity.

Development of the concept of diversity man-
agement goes back to the seventies when the word
“diversity” referred to minorities and women per-
ceived as groups of employees. For a long time, the
managers believed that diversity in the workplace
means increasing proportion of gender, national and
ethnic minorities representation, as well as employ-
ment of these groups. The first amendments to the
US Constitution in this field were adopted in the
USA in 1974 and 1975. New legislature forbidding
any discrimination based on race, ethnic origins, reli-
gion, disability or sexual orientation (Articlel3 of the
European Communities Treaty) was also introduced
in the European Union.

Diversity is therefore connected not only to gender,
but also to other differences, which may constitute
the base of exclusion such as: age, fitness (physical
condition), race, appearances, income diversity, place
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of residence, sexual orientation, having children, etc.
However, the most widely discussed in Poland is dis-
crimination against women in employment. One of the
main factors that indicate the significance of this prob-
lem is the difference in wages and salaries between
women and men. According to the Community stud-
ies, the pay gap in Poland is lower than in the Euro-
pean Union and amounts to 10% (in the EU - 17%),
however in some groups the gap reaches 30%!.

Stereotypes in the societies characterized with
a low level of trust and openness, among which Poland
may be partially included (however, the situation
in Poland has been slowly transforming after the
accession to the European Union) are nevertheless
deeply rooted and it is very difficult to change them.
Whereas, according to R. Kapuscinski “Every single
one of (...) the people we meet on the way through
the world consists of two beings, comprises the duality,
which is often difficult to separate (...). One of these
beings is a human such as anyone of us: they have
their own joys and worries, their good and bad days,
enjoy success, do not want to be hungry or cold, feel
pain as suffering and unhappiness, perceive well-being
as satisfaction and fulfilment. The other being over-
lapping and intertwined with the first one is a human
perceived as a bearer of racial characteristics, bearer
of culture, beliefs and opinions. None of these beings
appears in the pure and isolated state, they both co-
exist, influencing each other.”?,

Therefore, the objective of the presented study will
be not only indication of these differences and ambi-
guities mentioned by R. Kapuscinski, but also their
acceptance and effective utilisation in management,
in a new business model.

The concept of business model

The literature in the scope of management 3, par-
ticularly strategic management, often uses description
of a business model in the context of a particular way



of conducting activity by the enterprise, characteris-
ing it in a long-term and allowing values development
within the longer time perspective. In the Author’s
opinion, business model defines a specific for a given
enterprise’s way of creating values for customers and
other interested parties — participants of the supply
network. The objective of any enterprise is increas-
ing its value over a long-time period, whereas the
main problem poses little predictable environment.
Diversity management may become one of the ways
allowing realization of values in a long-time period.
However, it requires the key resources: trust and eth-
ics, obligatory in the organization as the main and gen-
erally observed values.
Among main advantages of diversity management
are mentioned:
— strengthening values of intraorganizational
culture
— strengthening a good opinion (reputation) of the
corporation
— assistance in attracting and keeping talented
workers
— improvement of motivation and effectiveness
of the existing staff
— increasing the workers’ innovativeness and
creativity.
The survey carried out in the EU in 2005 indicates
a broad range of opportunities for the use of diversity
management*:
— recruitment, selection of employees, the policy
of keeping them (almost 90% of answers)
— employees’ development and advances (85%)
— development of leadership and talents management
(85%)
— the use of strategies (75%)
— politics and procedures (74%)
— employees’ cooperation (68%)
— marketing and communication (35%)
— customer (client) service (32%)
— development of products and services (25%)
— sales (22%)
— reductions, restructuring (20%).
Diversity management requires development of the
adequate company’s culture and it is closely linked to
sustainable development.

Management vs. culture

Culture is a set of shared beliefs, values and behav-
ioural patterns, mutual to a particular group of peo-
ple.> The silent language of culture means mainly
the differences in the use of space and time orienta-
tion®. On the one hand, they are inspiring, while on
the other, they may lead to cultural shock manifest-
ing through the sense of being lost and/or threatened.
National culture and organizational culture have a sig-
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nificant impact on possibility to use various models
of diversity management.

According to G.C. Avery, when analysing various
approaches to management, the four basic manage-
ment styles closely related to leadership styles may be
specified. The table 1 illustrates connections between
the styles of management and leadership styles. Mov-
ing towards the bottom of the table it is obvious that
employees’ participation in decision-making is increas-
ing, alongside their responsibility for these decisions.
The lowest adaptability to the changing environment
characterizes classical organization, while the highest
— organic.

Table 1. Four main styles
of decision making connected
to management paradigms

Styles Decision making Decision Paradigm
process maker

Authori- | Leader makes decision .
tarian mainly independently Leader | Classical
Consulta- | Leader consults partic- Leader Transac-
tional ular subordinates tional
Based on | Involvement of the
consen- |whole group, working |Leader |Visionary
sus out the consensus
Based on | The right to make de-
reciprocal | cision is granted to Grou Oraanic
arrange- |a group or particular P 9
ments subordinates

Source: G.C. Avery, Leadership in organization, PWE, Warsaw 2009,
p. 70.

The way of using language in communication may
vary significantly depending on culture. On the basis
of this, the anthropologist E.T. Hall defined two kind
of cultures: low-context ones for whose representa-
tives it is important to use a verbal message in order to
understand their intentions, and high-context ones for
whom the nonverbal message based also on relations
and references to the past is more important. Among
the former are western cultures, whereas Asian, Mid-
dle East, Latin and South American countries belong
to the area of high-context cultures. Then, R.R. Geste-
land divided cultural models of business behaviours
into pro-partnership ones (relationship-focus) and pro-
transactional (deal-focus). The key factor in the former
ones is focusing on human relationships as the base for
business, and participation in a given group of acquaint-
ances as the key to success (among others Arab, Latin
American, and most Asian countries). Whereas in the
latter ones, business can be done with different peo-
ple, even total strangers (Northern Europe, Northern
America, Australia, New Zealand).7 In the Author’s
opinion, the mentioned divisions are overlaid with
a specific cohesive factor of social ties — trust. Knowl-



edge of the basic cultural codes constitutes the key fac-

tor “softening” the effect of cultural shock.

Another element significantly differentiating par-
ticular cultures is the use of space in order to commu-
nicate. The above-mentioned issues are the subjects
of proxemics. The issues include:

1. the principles of building a personal space and
maintaining appropriate distance during communi-
cation, characteristic for different cultures, as well
as the place where a given person was brought up
(rural, urban areas) or family relationships (for close
relatives, of a low level of hierarchization of rela-
tionships this distance is smaller),

2. internal and external architecture which facilitates
collective work or establishes conditions for individ-
ual work.

Namely, in Japan organization of space may play
different roles depending on its light, more symbolic
than formal arrangement. At night, the guest-room
is changed into a few bedrooms after dividing it with
paper partitions; when a manager whose work station
is situated in the so-called cubicle in the open space
wants to work alone, they place a bamboo stick next
to their cubicle and in this symbolic way “shut them-
selves” from the others3.

The illustration below presents the organization
of a common space — the meeting place. On the left
side, there is presented a very innovative arrange-

ment which aim is creating a rather cameral atmos-
phere, on the right — classical, most often used room
arrangement.

The approach to time constitutes another element
dividing particular cultures into monochronic ones
where time is perceived as sequences and polychronic
ones where time is a secondary factor in respect to
relationship development. Generally, Western and
American cultures are largely determined by the
course of time; its violation (unpunctuality, dealing
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with different matters at the same time) is perceives
as uncivil.

Religion as an important factor determining cul-
tural boundaries sets also the rules learning of which
allow better navigation through business. Regardless
the decreasing significance of religion in the contem-
porary world, some principles have already “perme-
ated” secular life, while in some societies they still
determine the rhythm of life and paid work®.

A written contract is perceived in many countries
as binding; however, in some Asian countries, e.g.
w China, a written contract is only the beginning
of changes that take place in the course of both par-
ties cooperation. The English law recognizes gentle-
men’s agreement that means that if the parties settle
a deal regarding particular solutions in a non-verbal
way, this agreement is binding. Similar situation is
observed in case of Islamic countries, where expect-
ing to have a given word confirmed by a written con-
tract may be considered as offensive.

Values perceived in particular
cultures - cultural models

The subject literature presents several cultural
models, which allow aggregation of particular cultures
in pursuit of management principles. However, such
classifications should be approached with due consid-

eration, as they may consolidate the already deeply
rooted stereotypes. On the other hand, they may be
useful in a search for motivational tools in the socie-
ties representing various cultures.

According to the Hofstede’s modell9, national cul-
tures are viewed through the prism of five dimen-
sions:

1. Power distance, which mainly deals with observ-
ance of hierarchy principles; in the cultures with
low power distance, i.e. flat organizational structure,
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relations between the leaders and subordinates are
more informal (consultational management), there
are more visible attempts at egalitarianism. In
turn, a low level of formal differentiation facilitates,
according to the social capital theory, creativity and
innovativeness, as well as economic development.

It manifests with lack of huge “pay gaps” therefore

lower income differentiation. It may be assumed

that such situation creates enterprises employing

“experts”, i.e. people with high competences and

skilled in global analysis. In turn, cultures with

high power distance are based on hierarchy, which
favours authoritarian and classical leadership.

2. Uncertainty avoidance; simplifying somehow, it
may be admitted, that culture accepting high level
of uncertainty favours introduction of changes, it
also establishes rather flexible operational frame-
work; from the point of view of management it
translates into a visionary or even organic leader-
ship model; in turn, cultures preferring high level
of uncertainty avoidance are based on rules, regu-
lations and standardisation, which allow high pre-
dictability of everyday activities.

3. Individualism/collectivism: this dimension allows
assessment whether (and to what degree) partic-
ular cultures concentrate on teamwork and value
it as the way to find solutions, or prefer individu-
alism. Managers in collectivist cultures are more
inclined towards developing teams, because in the
companies where collective work is the core of cul-
ture the workers are more inclined towards acting
as a group.

4. Masculinity/femininity: masculine cultures value
assertiveness, competitiveness and ambition to
a greater extent, while feminine cultures prefer
cooperation and good relationships at work.

5. Attitude to time, meaning a degree of interest in
operating within the real time or thinking about
the future.

Thus, for example Japan is a masculine culture
country, characterized with concentration on the
remote future, with culture close to collectivism. The
Japanese try to avoid uncertainty (which, i.a. means
employment stability), while their distance to power
is on a medium level. Following the above model, we
may characterize other countries.

A slightly different approach based on two dimen-
sions, first of which are human relationships, while the
second concerns attitudes towards time and environ-
ment, is represented by F. Trompenaars!!. He indi-
cates five main differences between cultures, based
on relations:

— universalism versus particularism, i.e. adjustment
to the rules and principles obligatory in a given
culture (either accepting the rules or more flexible
approach to the rules)
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— individualism versus collectivism (communitari-
anism) (individual freedom and responsibilities in
mutual relations or focusing on common interest
and reaching consensus)

— neutral versus affective relationships; level of show-
ing emotions in mutual contacts; in case of some
cultures, for example, in Japan keeping a distance
and objectivity are most important, while showing
emotions is perceived as tactless;

— specific versus diffuse cultures, it refers somehow
to the previous dimension; it indicates the depth
of relationships or their superficiality;

— achievements versus ascription (achievements vs.
assigned attributes); it indicates the way to reach
a particular position in the society
In turn, depending on the attitude towards time,

Trompenaars contrasts time perceived as a sequence
with time viewed as synchronisation and divides cul-
tures into sequential ones where time is treated as
a straight line sequence of events and synchronic ones
that treat time as a circle, fusing the past, present
and future. The attitude to environment is related to
self-perception of the individuals either as controllers
of environment, which is used as the mean for achiev-
ing their own goals (inward directed cultures), or as
parts of nature (outward directed cultures). The care
of environment is also one of significant factors of sus-
tainable development.

The role of a leader in
managing diversity

The presented above cultural divisions point out
the threats, as well as the chances respective to the
management in the culturally diversified world. Based
on them we may draw a conclusion that management
theories cannot be applied in a universal way, as the
means that proved to be effective in case of one com-
pany may not be appreciated in another. In the light
of the most advanced theories, maintaining the com-
pany values over the long-term means taking care
of non-material assets to a much larger extent that in
the past. These assets comprise people, their knowl-
edge, competences, commitment and motivation.
From the managers’ point of view, such key factor
becomes leadership understood in a broad sense.

The role of leadership in the complex and increas-
ingly less stable environment is becoming more impor-
tant. Therefore, the managers’ role is changing sig-
nificantly. A useful tool for developing this new role is
the chaos theory!2, which puts the stress on the order
rooted in the very nature of the system — universal
behaviour of similar systems. In consequence, each
organization aiming at developing culture of innova-
tiveness, should head for chaos. However, too much
chaos also poses a threat to the organization function-



ing. Therefore, it is necessary to seek such state of bal-
ance that allows existence of some state of “order” as
well as “disorder”. Too much order may lead to weak-
ening of the system flexibility, therefore to reduction
of its adaptive abilities. Cultural diversity may lead to
creation of chaos, which is connected to low predict-
ability of synergy, resulting from work in culturally
diversified teams. One should also include the nega-
tive aspect of introduction of diversity into the organi-
zation of high level of hierarchization and obligatory
standards, i.e. the enterprise that is not prepared for
acceptation of a new “alien” structure. In such case,
the effect may be a “rejection” and even tighter isola-
tion of the organization. Therefore, for managers it is
important to aim rather at lowering the level of con-
trolling instead of the usual in such situations tight-
ening control. Weakening the level of control usually
stimulates “self-regulation” of the system that is an
organization. However, in order to achieve self-regu-
lation of the system additional conditions are neces-
sary, such as trust and morals (ethics) executed in the
enterprise. Otherwise, it may lead to destruction of the
entire system.

Such situation is currently observed in Poland
where a dynamic economic growth of the last years
and almost doubled share of people with tertiary edu-
cation among adult population during the last two dec-
ades is not accompanied by a growth in social capi-
tall3. The ties between people and their cooperative
ability are the substance of the social capital nature.
Among measurements of social capital are mentioned
the level of trust, corruption, social activity, i.a. meas-
ured with participation in social organizations, density
of the informal social networks. The trust in the insti-
tutions is measured each year by the Eurobarometer
surveys. Since the Accession of Poland to the Euro-
pean Union, we have been holding the last places in
this survey. The trust in institutions translates into the
trust in other people, including business partners as
well as leaders — managers in organizations.

A low level of trust generates high transactional
costs caused by a necessity to establish broadly meant
controlling institutions. Management based on control
generates high transactional costs also in organiza-
tions. When analysing the reasons for such low posi-
tion of Poland in the ranking of “trust in institutions”
it is worth to take notice of the construction of the
legal infrastructure in Poland. It is based on the prin-
ciple of lack of trust in the public. Citizens should
prove their compliance with the law, as the assumed
principle is the treatment of all “citizens” as potential
criminals. Therefore, it does not assume honesty as
the fundament for developing legal and financial sys-
tems. This has serious consequences not only for the
systems of financial instruments, but also for moral-
ity and trust in the state. Finally, it not only leads to
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development of controlling systems, which usually
trace criminal offences of little significance, but also
to further erosion of trust in the state, because cor-
ruption and nepotism are not treated as the factors
harmful for developing democratic society4.

After reaching a certain level of society wealth,
human capital ceases to play such a significant role
(for Poland the threshold is a level of 8-10 thousand zt
per person), whereas the key determinant of growth
becomes social capital. Seclusion in local groups,
therefore erecting high entrance barriers to local com-
munities, becomes a significant factor hindering fur-
ther development. The stronger are the ties within
a group, the weaker is creativity and tolerance, and
the tendency towards establishing ties with custom-
ers (clients) or co-operators not belonging to a par-
ticular group. The benefits generated by social capi-
tal were presented by D. Halpern!S. Trust and ties
that it facilitates allow better circulation of informa-
tion and stronger inclination to share it. In addition,
transactional costs are declining, because a deal may
be concluded “on the spot” without having to include
provisions and other conditions that create additional
system of securities but also require control. At the
same time, positive relations with others make us
more inclined towards investment in the common
good.

In uncertain situation, the managers are advised to
“surf the wave” instead attempting to create control-
ling tools. In such environment, a leader tries only to
determine general direction for the future, which will
be subject to corrections depending on environment.
In the traditional, stabile situation leaders attempt to
organize the staff and internal processes subordinat-
ing them to realization of the vision. They assumed
that rational actions had a deciding impact on the
organization’s future. The results are failed realiza-
tions of visions and changes of leaders. Some leaders
are believed to be better suited for maintaining the
enterprise during the peaceful times, while others are
perceived as the ones taught to operate under crisis.
However, such distinction does not seem to be justi-
fied, as changeability of environment enforces perma-
nent acting “in crisis”. Therefore, these skills turn out
to be the most valuable.

The significant problem is matching the “leader-
ship” vision and the notion of the group — the enter-
prise labour force. Enterprises with traditional cul-
ture, managed autocratically therefore according to
the classical and transactional paradigms16 will be less
susceptible to the visionary or organic leadership. The
organizational structure of an enterprise may signifi-
cantly facilitate identification of culture and the com-
pany’s adaptability to changes. High level of hierar-
chization, i.e. high power distance according to the
Hofstede’s classification implies application of the clas-
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sical management style and similar leadership. Most
often innovativeness is the factor that “imprints” itself
on the enterprise organizational structure and creates
environment susceptible to organic management.

It is also worth to consider the key factors influ-
encing functioning of the global economy, which will
also allow identification of main risks for enterprises,
caused by external factors. G. Mulgan believes that
the shape of the future economy will be determined
by three factors: ecology, globalization and demogra-
phy!7. He anticipates that a new type of capitalism
will focus more on these factors, as the key ones for
the further economic development. It will also cause
transformation of the main role of capitalism: from
the service receiving into service providing. Thus,
also the role of the state will change. It will transform
from guarding (characteristic for neo-liberal currents)
to supporting developing of new culture based on sus-
tainable development.

The increasingly more often criticised consumption-
ism, which may be perceived as a symptom of some
kind of social infantilism, evolves into civic move-
ments (e.g. Slow Food, ecological movements, anti-
globalists) based on similar ideologies and responsi-
bility such as social networking websites. They have
already been issued proposals to introduce individual
accounts of carbon dioxide emission, or personal social
and health accounts. They may constitute basic ele-
ments of the new architecture of the state that takes
care of risk dispersal, and combines new rights with
obligations to economize or managing owns accounts
(increasing the sense of responsibility for undertaken
activities among the public).

Therefore, there is created economy based on
social capital where relations comprise the base for
operating in the new system. G. Mulgan defines it as
“welfare economy”, although in the Author’s opinion,
its basic value is not passive “welfare”, but active
development of social networks, the base for civic
society. An active environment for developing such
economy creates “feminine” management style based
much more than the masculine one on coaching and
mentoring. Women managers in many situations are
more effective than their male counterparts. Their
role and position in the companies operating on the
Polish market is improving gradually, nevertheless
their percentage share among the top executive man-
agers is low. Boris Groysberg!® believes that in com-
panies, women — stars perform much better in a new
job than men who often have problems with adjust-
ment to new structures and organizational culture.
According to Groysberg, the main reason for this lies
in a different way of building relations with environ-
ment. Men cope better within the enterprise, women
with external relationships. These theses were sup-
ported by the marker surveys carried out over a small
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group of people representing well a branch developed
on the advanced market. There are no such thorough
studies in Poland!®.

Conclusion

Managing diversity writes well in the search for
new, more effective tools for coping with the envi-
ronment uncertainty. However, effective utilisation
of this model requires much better then hitherto
skills from the leaders. It is possible, that the compe-
tences allowing releasing the synergy of diversity will
become the key competences of the next post-capital-
ism era. However, the main tissue that allows realiza-
tion of this strategy remains social capital. Contrary
to what might be considered as logical, a rapid drop
in social capital follows in the wake of economic crisis.
Reconstruction of trust and relationships during the
period of better economic situation will require spe-
cific skills from the leaders, both in enterprises, as
well as in states.

Referring to the often-discussed problem: whether
the leadership has gender, the Author does believe
that most effective are mixed teams with equal rep-
resentation of both genders. Personally, the Author’s
feels close to the vision of organic leadership, within
the framework of which decision is made searching for
the solution regarding different opinions — even very
contradictory ones. This is the way to create organ-
isms characterized with high adaptive abilities, which
actually is the core of management in the changeable
conditions.

The examples of the use of diversity
management model in enterprises2?

Citi

In the Citi it is believed that diversity of staff facili-
tates obtaining, development and keeping the great-
est talents, increasing creativity, innovativeness and
flexibility, development of stronger ties with clients,
strengthening reputation (choice employer) and adjust-
ment to the global demographic tendencies. It might
be worth to quote the motto which is the Citi value
and regards working environment: “Creating working
environment free from exclusions and fostering respect
— through training and raising awareness. In our com-
pany, cultural differences are not only respected, but
above all they are desired. We offer flexible work
arrangements, in order to allow our personnel to find
the adequate equilibrium”. Citi is also preparing for
the future trends within this range, determined by the
following elements: increasing significance of faith and
religion, cross generational team of staff, care, non-tra-



ditional patterns of work, concentration on fatherhood
and diversity of services providers.

HRK

The HRK.pl analyses and utilises market tenden-
cies in recruitment and management. Among the key
phenomena are mentioned:

— increasing awareness of the organization and man-
agers concerning business profits derived from cre-
ating heterogeneous teams;

— closer cooperation between the Human Resources
section and “business” inside the organization ;

— higher maturity of managers in respect to diver-
sity seeking, initiating and acceptance, in order to
create teams able to operate effectively in various
market conditions and in changing business envi-
ronment;

— increasing trust in competences and potential
of candidates with simultaneous resignation from
stereotypes.

Although a still large group of managers is believed
to make decisions concerning recruitment based on
intentions to establish homogeneous teams, never-
theless, the recently observed decline of the world’s
markets may effectively verify such approach as
inflexible and hindering effective actions targeted
at efficiency.
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