The Great DEI Impasse
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The current DEI landscape is defined by deep On one side: DEl is positioned as a moral On the other: A forceful backlash challenges
polarization, trapping organizations between imperative and a driver of performance, DEl as a discriminatory ideology that
two conflicting narratives. backed by substantial investment in dedicated undermines meritocracy, creating significant
departments, metrics, and training. legal and cultural risks.

This has led to a strategic dead end, where progress is stalled and both sides are entrenched. This presentation offers an evidence-based path forward.
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The Business Case for DEI Is Built on a Collapsing Foundation

The Prevailing Claim The Evidence Collapses

Not Reproducible: Correlation, Not
Recent academic analysis Causation: A link
The business case for DEI fﬂ#nd tpﬁtﬁmgﬁinsev's t between diversity and
. . influential indings canno performance could mean
@ 2 !'IEIS |.'JEE'.FI heavily C!I'I\r'Eﬂ by be reproduced using that successful companies
DlverSlty influential consulting tge:r own gnﬁthaddg oy can simply afford to invest
" repurts {E. g. MCKiﬂSE‘}" (Green and Hand, ). more in DEl initiatives.
Wins 2015-2023) claiming a :
strong correlation

How inclusion matters between demographic

diversity and financial
performance.

Rigorous Studies Find
No Effect: The most
robust academic

: research, including studies
d on mandated board

quotas, typically finds no
.,/

relationship—or even
- i

The core message: ey
“Greater diversity leads to
better financial
performance.”

P73

negative effects—on
firm performance
(Ahern & Dittmar, 2012;
Eckbo et al., 2022).
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Flawed Implementation Has Created
Harmful Unintended Consequences

Resentment & Stigmatization: When initiatives are
perceived as unmeritocratic, team cohesion suffers. \
"Diversity hires" face stigma, undermining their

confidence and contributions, even when selection
was merit-based.

Distorted Hiring & Legal Risk: Demographic targets create
pressure to prioritize identity over qualifications.

« A 2023 survey found 20% of recruiters received
explicit or implicit ‘no white men’ instructions.

o A 2025 study found 10% of hiring managers
actively avoid recruiting white men.

Coordination Costs: Diverse teams can struggle to J
coordinate and select the best ideas, reducing the
benefits of varied perspectives (Edmans, 2025).

Resource Misallocation: Firms report investing /

disproportionate resources in supporting underperforming
diversity hires at the expense of other team members.
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The Root of the Problem: Reducing a
Multidimensional Concept to a Single Metric

Equity of

Opportunity <&y Inclusive How DEI Lost Its Way:

Diversity of &
‘3:3',5 Culture

Thought

The rich, original principles of DEI have been narrowed in
practice to a single, easily measured dimension: demographic
composition (gender and ethnicity).

Why? Demographic data is simple to track, creating clear
accountability for boards, investors, and regulators.

The Result: Critical Blind Spots

® Diversity: Ignores more impactful dimensions like socioeconomic
background, cognitive diversity, and neurodiversity.

@ Equity: Becomes confused with equal outcomes (quotas) rather
than equal opportunities (removing barriers).

inclusion: Is reduced to superficial gestures (pronouns,
awareness campaigns) instead of substantive cultural change
enabling psychological safety and dissent.

1 Demographic This is the "add diversity and stir” approach, which assumes
nlllll Representation representation alone is sufficient for success. It is not.
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A New Framework: Evolving from Representation
to Value Creation

We propose a fundamental reconceptualization of how to build high-performing, equitable
organizations. This framework is built on three evidence-based pillars:
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1. POTENTIAL 2. SYNERGY 3. INCLUSION
Assess future capacity, not Build the best team, not Enable psychological safety
just past achievement. just assemble the best to challenge horms and

individuals. unlock contribution.

This is not a rebranding of DEI. It is a new operating model for excellence.
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Pillar 1: Potential - Assessing Future Capacity, Not Just Past Achievement

Past Achievement Future Capacity

Organizational success depends on future contribution, not Potential recognizes that a candidate's trajectory matters.
past accomplishment. Traditional meritocracy often over- Overcoming obstacles (poverty, under-resourced schools) builds
weights credentials (SAT scores, prior roles) that may not resilience and determination that fuel future growth.

predict future growth.

Evidence in Action: Blind Auditions

The Problem: Evaluators' implicit biases can distort assessment of actual quality.
The Solution: When symphony orchestras implemented blind auditions (hiding gender 5
from the jury), female hiring increased substantially. @\

The Insight: This practice doesn't lower standards or favor women; it removes a disadvantage
created by bias, ensuring assessments reflect genuine quality and potential (Goldin & Rouse, 2000). L
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Pillar 2: Synergy - Building Complementary Teams

Low Cognitive Diversity

24884

The Core Principle:

The best team is not a
collection of individual all-
stars; it's the one whose
members complement

each other most effectively to
create collective value.

» High Cognitive Diversity
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Key Sources of Synergy:
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Cognitive Diversity: Different perspectives, problem-soiving approaches, and
professional backgrounds. This is a far stronger predictor of team performance than
demographic diversity. An all-male team of engineers, psychologists, and economists
has more cognitive diversity than a demographically mixed team of five biologists.

Cognitive Similarity: In some contexts, concentration beats diversification. A quantitative
hedge fund or a specialized academic department may perform best with a critical mass
of similar expertise.

Complementary Skills: A startup needs a product visionary, a business developer, and an
operations expert. Their skills are different but synergistic, regardless of demographics.
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Pillar 3: Inclusion - Fostering Psychological Safety for Dissent and Debate

Brainstorm Debate

The Core Principle: Evidence in Action: Debate Trumps Brainstorming

Genuine inclusion isn't about comfort; it's about creating an environment + Studies show that teams instructed to debate and criticize each other's
where people feel safe to take interpersonal risks—to challenge ideas, ideas generate significantly more and better solutions than teams told to
voice dissent, and admit mistakes without fear of humiliation or penalty. avoid criticism (Nemeth et al., 2004).

» True psychological safety enables robust disagreement, knowing that
X i intellectual conflict strengthens outcomes without threatening social bonds.
The Risk of Exclusion:

A lack of ideological inclusion creates blind spots. The consumer backlash against Bud Light and Target, which destroyed billions in market value, could
have been anticipated by more politically diverse leadership.
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The Fundamental Shift: From Redistributing a Fixed Pie
to Growing the Pie for All

Redistributing Value Creating Value

Current DEI practice often frames success as a zero-sum The framework of Potential, Synergy, and Inclusion grows
competition for limited promotions, hiring slots, and the pie for everyone. Better hiring, more effective teams,
resources. This inevitably creates winners and losers, and inclusive cultures enhance long-term organizational
fueling resentment and political polarization. performance, benefiting all stakeholders.
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How to Act: Embedding Potential in Your Talent Systems
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1. Redesign Recruitment
Processes

» Expand Sourcing: Develop pathways

from non-traditional universities and

backgrounds to widen the talent pool.

Assess Trajectory: Use interviews
and reference checks to explore how
candidates overcome obstacles and
learn from failure, not just their past
achievements.

Use Blind Reviews: Implement blind
evaluations for resumes or work
samples to remove implicit bias and
focus on pure quality.

@

2. Evolve Performance
Evaluation

*» Focus on Growth Mindset: Shift from

purely rating past performance
(stack ranking) to assessing learning
velocity and capacity to tackle new
challenges.

Maintain High Standards for All:
Avoid the trap of giving less rigorous
feedback to certain groups under the
guise of being “supportive.” High
expectations enable everyone to
realize their potential.
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3. Rethink Succession
Planning

» Distinguish ‘Ready Now'’ vs. ‘High

Potential': Actively identify leaders on
steep growth trajectories, even if they
need more development, rather than
only promoting those who have
already plateaued.
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How to Act: Designing Organizational Structures for Synergy

1. Engineer Better Decision-Making

» Force Consideration of Alternatives: Adopt
processes like Amazon's "narrative memos,” which
require structured written analysis before meetings,
ensuring all views are thoroughly evaluated.

« Systematize Dissent: Create formal mechanisms that
elicit and protect dissenting views, preventing
groupthink and ensuring strategies are pressure-

tested.

2. Be Intentional About Team Composition

» Match Diversity to the Task: For complex strategic
problems, build teams with cognitive diversity (varied
functional backgrounds, analytical styles). For
specialized technical work, concentrate expertise.
Avoid a one-size-fits-all approach.

3. Build Cognitive Flexibility

» Promote Rotations & Cross-Functional Projects:
Expose high-potential employees to different business

Diverse Structured Processes & Robust units, functions, and geographies. This builds leaders

PEI'SPEC'[iVES S}’StﬂmﬂtiZEd Dissent Decisions who can integrate diverse perspectives and prevent
siloed thinking.
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How to Act: Institutionalizing a Culture of Genuine Inclusion
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1. Model Inclusive Behavior 2. Measure What Truly 3. Embed Inclusion in Daily
from the Top Matters Practices

» Leaders Must Welcome Dissent: When » Go Beyond Headcounts: Use empioyee * Run Effective Meetings: Ensure meetings
senior leaders publicly acknowledge surveys to measure psychological safety. have clear purposes and only relevant
mistakes, change their minds based on Analyze speaking patterns in meetings to participants. Practice active listening and
subordinate input, and protect messengers, see whose voices are heard. Track ensure decisions are explained with clear
they signal that challenge is valued. whether minority views are seriously reasoning.

» Reward Intellectual Rigor, Not considered in decisions. » Foster a 'No Debate is Not an Option'
Conformity: Celebrate and promote Culture: When it comes to ideas,
individuals who constructively challenge encourage rigorous intellectual debate as
the status quo. the pathway to truth.
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The Future is Not a Compromise.
It is an Integration.

\

Fairness Performance Excellence

The current DEI model failed because it created a false trade-off between fairness and performance,
forcing organizations into a divisive, zero-sum game.

Abandoning the effort would be an equal mistake, leaving immense human potential untapped.
The framework of Potential, Synergy, and Inclusion reveals that the trade-off is an illusion.
The relentless pursuit of identifying and developing talent from all backgrounds (Potential), building teams with

complementary capabilities (Synergy), and fostering a culture of rigorous debate (Inclusion) is the single most
effective path to advancing both fairness and sustained high performance.
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