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Section 1: Executive Summary

1.1 Introduction

The purpose of this document is to set out the business case for diversity and equality within The Insolvency Service. It aims to articulate the costs and benefits of The Service’s commitment to diversity and equality.

The business case stands alongside The Service’s view that a commitment to diversity and equality is a moral imperative. Further, as a public sector body and an employer, The Service is subject to various statutory equality duties.

Most research shows that empirical evidence on the relationship between diversity initiatives and financial benefits remains sparse and that the links are complex and difficult to quantify. Associations are made between diversity and improved financial performance but they are inconclusive. However, research also shows that the problems linking investments in diversity initiatives with business performance should not undermine the importance in such investments, but it does make a robust business case more difficult.

1.2 The Business  Case – an overview

As detailed in The Insolvency Service’s diversity and equality strategy, its commitment to diversity and equality is a business decision, which results in:

Efficiency – through:
Access to a wider recruitment pool: By being an employer who can attract a diverse range of applicants, we will have the widest possible pool of candidates to select from and thus improve our ability to recruit the right person first time, every time. Further, with a growing ethnically diverse population, the likelihood of more women entering the labour market and an ageing population, equality of opportunity and life work balance will be key in attracting (and retaining) skilled and experienced members of staff. 

Retention of staff: If our staff feel valued, they are more likely to stay in our employment and The Service will benefit from their experience and investment in training. 

Improved employee engagement: We can make the most of the contribution that staff can bring to The Service by valuing and supporting the diversity of people’s backgrounds and lifestyles. A culture of respect in the workplace indicates that an organisation values its workforce which can improve staff engagement and morale, leading to increased motivation. 
Improved talent management: By understanding diversity, we can unlock talent in everyone.

Meeting our legal equality duties: Being an organisation that meets its statutory equality duties helps to avoid costly and unnecessary discrimination claims.

Innovation – through:

Improved creativity: Having a diverse workforce means staff bring different perspectives, styles and approaches to problem solving, different viewpoints, skills and varied knowledge to the business.

Effectiveness – through:

Better understanding of customers: We can use the insights and experiences of a diverse workforce to better understand the service delivery needs of different groups.

Better engagement with customers: A diverse workforce has the capacity to engage better with all sections of the community.

Delivery of better services: Respecting and valuing differences will help ensure that our policies and services reflect the needs and experiences of the people we serve.

Enhanced reputation: Practising equality and diversity with both our workforce and our customers improves reputation.
1.3 Summary Cost-Benefit Analysis

Costs
· The cost of central resources (staff costs and money) to progress The Service’s diversity and equality strategy 
· Opportunity costs associated with Business Units to deal with the impact of the strategy and dealing with the effects of increased diversity.
Benefits

	What’s the challenge for The Service?
	What is The Service proposing?
	What will happen/how much will it cost if we don’t take action?

	Access to a wider recruitment pool

	Analysis of recruitment diversity data indicates that although The Service does attract applicants from a Black or other ethnic background (“BME”), but not BME applicants with the necessary literacy/numeracy skills. 
	Future action planned by the Diversity & Equality (“D&E”) Team will enable The Service to further explore suitable ways of attracting suitable BME applicants.
	If we fail to take action in this area, The Service will have a restricted recruitment pool, which will become smaller as the BME representation in the general workforce grows. 

	Improved employee engagement

	The Service has no real understanding of why differences by diversity strands observed in the October 2009 staff survey exist, although can offer some explanations based on anecdotal evidence.


	Action planned by the D&E Team will enable The Service to explore why these differences exist, e.g. the proposed roll out of Staff Network Groups; the staff disability survey.
	The Service will not be able to take the appropriate action to address the differentials, and thus may be unable to improve engagement scores of particular staff groups and hence The Service’s overall engagement scores.

This means that The Service will not be able to maximise the productivity of all staff.

	Management referrals to The Service’s Occupational Health provider show that The Service’s staff are more likely to have mental health-related issues compared to other organisations.
	The D&E Team are taking action to improve support for staff and guidance to managers regarding mental health issues.
	The Service will not be able to reduce the lost productivity attributable to absenteeism and presenteeism.

	Improved talent management
	
	

	Analysis of staff equality data shows continuing differentials as regards its BME staff, regarding Band representation, promotion, participation in learning and development, and discretionary payments. The reasons are unclear.

	The D&E Team are currently considering how we can better understand our engagement with BME staff to identify any barriers and how they can be addressed.
	The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed.

	The Service has no strategy to ensure it maximises the potential of all staff within The Service to improve business performance.
	The D&E Team have produced proposals for a Service talent management strategy, including diversity monitoring.


	The Service cannot assure itself that staff talent is identified and maximised for the benefit of the business. This may lead to non cost-effective staff development, unnecessary recruitment costs and loss of talent.

	Meeting our legal equality duties

	Results of participation in benchmarking exercises has highlighted that The Service has various areas where it currently does not wholly meet current statutory equality duties. 

	The D&E Team have rolled out a new EQIA framework for The Service to ensure its new policies comply with equality legislation, and will assist in the completion of /complete EQIAs for Business Units. The Team will continue to undertake equality reviews (subject to resources).
	The Service will not be taking steps to mitigate the risk of breaching equality duties, with consequent possible financial and reputational costs.

	The Service deals with a number of internal Discipline and Grievance cases, external Civil Service Appeal Board cases and Employment Tribunal cases mentioning discrimination.
	The D&E Team are currently reviewing The Service’s diversity and equality training, to ensure that all staff understand their diversity and equality rights and responsibilities.
	The Service may have to continue dealing with claims of discrimination, with consequent possible financial and reputational costs.

	Improved creativity
	
	

	The October 2009 staff survey showed that 43% of staff thought it was safe to challenge the way things are done in The

Service, which may indicate that the majority of staff do not feel that they work within an environment of trust and openness.
	Work on diversity and equality issues may encourage such an environment.
	The Service may be stifling the creativity of its staff, and consequently missing out on possible opportunities for improving its business.

	Better understanding of customers

	The Service is currently not fully utilising the insights and experiences of its diverse staff to improve business performance, as well as to fulfil its statutory public sector duties. 


	The D&E Team has set up a new Diversity & Equality Consultation Group, with whom consultation is part of the EQIA framework. The D&E Team has also explored setting up staff network groups.


	In the absence of a diverse workforce, and/or appropriate channels to assist The Service in understanding the needs of different groups, The Service would need to seek advice from external diversity and equality groups. The costs in consulting appropriate external groups amounts to in excess of £10,000 per meeting of such a group.

	Better engagement with customers

	The Service currently has good overall representation that broadly reflects the background population. However, representation of women, BME and disabled staff at higher Bands is less than the background population.
	The D&E Team is undertaking work to ensure that The Service understands why such differentials exist, and whether they could be addressed.
	As above, The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed.

	Analysis of available customer equality data shows various differentials regarding ethnicity. 
The reasons are not clear, but these differentials may in part be due to a lack of understanding by BME debtors about The Insolvency Service’s role and their duties to co-operate (which may be attributable to language barriers or cultural factors).
	To address this issue, the D&E Team is currently considering how we can better understand our engagement with BME external stakeholders.
	The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed. 

	The Service currently undertakes limited activity to engage across all sectors of the community.
	The D&E Team are currently undertaking work to address these issues (subject to resources).
	In the absence of a formal engagement programme, The Service is unable to evidence the consultation/involvement of  equality stakeholders, and more generally, its duty to promote equality.

	Delivery of better services
	
	

	The Insolvency Service is currently not effectively utilising the information available from engagement with its diverse workforce and its diverse stakeholders to improve the quality of its services.
	As detailed above, The D&E Team have rolled out a new EQIA framework that ensures that Business Units consult with relevant internal and external groups to improve its internal and external policy development. The Team is also working on reporting on, and improving the capture of customer equality data. 
	The Service will not have a credible evidence base to provide assurance that its services are truly accessible to all and meet the needs of diverse stakeholders across all policy sectors.

	Enhanced reputation
	
	

	Compared to other employers, evidence shows that The Service still has some progress to make as regards mainstreaming diversity and equality throughout its policies and practices – and meeting best practice guidelines.


	Following the establishment of the D&E Team, a strategic and structured approach to diversity and equality work has been developed to support its aim to mainstreaming.


	It could leave The Service vulnerable to criticism.


1.4 Methodology

To prepare this business case, all relevant research regarding the potential costs and benefits of diversity work has been identified.

As regards benefits, a summary of this research is presented in an overview. Then, the relevance of this research to The Insolvency Service is presented, based on available evidence, together with the action being undertaken by the D&E Team.

Section 2: Costs

There are costs associated with The Service’s commitment to diversity and equality. They comprise:

· The cost of central resources to progress The Service’s diversity and equality strategy;

· The cost for Business Units to deal with the impact of the strategy; and

· The cost of dealing with the effects of increased diversity. 

2.1 Central resources to progress the strategy

The Service’s D&E Team is responsible for the promotion, implementation and monitoring of The Service’s diversity and equality strategy. 
2.2 Impact of the strategy 

Costs in this area fall into three areas:

· Additional work for all Business Units to initially mainstream diversity and equality considerations into their business processes, although once mainstreamed, diversity and equality issues should not require the allocation of substantial time/resources from all Business Units.

· Staff may need new skills and knowledge to implement diversity actions. This cost is mitigated by the D&E Team ensuring that it supports Business Units as appropriate, e.g. providing appropriate training, support and reference materials. 

· Communication: throughout implementation, two-way communication is needed with all employees to sustain morale, build commitment and awareness and reinforce progress, with associated cost of staff time. However, this cost is mitigated by the D&E Team’s principles of engagement regarding its communications being cost effective (using existing resources wherever possible) and proportionate.

These costs cannot be easily monetised. There are no specific financial costs, and the staff time costs are opportunity costs
2.3 Effects of increased diversity
A diverse workforce may generate increased creativity, but there may be greater potential for conflict, misunderstanding and communication problems. Therefore, there may be a need for increased management or training in this area, which leads to increased costs.

These costs cannot be easily monetised. Again, these are opportunity costs only (unless there are any specific costs associated with any training needed, although this should be minimal).

Section 3: Benefits

3.1 Access to a wider recruitment pool

Overview

Statistics
 show that as regards the general workforce in England, Scotland and Wales:

· 48% are women

· 9% are from an ethnic minority background - and over 20% of the emerging workforce (children in primary and secondary education) and around 17% of undergraduates are from an ethnic minority background.

· 16% are disabled

· 32% are aged under 35

· 6% have a non-Christian religion or belief

Additionally, it is estimated that 50% of the labour market growth from 2003 over the next 10 years will be from BME communities
.

It is estimated that 5-7% of people in the UK are lesbians, gay men or bisexuals, and the prevalence of people who have gender dysphoria may now be 20 per 100,000, i.e. 10,000 people in UK, of whom 6,000 have undergone transition
. 

It is predicted that by 2011, only 18 per cent of Britain’s workforce will be white, male, non-disabled, under 35 and heterosexual
. 
By being an employer who can attract a diverse range of applicants, an organisation has the widest possible pool of candidates to select from and thus improve its ability to recruit the right person first time, every time. 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.

Qualified and talented candidates are often attracted to “employers of choice” who show they are committed to developing a wider array of people
. For example, BT reports that equal opportunities and diversity policies have resulted in the company attracting 37% of female graduate applicants
. Further:

· In a recent opinion poll, one in five undergraduates said they would not work for an ‘unethical’ employer
 

· Eight in ten people considered employers’ attitudes towards health an important factor when making job decisions

In order for an organisation to become an employer of choice (especially when there is a competitive employment market), it needs, amongst other things, to demonstrate that it has an inclusive workplace – and having robust diversity and equality policies and practices is essential to demonstrate this.

The Insolvency Service
	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	Analysis of the diversity data of applicants for the Level 1 and 2 examiner recruitment campaign in April 2009 showed:

· The Service attracts and appoints a good proportion of suitable women – 46% of applicants were women and 62% of appointees were female

· The Service attracts a good proportion of BME applicants, but a significant proportion fail the literacy/numeracy tests – 16% of applicants were BME, but only 5% of appointees were BME with 44% of BME applicants (who passed the sift) failing the literacy and numeracy tests compared to 18% of white applicants
· The Service attracts a disappointing proportion of disabled applicants – only 4% of applicants told us they had a disability and 7% of appointees were disabled
	The Service appears to be able to attract female applicants, and they progress successfully through our recruitment process.

The Service does attract BME applicants, but not BME applicants with the necessary literacy/numeracy skills
.  

The Service appears to attract and appoint a lower proportion of disabled people than could be expected compared to the background workforce. However, this should be viewed with caution as the declaration of a disability may occur after appointment. Further, the proportion of disabled staff as at 31 March 2009 shows that The Service’s representation in all Bands (except Band D to which we rarely appoint externally) is between 13-15%.
	The only area of concern is as regards attracting suitable BME applicants. If we fail to take action in this area, The Service will have a restricted recruitment pool, which will become smaller as the BME representation in the general workforce grows. 


3.2 Retention of staff
Overview

If staff feel valued, they are more likely to stay in an organisation’s employment and it will benefit from their experience and investment in training. 

Employees resign for many different reasons. The Chartered Institute of Personnel and Development (CIPD) state that sometimes it is the attraction of a new job or the prospect of a period outside the workforce which 'pulls' them. On other occasions they are 'pushed' (due to dissatisfaction in their present jobs) to seek alternative employment. It can also be as a result of both ‘pull’ and ‘push’ factors. Another reason for voluntary turnover is a change in domestic circumstances outside the control of any employer.

Research shows:

· Almost two in five of lesbian and gay staff facing discrimination will change careers if the discrimination continues

· Six in ten workers said they would consider leaving employers who failed to promote workplace health and wellbeing

· Based on research undertaken primarily in the Health, Education and Policing sectors, a significant proportion of BME staff leave organisations due to disillusionment, including perceived racial discrimination (individual and institutional)

· Women often leave employment because employers are not making available, or not making obvious, a way to combine work with the rest of their lives

For disabled staff, the ‘push’ factor is likely to be greater. According to research in 2003, around 5% of those who become DDA
-disabled leave employment almost immediately, compared to 23% of those who become recipients of disability-related benefits, and after 9 to 12 months have elapsed, 13% of those who became DDA-disabled have left employment, compared to nearly half of disability-related benefit recipients
. However, if an organisation is proficient in making reasonable adjustments, the talents of disabled staff do not need to be lost. For example, by working with an external consultant to provide individually tailored adjustments and return to work plans, Lloyds TSB improved retention to 73%
.

As well as the opportunity cost of losing talented staff, there are the up-front expenses of replacing them. The costs associated with replacing a member of staff include:

· Leaving process – covering exit interviews and administration

· Temporary staff cover/overtime – to cover any vacancy in the post

· Recruitment of new staff – advertising, administration, interviewing and, for certain posts, occupational testing
· Training of new staff

There are various estimates used by organisations to quantify these costs:

· CIPD estimates the average cost of labour turnover at £6,125 per employee
 - and as a specialist organisation, it could be argued that The Service’s average costs could be higher)
· Stonewall estimate it can cost up to 150% of salary to recruit, induct and train a new member of staff

· 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
· Lloyds TSB, estimates that it costs in the region of £50,000 to replace a senior woman manager
The indirect or ‘soft’ costs of replacing a member of staff are harder to quantify, but add to the overall cost. These include:

· Lower levels of productivity - both of new staff who may have less knowledge and experience and require training to achieve desired levels of productivity, and existing staff affected by staff turnover, e.g. by lower morale
· There is also the cost involved in possible poorer customer service by a new member of staff
Ernst & Young has calculated that the overall cost of losing an employee amounts to four times salary.

The Insolvency Service

The Service’s turnover rate (combined voluntary and involuntary) is low. In the year ended 31 March 2010, it was 8.9%, although it has increased compared to the previous year (4.7%). The Chartered Institute of Personnel and Development’s (CIPD’s) 2010 Resourcing and Talent Planning Survey Report shows a median turnover rate of 13.5% based on 480 respondent organisations from the UK in the year ended 31 December 2009. 

The Service holds information on the approximate unit costs of our Examiner qualifications in 2008/9, which shows:

Level 1 - £7,615

Level 2 - £10,468

Level 3 - £4,873

It is anticipated that the cost of the qualification will be cheaper in future years through measures such as bringing some courses in-house.

Analysis of the diversity make-up across all leavers suggests that there are no obvious factors which are creating a disproportionately high turnover amongst any particular groups.

3.3 Improved employee engagement
We can make the most of the contribution that staff can bring to an organisation by valuing and supporting the diversity of people’s backgrounds and lifestyles. A culture of respect in the workplace indicates that an organisation values its workforce which can improve staff morale and engagement and lead to increased motivation. 
However, 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.

Impact by diversity strand

Sexual orientation

Research shows:

· A significant proportion of lesbian and gay staff conceal their sexual orientation – for example, one study estimates that more than one third of lesbian and gay staff conceal their sexual orientation from their employers and co- workers
, and another that 64% of lesbians and gay men concealed their sexuality from some or all of their colleagues

· Employees who felt able to be ‘out’ as gay in safe environments earn 50% more than their ‘closeted peers’17
· Conversely, more than half of gay employees facing discrimination report direct negative work impact17
· Concealing one’s sexual orientation at work reduces personal work  performance by up to 30%17
Almost universally, research shows a positive correlation between workplace climate and productivity and performance. Staff who can be open about their sexuality at work are more likely to enjoy going to work, feel able to be themselves, form honest relationships with their colleagues, are more confident, creative, loyal and ultimately more productive. For those who feel they have to hide their sexual orientation at work, there is the constant pressure of concealment. It also makes it very difficult for them to get support when private events affect their work. Stonewall advise that employers should demonstrate visibly to their staff — gay and straight — that they are valued. Gay staff who feel supported by their employer and work in an accepting environment will show increased commitment.

Religion/Belief

The Employers’ Forum on Belief state that businesses need information on all the main holy days and festivals together with an understanding of the varying faiths and beliefs of their people. Individuals need to have the willingness and personal accountability to match their own responsibilities with those of colleagues, customers and business requirements. However, all should be easily accommodated with a bit of flexible thinking and the more we understand our staff beliefs and commitments, the easier it is to plan them into day-to-day business as usual – and the more they will respond to businesses’ needs for flexibility at other times. 
Disability

An organisation’s willingness and ability to deal with disability issues can have a big impact on overall staff engagement. Although 1 in 8 UK employees has a disability
, 1 in 3 people are disabled or close to someone who is
 and 8% of the UK workforce combine caring for disabled persons with work
.

Even if an organisation does not attract disabled applicants, its existing workforce are likely to acquire disabilities during their employment - 78% of disabled people acquired their impairment aged 16 or over and 2% of the working population become disabled every year 
. Further, 30% of the working population is likely to be affected by mental health conditions
.

An outline of The Service’s workforce profile as regards disability (based on 3,000 employees), prepared by The Employers' Forum on Disability (EFD), is contained at Appendix 1.

EFD state that disabled people are likely to have lower levels of job satisfaction, and are also more likely to experience home life and cultural barriers that affect 'fitting in' to work cultures that may effect their career development.
An organisation has various disability equality legal duties, including the duty to make reasonable adjustments to a workplace for a disabled employee. Employers expert in making reasonable adjustments can make typical savings of £2,000 through return to work and increased productivity per individual
.
EFD state
 ‘Research into whether disabled people are more or less productive than other employees is limited and inconclusive. EFD believes that this is in part because disabled people are, like non-disabled people, all individuals and it is impossible to generalise about the experience of employing people with very different impairments. Different impairments will affect performance in different ways for every individual. Some people's performance will be negatively affected; others will be more motivated to achieve and in many cases disability will have no effect on productivity at all. Focusing on the productivity of disabled people is ultimately unhelpful. Research often compares 'disabled employees' (who are all individuals with different impairments) with 'average employees'. In fact there is no such thing as an average employee and everyone's performance and productivity differs and is constantly fluctuating.’.

Research shows:

· Disabled people were rated the same as or better than non-disabled co-workers on punctuality; attendance; work quality; task consistency; overall proficiency, with slightly lower scores on work speed

· The "average" employee was rated significantly better on productivity variables, and employees with a disability were rated somewhat, but not significantly, better on reliability variables and employee maintenance variables. Employers identified more organisation benefits than costs, a large majority considering the financial effect of modifications and changes cost-neutral, with financial benefit more common than net cost

· A study conducted on behalf of Telstra Australia in 1999 found that:

· People with a disability worked on average 4.1 years in a call centre, compared to 3.2 years for people without a disability
· Over a 15-month period, people with a disability had 11.8 days absent, compared to people without a disability who had 19.24 days absent
· There were no significant differences when comparing people with a disability to people without a disability in the areas of performance, productivity and sales
Other research
 shows that:

· Over 90% of employers who had recently employed a person with a disability said they would be happy to continue employing people with a disability
· 78% of employers described the match between their employee with a disability and the job as 'good' 

· In relation to the cost benefit of workplace accommodations for employees with a disability, 65% of employers rated the financial effect to be cost neutral and 20% identified an overall financial benefit
· The average recruitment cost of an employee with a disability was 13% of the average recruitment cost of an employee without a disability
· Employees with a disability averaged one-sixth the recorded occupational health and safety incidents of employees without a disability
· 90% of employees with a disability record productivity rates equal to or greater than other workers
· 98% have average or superior safety records
· 86% have average or superior attendance records

EFD state that the flexibility and investment in reasonable adjustments, that some disabled people need in order to do the job, is shown to be increasingly necessary for the wider labour force to be able to work productively and to their capabilities. For example, research also shows that 62% of all adults would be more productive if they used existing accessible software features
, which demonstrates that adjustments made for disabled staff may also benefit non-disabled staff.

Gender 

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
, which may facilitate staff engagement.
Transgender
Although there is no specific research available, based on the research as regards sexual orientation, it may be appropriate to assume a positive correlation between transgender staff who feel supported by their employer and work in an accepting environment and productivity and performance.
Ethnicity

Race for Opportunity state that ‘The ‘business case for race’ is based on the premise that working proactively with cultural diversity - not in reaction to it - can yield superior business results, i.e. increased efficiency and productivity.’
.

Caring responsibilities

The survey for the Sunday Times 100 Best Companies to Work For shows 62% of the employees surveyed do not benefit from “family-friendly” 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%.

Benefits to a business

If discrimination and unfair treatment can be reduced, that can have a knock-on effect on grievances and relations in general within the organisation.
That, in turn, can reduce absenteeism and labour turnover by enhancing employees’ attachment to, or engagement with the organisation and have a positive effect on labour productivity.

In 2005 St Mungo’s, the homelessness charity, found that a 3% rise in staff satisfaction translated to a 1% increase in client satisfaction, evidencing a direct correlation between employee satisfaction and customer satisfaction. 

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%
. 

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
· Stress-related illnesses are responsible for the loss of 6.5m working days per year, which costs UK employers £370m

· 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 survey showed that 71% of workers say they suffer ill health related to the way they work, and 11% of people admitted to making an error at work due to fatigue

· A CIPD 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
· Dame Carol Black's review of the health of Britain's working age population in 2008 estimated that the economy loses over £100 billion a year through ill-health and associated sickness absence and unemployment. Mental ill-health accounts for between £30 and £40 billion of this
According to Government literature
, absenteeism is generally felt to understate the true cost of absenteeism for an organisation, due to the under-reporting of sickness absence and/or the indirect costs of absenteeism, e.g. absence of staff can have implications on customer satisfaction, or there may be spill over effects because a key team member is away at a critical time thus reducing output of other team members. To account for this, absenteeism is ‘adjusted’ by a multiplier, and a multiplier of 1.5 is a central estimate from wellness literature
. This has the effect of making the effective days of sickness absenteeism greater than the actual number of days of sickness absenteeism. 

Presenteeism is defined as ‘the loss in productivity that occurs when employees come to work but function at less than full capacity because of ill health’
. Evidence suggests that costs due to presenteeism can be several times higher than costs due to absenteeism. The Sainsbury Centre for Mental Health estimate the costs of presenteeism attributable to mental health problems in the UK to be 1.8 times those of absenteeism. This is believed to be a conservative estimate for mental health problems. Counterbalancing this, however, is the fact that mental ill-health is more likely to be manifested in the form of presenteeism than absenteeism compared with other ill-health problems. So for all health problems, the multiplier of 1.8 appears to be reasonable. The multiplier of 1.8 is applied to adjusted absenteeism. 

The Insolvency Service
The latest staff survey as at October 2009 shows that, overall, The Service has an employee engagement index of 59%, which is 1 percentage point above the Civil Service.

Appendix 2 shows the engagement indices for staff by diversity strands.

	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	Analysis of the October 2009 staff survey results show:

· Male staff are less engaged than female staff

· Disabled staff are less engaged than non-disabled staff

· Some BME staff (mixed race and Chinese and other ethnicities) are less engaged, whereas Black and Asian staff are more engaged

· Hindu, Muslim and Sikh staff are more engaged than staff of other religions/beliefs (including no belief)

· Non-heterosexual staff are less engaged than heterosexual staff


	The Service has no real understanding of why these differences exist, although can offer some explanations based on anecdotal evidence.

Action planned by the D&E Team will enable The Service to explore why these differences exist, e.g. the proposed roll out of Staff Network Groups; the staff disability survey.
	The Service will not be able to take the appropriate action to address the differentials, and thus may be unable to improve engagement scores of particular diverse groups and hence The Service’s overall engagement scores.

This means that The Service will not be able to maximise the productivity of all staff.

	According to the Occupational Health Service Quarterly Review for April 2009 to September 2009, mental health issues made up 43% of the total closed cases for The Service, compared to 32% of cases respectively across the Occupation Health provider’s client base.  
	Management referrals to The Service’s Occupational Health provider show that The Service’s staff are more likely to have mental health- related issues compared to other organisations.

The Service has no real understanding of why this is happening. However, the D&E Team are taking action to improve support for staff and guidance to managers regarding mental health issues.
	The Service will not be able to reduce the lost productivity attributable to absenteeism and presenteeism.


3.4 Improved talent management
Overview

By understanding diversity, we can unlock talent in everyone.

CIPD state that good people management helps to sustain good business performance (which has been demonstrated in a number of published research studies
) and that research also shows that good people management needs to embrace diversity because we are all unique
.

Based on research, CIPD state that talent management and diversity need to be interlinked - diversity should be threaded through all talent management activities and strategies to ensure that organisations make the best use of the talent and skills of all their employees in ways that are aligned to business objectives
. This research also identifies 10 top barriers to integrating talent management and diversity, which include:

· Implicit bias – CIPD state that a key challenge to integrating diversity effectively into talent management activities is the implicit bias that we as human beings have that can impact upon our decision-making. Respondents in their research talked about: ‘People recruiting in their own image’ and ‘We like to work with people like us’. There is also concern about line management’s ability to be open to identifying diverse talent: ‘How skilled are line managers to identify talent that doesn’t look like what you expect it to look like?’
· Lack of boardroom diversity – CIPD state that another issue is the lack of diversity at senior levels and within the boardroom for many organisations. This clearly has an impact on leadership’s understanding of diversity issues. This issue has been well documented and the gender implications of a lack of female talent at the top is raised  in Thomson and Graham’s “A Woman’s Place is in the Boardroom” (2005)
· Stereotypes about certain careers – CIPD state a different barrier to accessing diverse talent is the stereotypes that still persist around particular professions and industries: ‘Certain demographic groups are naturally attracted to certain types of jobs.’ ‘There are prejudices about certain careers. These prejudices begin long before a person enters an organisation, may exist to a greater or lesser degree inside the organisation, and exist also outside the organisation after they leave. Organisations individually fail to make much of an impact upon these prejudices, and yet moan when they cannot find the talent they need to fulfill their business processes. The cost of not tackling these prejudices is to watch talent pile up in giant corrals of popular jobs leading to unemployment growing fastest in exactly those areas.’ 

EFD state that in the past, both disabled people and employers have lost out through trying to 'change' disabled employees to make them better fit a 'normal' stereotype. All employees would benefit from greater emphasis on developing their individual talents and strengths rather than attempting to fix their weaknesses. EFD also highlight the impact of implicit bias, and highlight research that shows bringing senior business people together with disabled people helps to shift deeply embedded, often unconscious basic values — prejudices and fears — which exclude disabled people
. 

The Insolvency Service

	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	Analysis of staff equality data shows:

- The proportion of BME staff decreases through the Bands (and we currently do not meet Civil Service targets set for BME staff at Band D)

- Promotion data suggests that BME staff are less likely to be promoted 

- Of the staff participating in learning and development, the proportion of BME staff participating is less than the overall proportion in The Service

- Of staff in receipt of special bonuses and individual performance pay, the proportion of BME staff is below what might be expected
	The reasons are unclear.

The D&E Team are currently considering how we can better understand our engagement with BME staff to identify any barriers and how they can be addressed.
	The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed.

	The Service has no strategy to ensure it maximises the potential of all staff within The Service to improve business performance.
	The Service has no talent management strategy.

The D&E Team have produced proposals for a Service talent management strategy, including diversity monitoring.


	The Service cannot assure itself that staff talent is identified and maximised for the benefit of the business. This may lead to non cost-effective staff development, unnecessary recruitment costs and loss of talent.


3.5 Meeting our legal equality duties
Overview

Being an organisation that routinely meets its statutory equality duties helps to avoid costly and unnecessary claims of discrimination – both formal and informal.

The legal framework around diversity is growing. Public bodies have various statutory equality duties. As an employer, they are subject to various regulations regarding equality in employment and these prohibit discrimination, harassment and victimisation of employees and others on grounds of race, gender, gender identity, sexual orientation, religion or belief, disability and age. Further, as a public sector body, they have additional responsibilities to make sure they work in ways that promote equality; they must ensure that all individuals are able to benefit equally from services, regardless of their race or gender, or whether or not they are disabled. Going forward, the Equality Act extends public sector equality duties to cover all equality strands (as for employment equality legislation).

As well as increasing legislation, individuals are becoming increasingly litigious.  This gives rise to developments in case law to which organisations need to respond.

In addition to an overall rise in cases where individuals are taking legal action in respect of breaches of anti-discrimination legislation, legal commentators note that the courts are taking an increasingly bold approach to a breach of equality duties. There is no limit on the compensation a tribunal can award victims of discrimination.
Statistics published in October 2009 by the Tribunal Service for 2008/9 show
:

· Claims for nearly all types of discrimination were also up, with age discrimination claims showing the highest rise with a 30% increase. Other discrimination claims such as disability discrimination, race discrimination and religious discrimination rose by 13%, 21% and 17% respectively. Sex discrimination claims were down by over 30%, with no obvious reason for the drop-off
· The average award for race discrimination was £32,115 which is more than double last year’s figure. The median award was £5,172, representing a 36% decrease on the 2007/2008 figure. The highest award for race discrimination was £1,353,432
· The average award for sex discrimination cases was £11,025 which is similar to last year’s figure. The median award was £7,000, a slight rise on the 2007/2008 figure. The highest award for sex discrimination was £113,106
· The average award for disability discrimination was £27,235 which is a rise on the previous year. The median award was £7,226, which is a slight fall on the 2007/2008 figure. The highest award for disability discrimination was £388,612
· The average award for age discrimination was £8,869 and the median award was £3,000, both showing an increase on 2007/2008 figures. The highest award for age discrimination was £90,031
To date, the highest awards made are:

· £29,500 for age discrimination 

· £120,000 for sexual orientation discrimination

· £729,000 for disability discrimination

· £1.4m for sex discrimination

· £1.4m for race discrimination

The costs involved in such claims extend beyond the award itself. There is also the cost of legal advice and defending a claim (conservatively estimated at a minimum of £15,000 per case), adverse costs award and staff time required to administer the grievance process and settle claims. 

Further costs may be incurred where the discrimination claim leads to required change. For example, where the Royal Bank of Scotland did not allow for disability when dealing with customers (and staff), it led to Court-imposed costs of £200,000 to change building layout, damages of £6,500 to a single individual and an award for his associated legal costs (not specified, but also not inconsiderable when the case reached The Royal Courts of Appeal). 

Even if a claim is determined in an organisation’s favour, dealing with a discrimination case is time-consuming and uses up valuable resources. Additionally, even if an employer successfully defends any claim, it is highly unlikely that the claimant will be required to meet the successful employer's costs. This is borne out by the statistics in 2008/9 which show that only 265 cost awards were made in favour of Respondents (with a median award of only £1,100) which is in less than 0.01% of the total number of cases raised
.

Further, any publicity about the case itself will almost certainly damage the organisation’s reputation among existing and prospective workers as well as customers. 

The Insolvency Service

	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	Results of participation in benchmarking exercises (Disability Standard 2009 and Trans-Equality Index 2009) has highlighted that The Service has various areas where it currently does not wholly meet current statutory equality duties. Further, if the Single Equality Bill is enacted, The Service’s statutory equality duties will increase, and work will be needed to address this.


	Prior to the formation of the D&E Team, The Service did not have the resources to review and monitor its policies and practices for equality-duty compliance. 

The D&E Team have rolled out a new EQIA framework for The Service to ensure its new policies comply with equality legislation, and will assist in the completion of /complete EQIAs for Business Units. The Team will continue to undertake equality reviews (subject to resources).
	The Service will not be taking steps to mitigate the risk of breaching equality duties, with consequent possible financial and reputational costs.

	In the 12 months up to September 2010, the HR Central Discipline and Grievance Team have dealt with:

- 2 internal Discipline and Grievance cases mentioning discrimination
- 2 external Civil Service Appeal Board cases mentioning discrimination

- 6 Employment Tribunal cases mentioning discrimination (including 2 cases above)
	Clearly, some staff believe that they have been subject to discrimination.

Better training of all staff on their diversity and equality rights and responsibilities may improve this position. The D&E Team are currently reviewing The Service’s diversity and equality training.
	The Service may have to continue dealing with claims of discrimination, with consequent possible financial and reputational costs.


3.6 Improved creativity
Overview 

Having a diverse workforce means staff bring different talents - perspectives, styles and approaches to problem solving, different viewpoints, skills and varied knowledge - to the business. These enhance the ability of a business to innovate.

A survey of financial analysts by Ernst and Young showed that innovation was rated one of the top ten (non-financial) variables crucial to the success of a business
. Further, the UK is currently estimated to be 20% less productive than major competitors such as France and Germany. Increasingly the Government and economic experts are stressing the importance of factors such as declining levels of innovation. 
Workplace studies show
 that if organisations create an environment of trust and openness, staff are more likely to be creative, to take risks, to develop new products and to establish new markets and new ways of working. 
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	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	The October 2009 staff survey showed that 43% of staff thought it was safe to challenge the way things are done in The

Service
	This may indicate that the majority of staff do not feel that they work within an environment of trust and openness. Work on diversity and equality issues may encourage such an environment.
	The Service may be stifling the creativity of its staff, and consequently missing out on possible opportunities for improving its business.


3.7 Better understanding of customers
Overview

England, Scotland and Wales has a diverse population, and every single person is a potential customer. We can use the insights and experiences of a diverse workforce to better understand the service delivery needs of different groups.

Most organisations use their staff (as well as external organisations as appropriate) to assist in the development of their services and processes. For example:

· BT encourages members of Kaleidoscope, its LGBT network, to participate in market research for BT’s marketing strategy and products. This feeds into the company policy to raise the profile of BT as an employer and preferred supplier in the eyes of the LGBT communities
· 60% of ideas identified by employer focus groups to improve the recruitment processes to make them more accessible were changes which would benefit everyone - not just disabled people

The Insolvency Service

	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	The Service is currently not fully utilising the insights and experiences of its diverse staff to improve business performance, as well as to fulfil its statutory public sector duties. 


	The Service has an internal diversity group, but it is not routinely consulted. Further, The Service does not currently have any staff network groups.

The Service also does not have an EQIA framework that ensures that Business Units consult with relevant groups to improve its internal and external policy development.

The D&E Team are currently undertaking work to address these issues.
	In the absence of a diverse workforce, and/or appropriate channels to assist The Service in understanding the needs of different groups, The Service would need to seek advice from external diversity and equality groups. The costs in consulting appropriate external groups amounts to in excess of £10,000 per meeting of such a group
.


3.8 Better engagement with customers
Overview

As regards diversity, engagement with customers is affected by three main elements:

· Workforce diversity - A diverse workforce can help organisations achieve a match between internal resources and external demands. With a diverse potential customer base, an organisation must be able to work across differences, literally and figuratively speak the customer’s language and address any barriers that might exist
· An organisation’s reputation - Research
 has shown that a reputation for discrimination can have a negative impact on an organisation’s ability to attract and retain  customers and clients (as well as staff)
· An organisation’s engagement with all sections of the community - This directly impacts on how customers engage with businesses. For example, a survey by RainbowReferrals.com in the US revealed that more than 90% of lesbians and gay men would be ‘somewhat or very likely’ to use a product advertised in the lesbian and gay media, especially if the brand was associated with a company that had actively promoted equality. This could be through sponsorship of events or support of diversity-related organisations. As well as being good practice, under its public sector equalities duties, The Service is required to consult diverse groups in the development of its policies (and in the case of disability, involve disabled people in the development of its policies)
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	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	The Service currently has good overall representation that broadly reflects the background population. However, representation of women, BME and disabled staff at higher Bands is less than the background population.
	There is evidence that action taken to date will address the differentials observed as regards gender, e.g. the introduction of flexible working.

The differential observed as regards disabled staff may be attributable to poor staff disability data. To address this issue, the D&E Team is undertaking work to improve the quality of this data.

The reasons are unclear for the observed BME differentials.

To address this issue, the D&E Team is currently considering how we can better understand our engagement with BME internal stakeholders.
	As above, The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed.

	Analysis of available customer equality data shows:

- There is a materially higher proportion of creditor petition BME bankrupts compared to debtor petition BME bankrupts

- There is a disproportionately high number of BME bankrupts subject to Bankruptcy Restrictions Orders/Undertakings

- There is a disproportionately low number of BME bankrupts who are given early discharge


	The reasons are not clear, but these differentials may in part be due to a lack of understanding by BME debtors about The Insolvency Service’s role and their duties to co-operate (which may be attributable to language barriers or cultural factors).

To address this issue, the D&E Team is currently considering how we can better understand our engagement with BME external stakeholders.
	The Service will continue to observe these differentials and could leave itself open to criticism and inferences of discrimination if it fails to take steps to understand why these differentials exist, and whether they could be addressed. 

	The Service currently undertakes limited activity to engage across all sectors of the community.
	The Service currently does not have an outreach programme in place to improve its engagement across all sectors of the community – its potential customers – to learn how it could improve its engagement with customers.

The D&E Team are currently undertaking work to address these issues (subject to resources).
	In the absence of a formal engagement programme, The Service is unable to evidence the consultation/involvement of  equality stakeholders, and more generally, its duty to promote equality.


3.9 Delivery of better services
Overview

Through a better understanding of, and engagement with customers, an organisation can ensure that its policies and services reflect the needs and experiences of the people it serves

The key issues are knowing what your customers ‘look like’ and entering into genuine dialogue to enhance understanding.
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	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	The Insolvency Service is currently not effectively utilising the information available from engagement with its diverse workforce and its diverse stakeholders to improve the quality of its services.
	As detailed above, The Service also does not have an EQIA framework that ensures that Business Units consult with relevant internal and external groups to improve its internal and external policy development.

Additionally, The Service currently only captures limited customer equality data.

The D&E Team are currently undertaking work to address these issues.
	The Service will not meet BIS’s strategic priorities under its Single Equality Scheme 2010-2013, as regards having a credible evidence base and meeting the needs of diverse stakeholders across all policy sectors. 


3.10 Enhanced reputation
Practising equality and diversity with both a workforce and in service delivery improves corporate reputation, public confidence and strengthens a public body’s position in maintaining a “licence to operate in the community”.

In this communications age, where information spreads quickly, a negative public image can be damaging to a business. A business that is well known to be putting the principles of equality and diversity into practice, both in the workforce and in the products and services it offers to customers, is more likely to project a positive public image in the community. The Cranfield School of Management states ‘Corporate websites give an insight into policies in this [diversity] area and while there are obvious limitations regarding evidence of actual practice, the way in which diversity is presented on line suggests an interpretation to the reader, whether they be employee, investor or customer and thus help to shape the company’s reputation.’. 
The importance of diversity issues as regards corporate reputation is supported by research. For example: 

· A third of the top companies in Europe say they are gaining competitive advantage from diversity management

· Research into the determinants of corporate reputation showed a reputational effect associated with a female presence at board level, with a pattern emerging that indicates that the presence of women on the board is favourably viewed in sectors that operate close to final consumers. The researchers believe that the nature of this effect reflects an imperative for equality of representation that highlights the need to reflect gender diversity among customers

· 74% of lesbian, gay and bisexual consumers and 42% of straight consumers are less likely to buy products from organisations that hold negative views of gay people
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	What’s the business challenge?
	Why is this happening?
	What will happen/how much will it cost if we don’t take action?

	Compared to other employers, evidence shows that The Service still has some progress to make as regards mainstreaming diversity and equality throughout its policies and practices – and meeting best practice guidelines.

For example:

· Participation in Disability Standard 2009 – silver award achieved, but various action points raised covering non-compliance with legal requirements and best practice

· Participation in Trans-Equality Index 2009 – low score achieved, and feedback highlighted non-compliance with legal requirements and best practice

· In the 2009 survey of members of the Employers’ Forum on belief, they highlighted that its members were more advanced in dealing with issues concerning religion and belief compared to employers as a whole (based on a 2009 structured survey of employers conducted by Equal Opportunities Review), as follows:
· Providing a quiet room/prayer space (74% here compared with 58% in the EOR survey)

· Operating a faith network (43% v 22%)

· Acknowledging or celebrating religious festivals and events (86% v 43%)

The Service currently does not provide a dedicated quiet room/prayer space; operate a faith network; or acknowledge/celebrate religious festivals and events. 


	Prior to the establishment of the D&E Team, The Service had an ad hoc approach to its diversity and equality work.

Following the establishment of the D&E Team, a strategic and structured approach to diversity and equality work has been developed to support its aim to mainstreaming.


	The Service’s will not meet BIS’s strategic priority to be an exemplar organisation as regards diversity and equality, which could leave The Service vulnerable to criticism.


Section 4: Measurement of Success
The Service measures the success of its diversity and equality strategy through: 

· Progress on programme implementation: This is measured through the activity measures set out in The Service’s diversity and equality delivery plan, e.g. communication activities, creation of policies, establishment of support networks
· Evaluation of intermediate outcomes: The evaluation measures are set out in The Service’s diversity and equality delivery plan, e.g. changes in the representation of diverse groups in the workforce
Appendix 1: The Service’s Outline Workforce Profile for Disability
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Appendix 2 – Engagement scores by diversity strands from staff survey in October 2009 (Overall engagement score 59%)

	 
	 
	Engagement Score

	
	
	

	Gender
	Male
	57

	 
	Female
	62

	 
	 
	

	Age
	16-19
	67

	 
	20-24
	59

	 
	25-29
	60

	 
	30-34
	60

	 
	35-39
	61

	 
	40-44
	60

	 
	45-49
	59

	 
	50-54
	59

	 
	55-59
	58

	 
	60-64
	63

	 
	65 or over
	60

	 
	 
	

	Disability
	Non-disabled
	60

	 
	Disabled
	54

	 
	 
	

	Ethnicity
	White 
	59

	
	Mixed
	59

	
	Asian or Asian British
	66

	
	Black or Black British
	61

	
	Chinese or other ethnic group
	55

	 
	 
	

	Religion/belief
	No religion
	57

	 
	Christian 
	62

	 
	Buddhist
	51

	 
	Hindu
	66

	 
	Jewish
	57

	 
	Muslim 
	67

	 
	Sikh
	65

	 
	Any other religion
	55

	 
	 
	

	Sexual orientation
	Heterosexual 
	60

	 
	Gay or lesbian 
	57

	 
	Bisexual 
	56

	 
	Other
	53

	 
	 
	

	Working patterns
	Full time
	59

	 
	Part time
	61

	 
	Job share
	sample too small

	 
	 
	

	Caring responsibilities - children
	Children
	62

	 
	Other
	59
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� Stonewall
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At least 375 employees in the Insolvency Service’s workforce could have a disability.

In the Insolvency Service’s case this would mean circa 292 employees could become disabled post-16.

In the Insolvency Service’s case this percentage represents 1,860 employees.

1,000 employees of 

The Insolvency Service may be disabled or close to someone who is.

60 colleagues could become disabled each year.

240 employees of the Insolvency Service may have caring responsibilities.

Thus, 900 employees of the Insolvency Service could be affected by mental  health conditions in any one year.

Therefore 300 people in the Insolvency Service’s workforce may have dyslexia.

12.5% of employees of the public sector have a disability.

78% of disabled people acquired their impairment aged of 16 or older.

62% of all adult computer users would be more productive using existing accessible software features.

10% of  UK workforce has dyslexia.

2% of the working age population become disabled every year.

One in three people are disabled or close to someone who is.

Three in ten UK employees experience mental heath conditions in any one year.

3 million employees combine unpaid caring responsibilities with paid work, corresponding to 8% of the UK workforce.



November 2009

Insolvency Service workforce: 3,000 employees
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