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One of the most devastating consequences of the COVID-19 pandemic is the extent to which it has exacerbated
economic, racial, and gender inequality. Prior to the onset of the pandemic, racial minorities faced lower levels
of income and wealth, higher unemployment, and greater food and housing insecurity, leaving them more vulnerable to the COVID-19 crisis.2 Similarly, fewer women were employed, but those that were suffered lower
earnings than men (the “gender wage gap”),3 and held a higher percentage of service positions (often low paid
and without paid leave and health benefits), making their jobs more susceptible to pandemic-related restrictions.4
Worse, long standing systemic health inequities put many people from racial and ethnic minority groups at increased risk of getting sick and dying from COVID-19.5
These disparities were intensified by the pandemic. The U.S. unemployment rate peaked in April 2020 at an
unprecedented level of 14.7%, a level not seen since data collection began in 1948, before declining to a stillelevated level of 6.7% in December.6 Women, young workers, and racial and ethic minorities were the hardest
hit.7 Women of color have suffered the greatest harm, with data showing that the unemployment rate for Black
and Latinx women is 25% and 50% higher than the national average, respectively.8 As the country hopes to
move forward with recovering from the pandemic, it should do so with deep consideration of how the crisis has
exacerbated economic, racial, and gender inequality. The harms of inequality should be viewed as unacceptable
and therefore addressed with urgency and the full force of economic and financial policy.
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Moving forward from the status quo requires a financial sector that understands diversity and the deep inequalities facing the country. The data on benefits of diversity in business is substantive: Diverse teams are critical
for growth, as companies that establish inclusive business cultures and policies are more likely to report increases in creativity and innovation.9 In turn, studies show that this creativity and innovation may result in ~19%
higher revenues.10 Diverse corporate boards are associated with more effective risk management,11 fewer financial reporting mistakes,12 and investment in higher-quality audits.13 Research even shows that companies
that embrace gender diversity on their executive teams are 21% more likely to experience above-average profitability.14 In sum, diversity is correlated with better business outcomes.
Despite these numbers, the statistics on diversity within the financial services sector are abysmal. Among the
CEOs of the ten largest U.S. banks, there are literally no women or people of color.15 Within the ten largest
private equity firm executive leadership teams, they are comprised of less than 10% women or people of color.16
In venture capital, 65% of firms have zero female partners17, and only 4% of the entire venture capital industry
identifies as African American.18 Among CEOs of the ten largest investment management firms, there are few
women or minorities in the top ranks.19 Moreover, a review of asset management firm ownership shows that
firms with female or minority ownership make up just 1.3% of all industry assets under management, despite the
fact that diverse-owned funds perform at a level comparable to that of their non-diverse peers.20
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To address diversity in financial services, firms should adopt the same rigorous and competitive approach that
they do in their businesses. They must compete to win. Here, winning means not just meeting, but exceeding,
the challenges of increasing diverse representation at all levels of financial services and strengthening a culture
of inclusion for all people. To use an investing metaphor, the financial sector vastly “underperforms” at diversity
because it suffers from deep neglect and has not been aggressively measured and managed.21 The financial
sector would never accept underperformance in investments, and it must not accept it in their approach to diversity, either. Therefore, as with investment performance, the industry must select the most impactful diversity
metrics, measure them, and hold itself accountable.22
Improving diversity is not just about investment firms, it is also about nurturing the ecosystem of the financial
sector. This includes cultivating the next generation of diverse leaders, particularly in majority Black and Latinx
high schools that are lacking in STEM curriculum,23 and addressing the significant youth gender gap in STEM.24
It also includes advancing diversity in the pool of math, finance, and economics professors that our college and
graduate students learn from.25 Diversity should also be championed in the policymakers and regulators who are
responsible for overseeing corporate governance, promoting financial inclusion, protecting investors, and supporting access to capital.27 And, to be sure, cultivating a diverse ecosystem is not just about gender and race —
it’s also about disability, socioeconomic status, veterans, sexual orientation, and more.
In launching our initiative on diversity and inclusion at the Harris Program at the Wharton School, we have received an outpouring of support from senior leaders and policymakers from across the financial services industry.
These stakeholders have offered their time, expertise and resources to support diversity efforts. Now it is time
for the entire industry to mobilize these assets with fierce intention. It should adopt a rigorous and competitive
approach that employs impactful diversity metrics, measurement, and accountability. The industry should also
nurture diversity in the ecosystem of the financial sector, including in high schools, colleges, and graduate
schools. By taking these approaches, and harnessing the full capabilities of the sector, the financial services
industry can advance diversity, equity and inclusion.
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