
COMPENSATION MATTERS

The drumbeat to add 
diversity, equity and 
inclusion (DEI) met-

rics to executive incentive 
design is growing louder. 
Some companies are al-
ready far along on their ef-
forts, and incentive design 
may naturally extend their 
strategic priorities. Others 
are still learning, and the 

rush to add DEI incentives 
is at risk of being a “check 
the box” item that satisfies 
external audiences with-
out meaning or impact 
internally. DEI incentive 
metr ics do not unilater-
ally make sense for every 
company and are not the 
only lever companies can 
use to hold management 

teams accountable. How 
can a board member eval-
uate if DEI incentive met-
rics would be meaningful? 
As with any key initiative, 
the dialogue surrounding 
performance management 
can give clues as to what 
does or doesn’t make sense 
at a company. 

Assessing the dialogue  
at the board level
You can tell a lot about 
how ser iously a compa-
ny takes an issue by how 
directors discuss it. DEI 

efforts are no exception. 
Before going straight to 
incent ive pay, evaluate 
how board members assess 
performance management 
around DEI. 
•  What information does 

the board receive on DEI? 
Is it primarily a report-out 
on key statistics, or does 
it go beyond the current 
state and include details on 
the company’s long-term 
strategy and goals? 

•  Is the board aware of who 
leads the charge on the 
company’s DEI strategy? 
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Can the board hear from 
those individuals and 
from diverse members of 
management? 

•  Does the board have vis-
ibility on how key DEI 
statistics have progressed 
over time? Is the board 
aware of how progress 
compares to external 
and/or peer standards? 

•  Are the definitions of 
success clear? Does the 
board know what the 
right goals should be? Is 
there sufficient room for 
board dialogue to test the 
rigor of goals? 

•  Are the indicator s of 
“something went wrong” 
clear to the board? For 
areas where the compa-
ny misses the mark, is the 
board aware of the key 
drivers and needed course 
corrections? 

•  Does the board discuss 
messaging and disclo-
sure both internally and 
externally? 

With the investor ener-
gy and attention on DEI, 
it’s worth slowing down 
to ensure that the board 
and management culture 
around DEI is robust and 
meaningful before think-
i ng  a bou t  i n c en t ive s . 
Many boards and man-
agement teams will need 
to go through a learning 
process to see what works 
and what’s important for 
their organization. But 
that learning depends on 

a structure. The goals can 
change, but boards can in-
sist on quantifiable metrics 
from the start for perfor-
mance management. Oth-
erwise, the conversations 
might go nowhere.

Determining whether DEI 
has a role in incentives
O n c e  t h e  b o a r d  h a s 
g rounding in the com-
pany’s objectives and op-
erations around DEI, it’s 
time to ask, “Would DEI 
metrics around incentive 
design help us achieve our 
goals?” The type of dia-
logue boards engage in can 
inform the answer. In some 
cases, the lack of board di-
alogue might lead to add-
ing DEI metrics to force 
 process and rigor around 
DEI initiatives. For other 
companies in the beginning 
stages of establishing DEI 
dashboards, adding metrics 
may not be meaningful yet. 
Companies need to articu-
late success clearly. Without 
a baseline understanding 
of DEI or key milestones 
and goals, management 
teams have a limited line of 
sight into how the metrics 
would be evaluated, and 
behaviors are unlikely to 
change materially. 

On the other end of the 
spectrum, healthy, robust 
dialogue doesn’t predicate 
incentive metr ics. Com-
panies do not need to tie 
DEI to pay in order to be 
leaders on that front. Hav-

ing management teams 
regularly report on DEI 
progress to the board, em-
ployees and external stake-
holders may be sufficient 
to demonstrate account-
ability and improvement. 
For instance, Salesforce 
published its DEI goals 
and  provided quar ter-
ly equality updates while 
keeping its incentive pro-
grams tied str ictly to fi-
nancial performance. An-
other lever companies can 
use is factoring progress on 

DEI initiatives into pro-
motion decisions. Inter-
nally, holding back a pro-
motion can send a strong 
signal of the importance 
of DEI. 

Incentive metrics might 
come into play if a com-
pany has not made signif-
icant progress, even with 
strong board dialogue and 
oversight. For example, 
consider a company whose 
board and management 
team had focused on DEI, 
and management regularly 
presented dashboards with 
key DEI statistics — and 
yet the DEI needle moved 

very little. The company 
added a weighted score-
card to its incentive design 
that tied pay to a variety 
of DEI-related metr ics 
— which got the leader-
ship team’s attention. With 
higher stakes, the needle 
s tar ted to move. When 
progress stalled, the leader-
ship team held real shared 
accountability. Incorporat-
ing DEI into pay changed 
the nature of the dialogue 
and created accountability 
for slow progress. 

The dialogue around 
performance management 
isn’t the litmus test, but it’s 
a helpful way for boards 
to assess their company’s 
performance relative to 
DEI. While it’s tempting 
to follow the crowd, com-
panies should establ i sh 
clear objectives and suc-
cess measures and evalu-
ate whether incorporating 
DEI into compensation 
helps accomplish those 
objectives. ■
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Boards can insist on quantifiable metrics for 
performance management. Otherwise, the 

conversations might go nowhere.
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