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Introduction

In 2007, Close the Gap published a position paper on the relationship
between actions to promote gender equality and profit.! That research
concluded that there is a clear business case forindividual companies
to consider gender equality in their workforce. The evidence showed
that equality and diversity considerations enable companies to
increase their profitability by recruiting the best available talent from
the widest possible talent pool. Also, firms which have more diverse
management teams have better business performance than those
with less diversity in management. Gender balance has also been
shown to be crucial to good, that is to say profitable, corporate
governance. Studies show a clear correlation between women’s
representation on corporate boards and financial indicators of
business performance such as financial performance and shareholder
value. Qualitative evidence from a range of companies in various
sectors shows that family-friendly and ‘flexible’ policies help
companies retain the best staff which, in turn, means better profit
margins.

Since the publication of that research, two things have happened in
the business world. One has been the global economic downturn
that began in the US sub-prime mortgage markets and the other has
been the increasing recognition that women’s equality in the
workplace is key to doing good business in the current economic
climate.

This brief position paper outlines the main ‘business case’ arguments
foraction to close gender gaps in employment and reinvigorates them
in light of the current economic downturn in Scotland. The evidence
presented here suggests that the costs associated with action to
promote gender equality are more than outweighed by the potential
benefits to be gained from them in terms of the ‘bottom line’. The
performance enhancing potential of gender equality in the workforce,
including equal pay, could prove to be of critical importance for
individual companies to stay competitive in these hard times.

Women as workers

The working age population in Scotland is set to decline in the next
20 years? meaning a shortfall of workers for Scottish business.
Encouraging more women into the workplace would be one way to
address this shortfall. Currently, women are just under half of the
working age population in Scotland yet evidence shows that women
represent more than half of the up and coming talent pool available
to business. In 2006-07 59% of Scottish® graduates who obtained first
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degrees were women.* It has been suggested that 70% of women
with science engineering and technology qualifications are not
working in these fields meaning a significant proportion of the
potential workforce in these areas are being lost to employers. This
represents a considerable loss to Scottish business overall.
Employers could benefit from this untapped resource by
encouraging women to apply to the male dominated areas in which
they are qualified. In addition, one study showed that high achieving
individuals prefer to work for more progressive companies so
organisations with good equality practices can expect to recruit the
best candidates.®

On the face of it, human resource arguments for gender equality
could have less resonance in periods of recession than when labour
markets are ‘tight’. However, evidence shows that gender diverse
workforces are more effective and that gender equality in the
workplace reduces costs to the employer associated with reduced
turnover, employee absence and the risk of employee litigation under
equality legislation.® The positive outcomes of gender equality in the
workplace are not negated by economic recession therefore
companies that are able to maintain a long term focus with respect
to gender equality, and equal pay, can gain a significant advantage
over their competitors. That said, evidence shows that the business
benefits available to gender equitable companies extend also to a
competitive advantage in product markets and better corporate
performance, as well as making the most efficient use of human
resources.

Women as managers

The ‘Female FTSE report’ indicates that in 2008, 22 FTSE 100
companies had no female representation on their corporate boards
and that only 12% of FTSE 100 directorships were held by women.”
The position paper published in 2007 highlighted a wealth of
evidence indicating that the presence of women on corporate
boards was connected to improved corporate performance. Since
then, the evidence base for this claim has only gotten stronger.®
Companies that are unconcerned about a lack of women in their
senior management are therefore at a disadvantage compared to
those that actively encourage a greater representation of women in
corporate governance. Furthermore, there is evidence that capital
markets and investment funds consider gender diversity to be an
important investment criterion and rating agencies are developing
tools to measure gender diversity.” Gender diversity and the
promotion of equality in the workplace are also a key part of positive
corporate image.
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Gender diversity in management and in the workforce in general
helps develop new ideas and ways of thinking'®as men and women
bring different perspectives to the table. The synergy of these skills
and experiences drives innovation which, in the current economic
downturn, could be a key source of competitive advantage,
particularly in the creative industries and technology intensive
sectors such as energy.

Gender balance in the boardroom has been associated with a
range of good governance indicators but, of greater importance in
the current economic climate, there is a clear connection between
women senior managers, financial performance'’ and profitability.'?
Recent research from Catalyst in the US shows that companies
with the highest representation of women on their top
management teams delivered 53% higher return on equity and 42%
higher return on sales than companies with the lowest.™ This has
been explained by the fact that having more women at senior
positions extend the portfolio of skills at the top of an organisation
and gives the company a better ‘feel’ for female customers.™
Indeed, one of the key areas in which women can add to firms’
competitiveness is helping them market their products to female
customers, an increasing proportion of the customer base.
Evidence shows that as more women move into the labour market,
associated growth in disposable income means higher potential
for sales.™

Women as consumers

In the US, women make over 80% of purchasing decisions and in
Europe they are behind over 70% of household of purchases.™ In
the UK, women are expected to own 60% of all personal wealth by
2025 and there are now more female millionaires between the age
of 18 and 44 than male."” Engaging more female customers could
therefore be key to gaining market share in the current economic
environment. Ensuring that firms have enough women within their
own ranks is crucial to the development of an effective gender
differentiated marketing strategy that allows businesses to tap into
women's increasing wealth and purchasing power.

In the banking and finance sector, research suggests that sales
can be improved with a more effective approach to marketing to
women, a strategy that can best be implemented by female staff
and managers from within companies themselves. A recent study
by Accenture'™ shows that businesses in this sector can see an
almost immediate increase in sales by taking into account the
gender differences of their customers and actively marketing to
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women directly. In times of recession and economic uncertainty,
smarter marketing is something that every business could gain from.

Conclusions

The evidence shows that maintaining a focus on gender equality and
equal pay makes good business sense and that companies who take
action to promote gender equality show increased profitability. This
derives not only from more efficient use of the underutilised human
capital of women but also by enhancing companies’ ability to market
to women and capitalise on theirincreasing wealth and purchasing
power, as well as reaping the rewards of increased innovation and
good corporate governance that having more women in the
workforce has shown to offer. Companies that can harness the
benefits of equality can gain competitive advantage in the current
economic downturn. Equality in hard times, therefore, is more
important than ever.
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