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Despite the ongoing awareness of DEI imbalances, 
there has been a lack of urgency to pursue mean-
ingful societal changes that address those concerns.

Recent movements, like Me Too and Black Lives 
Matter, have reinvigorated public focus on DEI by 
highlighting the continued presence of discrimi-
nation across broad segments of the population. 
In turn, this increased DEI focus has heightened 
the pressure on both individuals and organizations 
to reconsider their stances. Remaining silent or 
choosing to opt out of the conversation is no longer 
a viable choice and has become indicative of an 
anti-DEI position. 

Research on DEI efforts demonstrated that cus-
tomers, investors and employees – both current and 
potential – monitor organizational reports related 
to diversity. 

The engineering and construction (E&C) industry 
is not exempt from these movements. And while 
strides have been made to improve diversity, most 
E&C firms are still lacking in several key areas. 

HARNESS THE POWER 
OF YOUR BOARD BY 
DIVERSIFYING YOUR 
DIRECTORS

Michael Mangum and Madiha Qasim

Conversations surrounding 
diversity, equity and inclusion 
(DEI) have been taking place 
in both professional and social 
environments for more than 
60 years.

According to research from the Bureau of Labor Sta-
tistics, about 88% of employees in the construction 
industry identify as white, and 89% identify as male.

In 2018 FMI conducted a study of the governance 
practices in some of the E&C industry’s most suc-
cessful firms – all members of the Construction 
Industry Roundtable (CIRT). Of survey participants, 
71% did not have a single racial minority member 
on their boards of directors, and 50% lacked gender 
diversity as well. 

FMI heard many senior executives express frus-
tration in their efforts to address DEI, citing stiff 
challenges in recruiting and retaining members 
from diverse backgrounds. While the case is com-
pelling and the desire to embrace change authentic, 
a different strategy is needed to reap the benefits of 
a more diverse and inclusive boardroom culture.

This ongoing homogeneity underscores gaps in the 
industry relative to breadth of knowledge, coupled 
with an array of opportunities to improve organi-
zational performance and profitability.

https://www.bls.gov/cps/cpsaat18.htm
https://www.bls.gov/cps/cpsaat18.htm
https://fmicorp.com/insights/industry-insights/2018-cirt-report
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A 2018 report by the Diversity and Inclusion Council 
of the Associated General Contractors of America 
found that companies with better diversity and 
inclusion policies consistently outperformed their 
less diverse competitors in several metrics. 

Specifically, organizations with established DEI 
practices were more likely to have better financial 
results than the industry average, a stronger safety 
culture and increased employee productivity. These 
positive returns encourage investors to place money 
into firms with better DEI track records, while poten-
tial employees use this information to better inform 
their career decisions. 

Additionally, a 2016 Harvard Business Review article 
found that teams that leverage diverse thoughts and 
experiences more carefully process information and 
generate innovative ideas. An objective analysis of 
the data shows a clear answer: For progressive E&C 
firms, it is not a matter of whether to address DEI 
issues; it’s where to address them. A good starting 
point is with the board of directors. 

A global review of research related to diversity and 
inclusion by Catalyst found that demographically 
diverse boards are more likely to outperform their 
less diverse counterparts in several key board 
metrics. Diverse boards have more effective risk 
management practices, fewer financial reporting 
mistakes and overall increased engagement among 
board members. 

While most boards of directors are aware of their rel-
ative lack of diversity, many organizations struggle 
with effectively filling these gaps. Open board posi-
tions in E&C are scarce. Approximately 55% of firms 
surveyed for the 2018 CIRT report said that there 
were no limits on board membership tenure, which 
allows current directors to retain their positions 
indefinitely. This decreased the opportunities for 
new members to join and directly translates to fewer 
chances to diversify corporate boards (Exhibit 1).

Exhibit 1: Diversity of CIRT Corporate Boards

Source: 2018 FMI/CIRT Corporate Governance Study
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https://www.agc.org/sites/default/files/Files/Advocacy/AGC Report on Biz Case for D%26I FINAL.pdf
https://hbr.org/2016/11/why-diverse-teams-are-smarter
https://www.catalyst.org/research/why-diversity-and-inclusion-matter/
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When these openings are available, boards under-
standably seek members with extensive E&C 
experience to capitalize on the deep knowledge 
and insights they possess. Unfortunately, the E&C 
industry has historically been homogenous in both 
thought and demographics, translating to fewer 
diverse candidates with the requisite experience.

Boards typically leverage director networks when 
identifying and soliciting candidates. These net-
works are frequently comprised of people with sim-
ilar traits and experiences, which further narrows 
the candidate pool.

Establishing an Environment 
to Succeed
One recurring issue with DEI is hiring to use under-
represented directors as an indication of progress on 
organizational diversity instead of recruiting them 
to add value to the board. To avoid this issue, board 
leadership should establish a culture of trust and 
collaboration to capitalize on the insights of these 
members. 

Leaders can establish this culture through encour-
aging contrasting opinions, promoting input from 
different voices, and ensuring that the board struc-
ture is not too hierarchical. Board leaders must also 
be aware of the risk that the board’s current (and 
potentially homogenous) culture may not readily 
welcome the ideas of its newest members – poten-
tially failing to leverage their unique perspectives. 

The risk of tokenism, the act of only hiring mem-
bers from underrepresented groups as a symbolic 
effort, also exists. Ultimately, mismanaged board 
DEI efforts achieve demographic diversity though 
fail to create a healthy environment where the con-
tributions of diverse directors are openly received 
and respected.

It is not enough to simply create an environment 
of collaboration though. Research from Harvard 
Business Review shows that when members from 
underrepresented groups feel that the board values 
diversity and inclusion, they feel more comfort-
able addressing and championing issues that are 
important to them. Open conversations surrounding 
DEI topics foster increased sharing of ideas. Under-
represented directors reported feeling greater com-
fort in speaking about a given situation or issue when 
feeling that their insights are valued by all members 
of the board.

Diversity can take many different shapes. A recent 
report from the Conference Board found that cogni-
tive diversity on a board can significantly improve 
board performance through expanding its knowl-
edge base and enhancing the board’s ability to advise 
the organization.

Instead of focusing exclusively on gender or racial 
diversity, boards should also consider diversity of 
age, skills, perspectives and thought. FMI research 
from the 2018 CIRT report found that there is a posi-
tive relationship among boards that have a diversity 
of experience. This suggests that instead of focusing 
exclusively on demographic diversity, boards must 
begin the process of selecting new board members 
by defining what type of diversity best serves the 
interests of the organization. 

In the E&C industry, 71% of 
firms do not have a single 
minority member, and 50% 
of firms have no gender 
diversity on their boards, 
creating a gap that can 
greatly limit the thought 
potential of the group.
2018 FMI/CIRT Corporate 
Governance Study

https://hbr.org/2019/03/when-and-why-diversity-improves-your-boards-performance?ab=at_art_art_1x4_s01
https://www.conference-board.org/pdfdownload.cfm?masterProductID=20869
https://fmicorp.com/insights/industry-insights/2018-cirt-report
https://fmicorp.com/insights/industry-insights/2018-cirt-report


THE FMI QUARTERLY  |  Third Edition 2022

4

Beginning With the End in Mind
A targeted search and selection process will help 
ensure companies can effectively recruit and select 
diverse board members. This process ranges from 
reevaluating the needs of the board to establishing 
a board culture that empowers diverse thought. 

Typically, it begins with a clearly developed can-
didate profile before starting the search for new 
directors. This allows the board to establish the 
qualifications needed for a new member while con-
sidering a broad range of experiences, competencies 
and demographics, including:

 � Past and current directorships, especially 
board and/or committee chair roles.

 � Enterprise-level leadership responsibilities.
 � Depth of industry-related expertise.
 � Nationality, ethnicity, generational and 

gender characteristics.
 � Financial acumen.

When establishing a profile with the intent to 
select and place board members who possess both 
demographic and business diversity, boards must 
first evaluate what gaps of thought and experience 
exist among the current members. The National 
Association of Corporate Directors (NACD) suggests 
enhancing director selection procedures by reevalu-
ating the competencies, backgrounds and industries 
that will be valuable on the board of directors. 

Additionally, boards must anticipate and select 
members to meet the needs of the organization. As 
organizations grow and transform, board members 
with different areas of expertise will become critical 
to firm success. For example, if an organization 
is seeking to engage in mergers and acquisitions, 
candidates with experience in finance and cultural 
integration would be valuable additions to the board.

https://blog.nacdonline.org/posts/think-differently-intentional-diversity?_gl=1%2a1j1v0sg%2a_ga%2aMjE0MTI5NzUxMS4xNjYzNzkxMzIy%2a_ga_B0LJ5KFK1T%2aMTY2Mzc5MTMyMi4xLjEuMTY2Mzc5MTU2MS4wLjAuMA
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Expanding the Candidate Pool
Once a profile for a new board member is estab-
lished, the search process provides additional oppor-
tunity to recruit a diverse candidate pool. One such 
method to increase diversity in the candidate pool 
is for directors and executives of the organization 
to share the position profile with their business 
networks and personal contacts. 

When sharing the role, the communication should 
state that this is not a direct appeal per se. Rather it 
should be framed in the context of, “If you happen 
to know of someone who fits this profile, please have 
him or her contact us.” 

Often during the search process, a friend of a friend 
emerges as a superior candidate – reflecting a 
broadening pool of potential directors. This degree 
of separation will allow for increased diversity of 
thought. A recent director search conducted by 
FMI for a client resulted in three finalist candidates 
with unique attributes all found through one-de-
gree-of-separation candidates. 

Outside search firms can also help improve the 
candidate pool. In the search mentioned above, 
the client benefited from increased diversity in 
thought and experience in candidates because a 
network unrelated to the client organization was 
being leveraged. Further, outsourcing the process 
to an external firm allows for a broader and a more 
extensive background review.

 Candidate Assessment Model
The concerns around building diverse and inclusive 
workplaces have been a part of office conversation 
for the past 60 years and will continue to be for 
the foreseeable future. The steps presented in this 
article aim to provide an initial framework for 
leaders to capitalize on the increasing diversity 
in the industry and establish diverse boards for 
their organizations, not only to address social 
imperatives, but also to achieve greater organiza-
tional success. 

 
Qualifications to Consider
When evaluating candidates, it’s important 
to consider candidates’ experience with areas 
such as:

 � Risk management and mitigation.

 � Leadership and talent development.

 � Strategic business planning.

 � Technology design and application.

 � Internal growth.

 � Legal, regulatory and environmental issues.

 � Previous roles and responsibilities.

Often during the search 
process, a friend of a friend 
emerges as a superior 
candidate – reflecting a 
broadening pool of 
potential directors.
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