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Abstract
Purpose: Despite changes at legal and organizational diversity policy and practice level, women continue to be underrepresented at the top of most corporations, including the corporate banking sector where male dominance prevails.  Using a social capital theory lens, this study investigates the experiences of Directors who have been through the MD promotion process to highlight gender inequalities and indirect discrimination.
Design/approach: This study takes an inductive analytical approach using qualitative data from 17 in-depth semi-structured interviews with male and female Directors who have been through the MD promotion process in a global financial services firm.

Findings: Early analysis reinforces the need to build and use social capital for promotion even within a promotion process that is considered to be gender neutral and unbiased.  Directors who capitalise on their connections experience more senior level sponsorship and subsequent appointment.
Research limitations/implications: Well-developed diversity policies and procedures do not eradicate the indirect discrimination embedded in male dominated working environments.  This is a developmental paper so further analysis is needed.
Originality: This study contributes to the limited qualitative research exploring senior level promotion processes in investment banking.  It uses data from men and women who have been through the most senior level promotion process.  This is in the context of a firm which considers itself to be a pioneer in diversity management.
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Introduction
The need for greater levels of diversity in the workplace within the UK (and other westernized countries) has been promoted extensively and supported at both governmental and organizational level.  Increasing levels of diversity within organisations has been seen as a way of keeping them competitive (Morrison, 2000) and includes ‘…. hands-on [human resource] management practices that seek to include minorities, who have been marginalized historically in terms of the workplace …’ (Jabbour et al, 2011 p. 59).  Yet the advancement of minority groups to senior levels within organisations has been painfully slow (Sealy, Doldor and Vinnicombe, 2009).  Although the commitment to increase representation at senior levels is important for all minority groups, (eg based on gender, race, disability, ethnicity and religious orientation etc) this paper will focus on gender diversity, in particular the need to increase the representation of women at senior organizational levels.

Employment figures show that there are now close to equal numbers of men and women in the workforce, that females outnumber male graduates and that there are greater numbers than ever at middle management levels.   However, women continue to be underrepresented at increasingly senior management levels, including corporate board positions (Corsun and Costen, 2001; Terjesen, Sealy and Singh, 2009).  This is true for companies across almost all business sectors and is certainly the case within the global investment banking sector, which has for the past 10-15 years been a big employer of women.  Women make up around 40% of the graduate intake yet at Managing Director level (the banks’ highest corporate grade) female representation remains at around only 10-15% in most divisions; in some of the more traditional trading divisions this is much lower.  So despite diversity policies that deal with discrimination and inequality, especially women’s inequality, women’s senior level career progression is still being compromised.  Indirect discrimination embedded in organizational processes continues to be problematic. 
A growing body of research shows that social capital is linked to senior level career progression, for both men and women, but that women’s unequal access to it is a barrier for their career advancement, particularly at senior organizational levels (Timberlake, 2005; Kumra, 2010).  This paper considers the role social capital plays in the promotion of women to MD level in a major investment bank, which prides itself on its diversity and inclusion polices across all minority groups.  The remainder of this paper will be organized in the following way: the next section will provide a short description of the theory of social capital followed by a brief literature review exploring the links between social capital and career progression and the implications this has for women in investment banking.  This will be followed by an outline of the study and finally a discussion of the findings.
A Theory of Social Capital

The fundamental principle of social capital theory is that “networks of relationships constitute a valuable resource for the conduct of social affairs” (Nahapiet and Ghoshal, 1998, p. 252).  In their seminal paper, Nahapiet and Ghoshal describe three dimensions of social capital - structural, (the size and quality of the network); relational (trust, obligation and reciprocity); cognitive (shared language, norms and values).  The three dimensions are highly interdependent and difficult to compartmentalize; overlap between the dimensions exists.

Manifestation of social capital occurs when an individual perceives there to be, or tangibly receives or instigates, some benefit (directly or indirectly) from the relationships or networks in which they are involved (Lin, 1999a).  It has long been recognised that people gain access to powerful positions through direct and indirect use of their social connections (Bourdieu, 1986).  Access to, and use of, the resources embedded in these connections help to explain differential success of individuals (Adler and Kwon, 2002) including career success and progression (Burt, 1997; Tharenou, 1999; Tymon and Stumpf, 2003).  

Networks, and the social capital embedded within them, help create communities of trust, commitment and loyalty, (based on shared values and norms) together with opportunities for sharing information, resources and skills (Coleman, 1988).  However, such networks can lead to the creation of powerful elites who use their social capital to protect their position in the system and perpetuate privilege and power over generations (Bourdieu, 1986).  This leads to exclusion of minority groups who are not part of the elite.  Ibarra (1993) and Benschop (2009) both describe how women (and other minorities) are excluded from the most powerful networks that are populated mostly by men.  

Social capital and career progression
Social capital continues to be linked with career progression (see for example Burt, 1997; Tharenou, 1999; Tymon and Stumpf, 2003).  Research has shown social capital to be more important than human capital for career advancement (Ng, Eby, Sorensen and Feldman, 2005), particularly to senior levels (Metz and Tharenou, 2001; Singh and Vinnicombe, 2004; Broadbridge, 2010).  

This has significance for women’s career development.  Women have less access to social capital within organisations than men because they are not part of the most central and powerful networks (Brass, 1985; Ibarra, 1993; Timberlake, 2005) and that they have fewer opportunities to build social capital and use it (e.g. Burke, 1997; Eagly and Carli, 2007, Kumra, 2010).  This unequal access to social capital is seen as a significant barrier for women as they progress through their careers to senior levels.
Women’s career progression in investment banking

Investment banking has been a big employer of women for many years but they are failing to reach the most senior levels.  These levels are still primarily the reserve of men (Ozbilgin and Woodward, 2004) with women being employed in more junior and administrative positions (Metcalfe and Rolfe, 2009).  Many of the more forward thinking banks have introduced policies and practices that enable them to provide more opportunities for women, such as policies for work-life balance, flexible working and maternity breaks.  However, having policies does not necessarily mean that they will be implemented in the spirit in which they are intended and research suggests that a culture of male dominance and sex discrimination continues to permeate financial institutions, particularly at the top (Ozbilgin and Woodward, 2004). 

Investment banks are renowned for their macho, aggressive cultures. They are extremely competitive, intensely relationship driven (Keogh, 2002) and involve high risk taking (Phillips, 2009).  Sealy (2010) demonstrated that women do not want to buy-in to this culture, preferring to base their potential for promotion on human capital and merit yet believe that there is a much greater emphasis on social capital at very senior levels.  Studies have shown that promotion to senior levels in other professional service firms have been based on male models of success that prevent women competing and using their social capital on a fair and equal basis (Kumra and Vinicombe, 2008; Mooney and Ryan, 2009; Kumra and Vinnicombe, 2010).  

In summary, women’s opportunities for promotion to senior organisational levels are diminished as a result of promotion processes being reliant on male models of success.  These models of success accentuate the importance of social capital embedded in central networks.  

Context for the study
The global financial services firm, in which this study is based, has an extensive diversity policy.  It has taken pioneering strides in introducing global and local policies that facilitate equality, diversity and inclusion for all minority groups, particularly women.  Ozbilgin and Tatli (2008, p 442) highlight the challenge private global corporations have in meeting ‘local requirements for diversity management and the need to standardise international operations’.  Initiatives across the EMEA countries include women’s networks that provide group wide mentoring opportunities, mid level ‘coaching for success’ programmes that match women with senior executives, core business skills development workshops as well as flexible working practices and award-winning maternity workshops.  Yet internal promotion statistics reveal that, despite equal performance review rankings between men and women at Director level, men still have a greater percentage chance of being promoted from the MD talent pool than women.

It would appear that the firm’s diversity policies aimed at providing women with equal chances of rising to MD level are being compromised by other factors.  The research question to be addressed by this study was to understand the contribution played by social capital in the MD promotion process and whether this was indeed gendered.
Methodology

In-depth, semi-structured interviews were used to gather data from 17 Directors (6 female and 11 male) who had recently been through the firm’s promotion process to MD (10 appointed to MD, 7 not appointed).  Participants discussed their understanding of the promotion process and reflected on their experiences of going through it.  None of the questions used asked about social capital and none of the participants talked about social capital in any explicit way, yet it became clear throughout the discussions, and subsequent analysis, that implicit references were made to it.
An inductive approach was taken in the analysis to reveal major themes and patterns.  After reading and re-reading the transcripts, data were pulled together into descriptive codes and were then revised to create structural/conceptual order (Miles and Huberman, 1994).  These codes were input into Nvivo 9 where further refinement took place.  

Findings and discussion
One of the most striking things about these findings is that there was a lack of transparency and clarity in terms of the promotion process and both qualitative and quantitative criteria for promotion to MD.   This led to feelings of confusion:  
“I mean I think that my frustration, it’s not even frustration, it’s confusion, is I don’t understand it enough; I’m not sure whether it’s ever possible to be as transparent that everybody who isn’t an MD can understand it completely” (female, not appointed)
Malos and Campion (1995) found that within professional service firms (PSF), of which investment banks are a part (Nordenflycht, 2010), promotion criteria were often only partly understood and inconsistently applied.  In addition, it was difficult for the participants in this study to see how any criteria could be applied consistently across different divisions and how genuinely meritocratic comparisons could easily be made: 

It became clear that promotion to MD was not just about technical competence.  Indeed; participants in this study who talked only about doing their normal job well as a criterion for promotion were not appointed.  Whilst almost all of the participants talked about the importance of having the right level of revenue, the majority also talked about the importance of qualitative criteria such as being visible and known by the right people at the right level:
“I was quite lucky in the last year, I think for me my profile had become quite a high profile because I was doing this external work for [the bank] and so the internal senior management needed to know and so that has given me the necessary exposure” (female, appointed)

Anderson-Gough, Grey and Robson (2006) found that an individual’s ability to build appropriate networks within a PSF was critical to building a professional and acceptable reputation and Stumpf, (2009, 2007) found that a major criterion for success within PSFs was the ability to build quality relationships with senior professionals.  

Building up this profile was to some extent dependent on location of the participant’s role within the firm as this increased opportunities for visibility to senior others and those in other functions:  
“And I know that one thing that stood for me was the fact that I was cross divisional.......clearly everyone around the table knew who I was because of my role” (female appointed)

However, deeper analysis of the data suggests that visibility to senior professionals also came from, almost carefully orchestrated, introductions to senior players by line managers or invitations to be involved with projects and meetings that would help increase visibility.  This proved to be particularly important where participants did not have legitimate access to these people through their role.  The woman below explains how this process of introductions started long before the formal promotion process (which takes place between October and December each year) began:
“Quite early in the year because there was the discussion that I had with my manager where he put the goal of making myself more visible in the region and you know getting more interaction with the people (female, appointed)

Differences between those who have a successful or unsuccessful outcome

Nomination for MD appeared to be initiated by the Director’s line manager and their reputation could be questioned if they were seen to be nominating or advocating, at a later stage in the process, on behalf of a Director who was not well thought of in the firm.  So the relationship with the line manager is the starting point for successful promotion in this firm:

“Obviously if your line manager doesn’t take a keen interest in your promotion you haven’t got much hope” (female, appointed)

Once the formal promotion process started the individuals themselves played no part in it and so were reliant on the support of others.  In some cases line managers had only a limited role in decision-making, particularly at later stages in the promotion process.  This meant that the line managers themselves had to have a good reputation in the business, and be part of a well-developed network, as nominees had to rely on ever more senior people demonstrating sponsorship for them at the later committee stages.  The importance of sponsorship for career success, particularly for women, has been well documented in the literature (Kumra, 2010; Ibarra, Carter and Silva, 2010).

Directors who were appointed built relationships beyond their immediate line managers and beyond the reach of the MDs they came into contact with on a daily basis: 

“A lot of people don’t get promoted because they’re only known by their desk.  So you get a very good sales person or trader who are brilliant, they bring the money in but a lot of people in these MD meetings say ‘Who? I’ve never heard of them’” (female, appointed)

This suggests that looser networks bring greater benefits (Granovetter, 1973; Burt, 1992; Putnam, 1995).  However, those appointed also seemed better able to build relationships with senior MDs through the connections their line managers had with these senior others.  In some cases it seemed that those participants who made a direct approach to these senior others were not promoted.  There appears to be a need for a conduit between the participant and the senior decisions-makers who ‘broker’ the introductions and steer the participants in the direction of key people.  Burt (1998) found that individuals without the appropriate levels of social capital could use the social capital of legitimate others and Lin (1999) talked about the concept of borrowing social capital.  This appears to have happened for those participants who were appointed to the role of MD.  

Equal chances for women and men?
Having structural social capital in terms of being known in the right networks is important for promotion for both the men and women in this study.  Further analysis of the data indicates that the promotion process becomes more gendered when looking at cognitive and relational social capital.

The women in this study are working in a male dominated environment, with few examples of women at the most senior levels.  Ibarra (2000) argued that those aspiring to be partners in PSFs needed to display the qualities and characteristics of a partner before they were appointed.  Participants said that being seen as an MD (partner equivalent) before being promoted and building the ‘right’ reputation were important criteria for promotion:

“I think the most important thing is that at the end of the period you are already seen as an MD” (male, appointed)

“I would ensure across businesses that I am widely known and that I’m seen as actually behaving like an MD” (male appointed)
They described this as behaving in particular ways that were acceptable to the existing MD population, which suggests the need to have a clear understanding of what MD behaviour looked like and what was and was not acceptable.  But these norms were masculine, based on an historically almost entirely male population.  This meant that, for the most part, their understanding of what it took to be an MD in the firm was based on their experiences of working with other MDs and seeing very senior MDs at work even if they did not know them.
Having rapport with senior MDs was important and this came as a result of displaying and/or sharing certain characteristics, behaviours or interests; that there was evidence of something in common:

“Some people like certain people, characteristics – he and I work well, but we don’t actually work together” (female appointed)
“I didn’t go in there with the idea of self-promotion.  He [global head] mentioned something in the meeting about watching an American football game on TV, that I also watched, and we had the connection there” (male, appointed)

Promotion to MD was seen by most participants as the most important promotion of their career.  Some saw it as joining an ‘elite club’ with a membership ‘badge’.  For women, this need to behave like an MD to be promoted is problematic.  Their appointment into senior positions is very recent and they do not have role models at senior levels (Sealy, 2010) or the shared working histories with men and their traditions, culture, norms and values.  Shared histories help create cognitive social capital and this often leads to an unspoken agreement about ‘how things are done around here’.  
One woman recognised that informal ‘clubs’ existed within the firm around shared interests, that were exclusively male, but provided opportunities for building relationships with senior MDs:

“I know the guys are very good at socialising – there’s the gym crew that [name] hangs out with, they all go to the gym together and keep fit together. There is another group of fairly senior guys that go and play football together so even some of those forums will provide people with opportunities to meet some of the important people” (female, not appointed)

However, socially constructed expectations around how women should behave in the workplace prevent women from building up informal relationships with senior male colleagues.  The difficulty this presents to women in terms of developing relationships with senior MDs is described by one woman below:

“Well, I can’t for a start invite a man for a drink after work, that would be construed as totally the wrong thing … you can’t really go to a man who’s like six or seven years older than you and go like ‘oh why don’t we go for a drink after work? Or ‘why don’t we go for dinner sometime?’” (female, appointed)

One of the benefits of building closer network ties and relationships is the trust that it generates between members (Coleman, 1988).  Those responsible for the appointment of the most senior people within organizations are investing faith and trust in the people they appoint, that those appointed will share corporate goals and values and will have the technical and personal skills to work in such a way that the longevity of the business is secure.  Both men and women in this study talked about the importance of reputation and, although it may be at an unconscious level, promotion decision-makers may be managing risk to their own, and their firm’s, future by promoting people who appear to replicate and respect the traditions of the role.  Banking can be considered a high risk environment and research suggests that men trust each other more than women trust each other in risky professional environments (Bevelander and Page, 2011).  This leads to the creation of a privileged elite to which only those who share the same characteristics are able to enter.  
The firm represented here considers its promotion process to be fair and neutral yet it is argued that almost all PSF procedures and practices are gendered (Kornberger et al, 2010) and that they are so historically and socially embedded that they continue to privilege the powerful elite (Davies, 1996).  Certainly promotion practices within PSFs have previously been criticised for being based on male models of success, which relied on self-promotion in the right networks, high levels of sponsorship and high levels of visibility (Kumra and Vinnicombe, 2008; Mooney and Ryan, 2009; Kumra, 2010; Sealy, 2010).  
In terms of the quality of relationships (relational social capital), women appeared not to share the same level of intimacy in their relationships with their line managers, even though it was clear that the quality of the relationship with line managers was important.  The men spoke of regular progress updates from their line managers during the formal promotion process; women seemed to be kept in the dark about this:

“I probably spoke three times a week with my group head around it and the message that I consistently got back is ‘no issues, very smooth sailing’ and so that made me comfortable because I had that interaction” (male, appointed)
“He just never gave me an answer really, managed to get rid of the question without telling me anything. He kept the whole thing confidential” (female appointed)
Only one woman, the only person in the study to have a female line manager talked about frequent, informal conversations about her progress through the promotion process:

“Oh she just told me – whenever we catch up we chat about anything and everything” (female, not appointed)

Summarising this section, analysis showed that those who were appointed to MD built and used their social capital through the connections they had with their line managers and with key seniors within the firm, increasing their visibility across the firm.  Analysis of the differences between men and women demonstrated that structural and relational social capital were also important but that their ability to make use of this was mediated by their cognitive social capital – they were not part of the (male) elite with their shared histories, culture and norms.  

The firm in this study is proud of its policies and practices that are designed to maximise diversity and reduce discrimination.  It is particularly proud of the steps it has taken to increase gender diversity at senior levels and has created a promotion process which is considered fair and unbiased by those who have gone through it.  Yet indirect discrimination is evidenced through the narratives of the Directors and MDs who have taken part in this study.  In considering the reality of the indirect discrimination, this firm may eventually be able to use this knowledge when exploring the efficacy of their diversity policies and practices in other areas. 

 Conclusion
This paper contributes to the limited qualitative research exploring the experiences of those at the most senior levels within global financial services who have actually been through the promotion process.  Looking through the lens of social capital theory, it investigated the differences between the firm’s espoused gender neutral procedures and practices (regarding the MD promotion process) and the seemingly gendered realities of those people who have been through the process.  The findings suggest that, even though the firm in this study takes pride in promoting well-developed (gender) diversity policies, they fail to deal adequately with the deeply embedded realities of historical, cultural, organizational and individual influences; which continue to be discriminatory.  
This is a developmental paper and extensive qualitative analysis has not been possible.  The study itself is limited in that it focuses on only one area of diversity; more understanding of the research area may be gained by looking at the intersectionality between different minority groups.  In addition, the small number of interviews makes it difficult to generalise to a wider context and as interviews were carried out following the promotion process there could be an element of post hoc sensemaking within the personal accounts.  
The issues around diversity management and diversity policy-making, particularly in terms of women progressing to senior organizational positions, are complex and multi-faceted.  This study has not considered the perceptions of the senior-level decision makers involved in the promotion process.  Future research needs to be mindful of taking a multi-stakeholder and multi-layer perspective to help with a finer-grained understanding of how diversity polices and procedures are designed and developed and the extent to which, in their operation, they achieve what they set out to achieve. 
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