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TRENDS IN ENTREPRENEURSHIP
October 2020 Special Topic Update



In October 2020, the  Kenan Institute for Private Enterprise and the 
KFBS Entrepreneurship Center published the Trends in 
Entrepreneurship report focused on diversity with two themes: 
• The role of immigrants in U.S. innovation and entrepreneurship

• The recruitment and hiring of diverse teams

This excerpt from the report highlights some of the current 
challenges associated with diversifying teams and outlines various 
strategies that may have a positive impact for organizations in the 
future.  

Key findings across the board continue to show that diverse teams 
perform better and enhance innovation and outcomes. 

To view the full report or previous trends reports, please find 
access to them here or at https://frontiers.unc.edu/.

2



FRONTIERS of ENTREPRENEURSHIP | TRENDS REPORT  | QUARTERLY UPDATE – NOVEMBER 2020

Recruiting and Hiring Diverse Teams
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Workforce demographics are becoming more diverse 
on a wide range of employee characteristics. 

The data indicates that more diverse leadership and 
teams produce better performance and more 
innovation. 

To continue to recruit, hire and retain the top talent, 
companies will have to prioritize diversity, equity and 
inclusion (DEI). 
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Changing Demographics of the American 
Workforce

• In 2017, Millennials became 
the largest generation in the 
workforce, overtaking Baby 
Boomers (Fry, 2018). 

• Each generation currently in 
the workforce is more 
racially and ethnically 
diverse than its predecessor 
(Wang, 2018).

27

Source:  U.S. Census
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The Global Multigenerational Workforce

Companies will have to adapt 
to multigenerational 
workforces, as many Baby 
Boomers continue to work 
past age 65 and Generation Z 
enters the workforce 
(LinkedIn, 2020).
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Generation Birth Years

Baby Boomers 1946 - 1963

Generation X 1964 - 1980

Millennials 1981- 1996

Generation Z >1996
*Calculated from Linkedin survey, see LinkedIn, 2020
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Why Diverse Teams Matter
Diverse teams outperform their peers financially, are 
more innovative and help attract more top talent. 
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Why Diversity Matters: Better Performance
Research indicates that more diverse teams outperform their peers on 
a wide variety of measures, including better financial performance.
• A McKinsey report found companies in the top quartile for racial and ethnic diversity and gender

diversity are 36 percent and 25 percent, respectively, more likely to have financial returns above
industry medians than firms in the bottom quartile (Dixon-Fyle et al., 2019).
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Companies with above-average diversity in their leadership teams see

+9% EBIT
(earnings before interest and taxes)

Compared to companies with below-average diversity 

• Firms with diverse leadership are 45 percent more likely to report growth in market share and 70
percent more likely to experience growth in a new market (Hewlett, Marshall and Sherbin, 2013).

Lorenzo, Voigt, Tsusaka, Krentz, & Abouzahr, 2018
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Why Diversity Matters: Increased Innovation

• A Harvard study that surveyed millions of scientific papers by U.S.-based authors found papers by ethnically
diverse co-authors were cited more frequently and published in higher-impact publications (Freeman and
Huang, 2014).

• Collaboration between native and immigrant workers can be more productive. Research shows that 30.4
percent of total U.S. innovative output (i.e., patents, patent citations and the economic value of patents)
since 1976 can be attributed to immigrants. Of that 30.4 percent, direct innovative productivity accounts
for 8.7 percent and indirect positive spillover effects of immigrants on U.S. native inventors accounts for
21.7 percent. Therefore, two-thirds of immigrant contributions to American innovation are due to the way
in which immigrants make natives more productive (Bernstein et al., 2018).

31

Companies with above-average diversity in their leadership teams see

+19% innovation

Compared to companies with below-average diversity 

Multicultural teams can spur more significant innovation.

Lorenzo, Voigt, Tsusaka, Krentz, & Abouzahr, 2018
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Why Diversity Matters: Attracting Talent

• Diversity and inclusion are important factors for job seekers when evaluating an 
offer (Glassdoor, 2014).

• Surveys show generational differences in the importance of diversity and 
inclusion when seeking employment:

• 47 percent of Millennials, 33 of Gen X and 37 percent of Baby Boomers consider 
diversity and inclusion an important factor when job hunting (Kochhar, 2017).

• 61 percent of women look at the leadership team’s gender diversity when job 
hunting (PwC, 2017).

• Women may be discouraged from applying for certain jobs due to the gender 
wage expectation gap — a phenomenon describing the differences in what 
distinct groups expect to be paid when applying for the same position (Hired, 
2020).
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Many startups have challenges with building a diverse team 
and an inclusive culture. These challenges are influenced by 
many factors, including diversity issues within the 
technology and investor sectors, how advisory and fiduciary 
boards are built, and a lack of proper guidance or 
recognition that building a diverse and inclusive culture has 
to be prioritized early in the life cycle of a young 
organization. Changing an organization’s culture after it is 
established with hundreds or thousands of employees is 
very difficult. 

Yet as the data shows, more diverse teams perform better.
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Many Companies Fail to Meet Their Diversity Goals
• Recently, when discussing why Wells Fargo had not met its diversity goals, CEO Charles Scharf came under

fire for stating that “there is a very limited pool of black talent to recruit from” (Sandler, 2020).

• Similarly, though publicly making commitments to hire more women and people of color, large technology
firms like Facebook, Apple and Microsoft still struggle to recruit and retain women, as well as Black and
Latino workers.

• A 2018 LinkedIn survey found that most companies fall short of their diversity hiring goals. Companies cite
the following reasons:

34

38% 27% 14% 8% 14%

Biggest Barriers to Improving Diversity

Finding diverse
candidates to 
interview

Retaining
diverse
employees

Getting diverse
candidates past 
the interview stage

Getting diverse
candidates to
accept an offer

None of
these

ttps://www.forbes.com/sites/rachelsandler/2020/09/22/wells-fargo-ceo-reportedly-blames-limited-pool-of-black-talent-for-trouble-reaching-diversity-goals/#7c93ee2a350a
https://www.wired.com/story/five-years-tech-diversity-reports-little-progress/
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The Problem is Not Just Recruiting

In recent years, industries that have struggled the most with diversity (such as tech and finance) 
have developed a significant number of programs to recruit women and people of color into STEM 
fields, and ultimately into their firms. However, many of these efforts have failed to retain workers, 
signaling that there is more to the story than a recruiting pipeline problem. 

• A survey of more than 550 women from the Association for Women in Science indicates that it is 
often bias, rather than pipeline issues or personal choice, that pushes women out of STEM jobs. 
Specific findings note: 

• Nearly two-thirds of women surveyed reported having to deal with “prove-it-again bias” — needing to 
demonstrate their expertise time and again in light of recurring mistrust and questioning. Three-fourths 
of Black women reported experiencing such bias (Williams et al., 2015).

• More than one-third of women reported sexual harassment (Williams et al., 2015).

• A McKinsey and LeanIn.org report notes that the biggest obstacle faced by women reaching senior 
leadership positions is the “broken rung,” or the initial step to being hired or promoted into a 
managerial position. For every 100 men hired or promoted to manager, only 72 women are hired or 
promoted. This leaves many women stuck in entry-level positions.
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https://techcrunch.com/2019/06/17/the-future-of-diversity-and-inclusion-in-tech/
https://www.bloomberg.com/news/articles/2020-08-07/why-have-the-finance-industry-s-diversity-efforts-failed
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The Problem is Not Just Recruiting (cont.)

• A Pew study found that 62 percent of Black STEM employees have experienced 
racial or ethnic discrimination in their jobs. Additionally, 45 percent reported 
being treated as not competent, 29 percent reported feeling isolated in their 
workplace and 27 percent reported earning less than a peer doing the same job 
(Funk and Parker, 2018).

• Research indicates that race can play a role in salary negotiations. Specifically,  
biased job evaluators expect Black job seekers to negotiate less than white job 
seekers (Hernandez, Avery, Volpone and Kaiser, 2019).
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EXPERT INSIGHT
The pandemic began in March, and immediately placed a ton of stress on working mothers, who suddenly had to grapple with the reality of combining 
work and family from their kitchen table. We immediately saw how easily mothers were pulled away from their work compared to fathers. In fact, 
mothers were interrupted every three minutes and 24 seconds, compared to fathers, who were interrupted only every four hours. 

Recent reports show that women are leaving the workforce at a higher rate than their male counterparts, a trend that has long-term implications for 
women’s employment.  Since March, more than 2.65 million women have left the workforce, a number that continues to rise as women stay back to 
support their children’s virtual learning this fall. Working mothers are especially vulnerable, due to the lack of access to childcare, unpaid labor at home, 
inflexible work demands and a lack of paid parental leave. Mother Honestly recently hosted the nation’s first-ever Caregiving and Work Summit, where 
more than 35 of the nation’s top leaders came together with roughly 1,200 attendees to discuss the challenges facing mothers in America, and what 
employers can do to support working families. As it stands, 40 percent of parents have left the workforce or reduced their hours to tend to their family 
due to the COVID-19 pandemic. These are women with serious careers, many of them in mid-management and executive-level positions. Employers have 
a mandate to not only ensure women remain in the workforce, but to continue the task of retaining and hiring women to fill those open spots left 
behind. How employers treat employees now can make a huge difference in whether those parents will be able to stay in their jobs. Flexibility and 
empathy can truly go a long way in providing the reassurances and support women need to thrive at home and in the workplace. In addition, childcare 
solutions such as backup care, remote assistants and paid leave are available as turnkey solutions from various benefit providers to immediately ease the 
burden on working mothers in this moment and beyond.
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Blessing Adesiyan
Founder and CEO, Villo; Founder, Mother Honestly

Blessing Adesiyan is a mother of three; a career professional; the founder and CEO of Villo, a startup tackling the burnout epidemic through a 
personalized household management benefit; and the founder of Mother Honestly, a platform that is reimagining how women thrive in motherhood, 
work and life. Blessing is a trusted expert in work-life solutions for working parents and has helped transform the role of mothers in the workplace and 
home, engaging more than 300,000 ambitious women through her platform, podcast and conferences. Blessing obtained a Bachelor of Science degree 
in chemical engineering from the University of Florida, a Master of Science degree in energy management from the New York Institute of Technology 
and an MBA from UNC Kenan-Flagler Business School.

https://www.washingtonpost.com/outlook/interruptions-parenting-pandemic-work-home/2020/07/09/599032e6-b4ca-11ea-aca5-ebb63d27e1ff_story.html
https://www.washingtonpost.com/outlook/interruptions-parenting-pandemic-work-home/2020/07/09/599032e6-b4ca-11ea-aca5-ebb63d27e1ff_story.html
https://motherhonestly.com/2020/10/09/caregivingandwork/
https://www.flexjobs.com/blog/post/flexjobs-survey-flexibility-support-parents-pandemic/
https://www.flexjobs.com/blog/post/flexjobs-survey-flexibility-support-parents-pandemic/
http://www.motherhonestly.com/
http://www.motherhonestly.com/podcast
http://www.motherhonestly.com/summit
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High-tech Sector: Greater Diversity Disparities
Although there has been a lot of media attention on the issue, there is still a significant lack of diversity within the startup 
environment – particularly within high-tech startups. Many firms have worked to recruit diverse talent, but without retention 
programs and a culture shift, the changes made so far have not had lasting impacts.

In 2016, the U.S. Equal Employment Opportunity Commission released a report exploring diversity in the high-tech industry, and 
though the data it is a bit dated, the findings are important:

• Employment in computer science and engineering is growing at twice the rate of the national average in other sectors.

• In comparison with the private sector as a whole, the high-tech sector employed a larger share of whites, Asian Americans and 
men, and a smaller share of Black Americans, Hispanics, and women.  Men and whites also hold a greater percentage of executive 
positions in high-tech firms compared to their counterparts in the private sector overall.

• Age discrimination in the technology sector is also an issue, primarily observed through companies' hiring policies and practices, 
which are designed to attract and hire younger employees.
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All Private Sector (%) High-tech Sector (%) All Private Sector 

Executive level (%)

High-tech Sector Executive 

Level (%)

White 63.5 68.5 68 83.3

Black 14.4 7.4 5.3 2

Asian Americans 5.8 14 19.5 10.6

Hispanics 13.9 8 5.3 3.1

Men 52 64 71 80

Women 48 36 29 20

https://www.wired.com/story/five-years-tech-diversity-reports-little-progress/
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Startup Boards: Not Diverse By Current Design

Startup firms also have been slow to diversify their boards, even as public firms have moved toward greater board 
diversity, driven partially by legislation. Most startup boards are built from their investors, which tend to not to be 
diverse. In order to solve the problem, initial board creation, the diversity of investors and the diversity of leadership 
teams within startup organizations must be addressed.

• A survey of 200 venture-backed startup boards of firms that had either $100 million in funding or were valued 
above $500 million found that (Rivera et al., 2019):

• Women held only 7 percent of private firms’ board seats. 

• Of the boards with women members, the majority only had a single woman member.

• Sixty percent of private firms did not have a single woman on their board. For reference, there are no all-male boards within 
the S&P 500. 

• A research study with a sample of more than 7,000 startups found that over the startup life cycle, 39 percent, 
46 percent and 15 percent of board seats are held by venture capitalists, executives and independent 
directors, respectively (Ewens and Malenko, 2020).

• Some investors and banks are forcing startups’ board diversification. For example, Goldman Sachs will no 
longer serve as the IPO underwriter for firms that do not have at least one woman board member. BlackRock
called for greater diversity of its portfolio companies, stating that firms should have at least two female 
directors. 

39

https://corpgov.law.harvard.edu/2019/08/15/a-new-milestone-for-board-gender-diversity/
https://www.bloomberg.com/news/articles/2020-01-24/goldman-rule-adds-to-death-knell-of-the-all-white-male-board
https://www.wsj.com/articles/blackrock-companies-should-have-at-least-two-female-directors-1517598407
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Recruiting From Established Networks to Form 
Entrepreneurial Executive Teams and Boards

Although relying on already established social networks is an effective way to tap 
into resources, it can also potentially lead to blind spots when recruiting 
entrepreneurial teams.

• Founders often rely on their social capital and networks of friends, family and 
work colleagues to form new entrepreneurial teams (Aldrich and Kim, 2007).

• New entrepreneurial teams tend to gravitate toward individuals with similar 
backgrounds and/or experiences (Williams, Middleton and Nowell, 2018).

• Venture capitalists are 39.3 percent more likely to invest in a founder’s company 
when both belong to the same racial group, and 34.4 percent more likely to 
invest if both went to the same university (Gompers and Kovvali, 2018).
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Underrepresentation in Venture Capital Funding

41

Women and people of color are 
greatly underrepresented in raising 
venture capital.
• Even though overall U.S. venture capital 

investments are about the same as in recent 
years, in Q3 2020, venture funding for female 
founders had its lowest quarter in three years. 
(Pitchbook 2020)

• A joint study by RateMyInvestor (2019) and 
DiversityVC of nearly 10,000 founders and 135 of 
the most active venture capital firms in the 
world illustrates the issue of 
underrepresentation. The pie charts on the right 
detail the breakout by ethnicity and gender of 
founders of VC-backed companies in their study. 

77.1%

17.7%

2.4% 1.8% 1.0%

Ethnicity of VC-Backed Founders

White
Asian
Middle Eastern
Latino
Black

9.2%

90.8%

Gender of VC-Backed Founders

Female

Male

Source: RateMyInvestor, 2019
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Underrepresentation as Decision-makers in 
Venture Capital

42

Women and people of color are greatly underrepresented as decision-makers in venture capital firms.

• In 2018, women investors constituted only 8 percent of venture capital partners (Teare, 2018) and fewer 
than 1 percent were Black (Gompers and Kovvali, 2018).

• Fewer than 1.3 percent of all global assets are being managed by people of color or women (Padilla, 
Markus, Monk, Radhakrishna, Shah, Dodson and Eberhardt, 2019).

• A review of nearly 200 venture capital firms found the following demographic breakdown of investors:

Source: Richard Kirby, https://blog.usejournal.com/where-did-you-go-to-school-bde54d846188

(%) White Asian Black Hispanic Male Female

2016 74 23 2 1 89 11

2018 70 26 3 1 82 18

• The same review also found that 40 percent of venture investors have attended either Stanford University or 
Harvard University (Kirby, 2018). 

https://blog.usejournal.com/where-did-you-go-to-school-bde54d846188
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Diversity Matters for Startup Management Teams

43

Source: Zhang, 2020

Female-founded or co-founded startups create

more than 2× the revenue
per dollar invested compared to startups with all-male founding teams.

However, gender diversity has a larger effect on performance in countries and industries where gender diversity 
is more accepted, particularly in Western nations.
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Diversity Matters for VC Investors

44

• Homogeneous VC investment partnerships perform worse:

• VC firms with more women perform better:

o Increasing the proportion of female partner hires by 10 percent resulted in a 
1.5 percent increase in overall fund returns and 9.7 percent more profitable 
exits (Gompers and Kovvali, 2018).

Source: Gompers & Kovvali, 2018

Shared school background Shared ethnicity

−11.5% −26.4%

Success rate of acquisitions and IPOs
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EXPERT INSIGHT
● The tech and startup ecosystems have a dysfunctional diversity problem.
● The data show we are essentially innovating with one hand tied behind our backs, or competing with only part of the team on the playing 

field. Rather than getting better over time, the problem is troublingly persistent.
● The future is diverse, as U.S. demographics are shifting.  Increasingly, there is strong evidence that diversity is associated with better-

performing teams and firms. In the case of gender and team performance, recent studies show evidence of a causal interpretation, not 
merely a correlational one. 

● Despite the performance benefits of diversity, startup teams and venture capital firms in particular, are shockingly homogenous. This is 
not simply a pipeline problem. Instead, it appears to be due to toxic cultures, combined with recruiting, hiring and promotion practices 
that simply do not follow evidence-based best practices and instead recruit from mostly white, privileged male friendship networks for 
boards, executives and employees.

● Providing some hope, there is evidence from case studies and research literature that creating a diverse, equitable and inclusive culture 
from the start of an organization is not only possible, but yields better performance and lasting diversity benefits for both the company 
and society. Recruiting from minority and female institutions of higher education, voluntary anti-racism training, incorporating diversity 
into recruitment efforts and addressing the pay gap are practices that have been shown to work.

● We must teach all of our students diversity, equity and inclusion skills and demand much better behavior of the startups and tech 
companies who come to our campuses to recruit, as well as of the university endowment managers who allocate capital to private equity 
and venture capital funds.
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Charles Eesley
Associate Professor and W.M. Keck Foundation Faculty Scholar, Department of Management Science and Engineering at 

Stanford University

As part of the Stanford Technology Ventures Program, Professor Eesley’s research explores the role of the institutional and university environment in 
high-growth technology entrepreneurship. His research focuses on rethinking how the educational and policy environments shape the economic and 
entrepreneurial impact of university alumni. Professor Eesley’s field research spans China, Japan, Chile, Bangladesh, Thailand and Silicon Valley, and has 
garnered awards from the Schulze Foundation, the Technical University of Munich and the Kauffman Foundation. He is a faculty affiliate at the Stanford 
Center for International Development, the Woods Institute for the Environment and the Stanford King Center on Global Development. Professor Eesley
previously was an entrepreneur, early employee, board member/advisor and investor in the areas of life sciences, online education and machine 
learning.
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Recruiting, Hiring, and Retaining Your Workforce as 
Your Business Scales 

46
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Most Common Strategies to Mitigate Bias Have 
Potential Downfalls

Research on the most common practices to mitigate hiring and workplace bias — diversity training, hiring tests and 
performance ratings — show these tactics may not be very effective in increasing diversity in the workplace.  Dobbin 
and Kaley (2016) outline some of the pitfalls of these practices in their Harvard Business Review article, “Why 
Diversity Programs Fail.” The major takeaways include:

Mandatory diversity training can be ineffective, especially if it is seen as remedial. 
• Multiple studies suggest that mandatory diversity training can initiate bias or cause backlash.
• A study of 829 medium and large firms found that those with mandatory diversity training for managers saw no improvement in the 

proportion of white women, Black men, or Hispanics in management within five years after instituting training. Management rates for Black 
women and Asian American men and women even decreased.  

Voluntary training is a better alternative.
• Voluntary diversity training is more successful in increasing the proportion of women and people of color in management positions within five 

years after instituting such training.
• Voluntary training allows managers to feel like the training is not remedial; rather, they choose to participate, potentially signaling they are 

“pro-diversity.”

47

Source: Dobbin & Kalev, 2016 and citations therein 
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Be aware that hiring tests can be misused.
• More companies use hiring tests to assess the skills of job candidates in an seemingly unbiased way.
• However, research indicates that some managers use these tests selectively, and may even falsify or ignore results if they 

have a candidate they would prefer to hire.
• Research also indicates that companies that require written job tests for managerial positions experience decreases of 

between 4 percent and 10 percent in the share of manager-level jobs held by white women, African American men and 
women, Hispanic men and women, and Asian American women over the next five years.

Performance rating systems can be flawed. 
• Performance ratings, designed to help managers to make fairer promotion and pay decisions, are commonplace in most 

organizations. 
• However, research indicates that ratings can be biased, with women and people of color often unfairly given lower ratings.

48

Source: Dobbin & Kalev, 2016 and citations therein 

Most Common Strategies to Mitigate Bias Have 
Potential Downfalls (cont.)
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Strategies That Work
Although not a comprehensive list, some evidence-backed strategies to promote greater diversity in 

recruiting, hiring and retaining a diverse workforce for firms to consider include the following:

[1] Companies should make a good first impression by highlighting how diversity and inclusion 

matter to your organization during the recruitment process. 

• The perception and reputation of the organization matter to job seekers and influence whether they 

see themselves as a good fit with the company (Wei, Chang, Lin, and Liang, 2016; Avery and McKay, 

2006).

• Women and people of color seek different employer attributes than their white male counterparts, 

with both groups putting greater emphasis on workplace diversity (Avery and McKay, 2006; Freeman 

2003; Thomas and Wise, 1999). 

• Ways to signal your organization cares about diversity include making sure diversity is reflected in 

recruitment ads, hiring minority and female recruiters, participating in diversity fairs and word-of-

mouth input from current women and minority employees (Avery and McKay, 2006; Avery, McKay and 

Volpone, 2013). 
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Strategies That Work

[2] Recruit from predominantly minority or female institutions of higher education.

• There is a two-fold benefit:

• Recruiting from mostly minority or female institutions such as HBCUs or women’s colleges signals 

to potential hires your organization’s commitment to hiring the respective affinity group (Avery 

and McKay, 2006).

• Managers invited to help recruit at these institutions often see it as a compliment, and 

consequently engage more fully with the opportunity to help the organization identify and hire 

talented candidates from underrepresented backgrounds (Dobbin and Kalev, 2016).
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Strategies That Work

[3] Address company culture to ensure that it is truly inclusive and welcoming for all groups, 
including women, people of color, parents and others. 

• “Oftentimes there are structural impediments that prevent the passions and skills of those recruited 
from diverse backgrounds from translating into actual careers (inside high-tech startups).” (Sykora, 
2019).

• Ensure you have a welcoming environment for all people. This includes attention to cultural norms, 
language and the physical spaces within an organization’s office. 

• “Whether companies want to create a fun environment, give off a relaxed vibe or design a space that 
encourages open communication, there are ways to reach those goals without resorting to gendered 
cultural icons.” (Sykora, 2019).

• Recognize that all individuals in an organization, not just parents, need work-life balance. Many times 
companies think, “We just need to tack on a program for moms,” which is not a healthy way of building 
an inclusive culture. “Thinking about flexibility as something every human needs is going to 
destigmatize it in the culture.” (Wynn and  Correll, 2018; Sykora, 2019).
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Strategies That Work

[4] This is probably the most important strategy: Start building a diverse team, an inclusive culture 
and internal processes, and a welcoming environment early in the lifecycle of your organization.

• Diversity needs to be part of everything you do — how you hire, how you think about your product and how 
you develop and interact with your client base (Wynn, 2019).

• Break out of your bubble when you recruit. Early in the life cycle of a startup, recruiting is generally done 
within known networks. Be intentional about breaking out of your networks and seeking out a more diverse 
set of job applicants (Avery and McKay, 2006; Wynn and Correll, 2018; Sykora, 2019).

• Most startups do not have a formal performance evaluation process or career path planning. Prioritize these 
elements so applicants and employees see a fair future with your organization (Wynn and Correll, 2018; 
Sykora, 2019).

• Establish intentional values, including diversity and inclusion, early in the life cycle of your startup, then live 
out your values. This is often overlooked in the early stages, when everyone is focused on sales and building 
a product. But without clear values and being intentional about your culture, things may not go in the 
direction you intend.
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