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Abstract

Previous research has found that female- and minority-owned businesses gen-
erally underperform compared to male- and nonminority-owned businesses
on a variety of measures, such as sales and profit. The situation is, however,
rapidly changing while there is a lack of up-to-date research on the current sit-
uation. Available research often has a narrow approach, trying to explain the
big picture by looking closer at specific cases. This paper presents recent statis-
tics on sales and profit inequalities among more than three million American
private companies, with respect to gender and ethnicity. The data used is from
the Annual Survey of Entrepreneurs from 2016 which covers all American-
owned employee firms with yearly sales above USD 1000. Furthermore, this
paper discusses what the underlying reasons are that result in the presented
inequalities.

When looking at the income inequalities of American private companies, it is
clear that male- and nonminority-owned companies outperform their female-
and minority-owned counterparts. This is apparent due to the statistically sig-
nificant higher share of profitability, and in both cases more than twice the
average yearly sales. The study also finds a result contradictory to previous re-
search, in that it does not find that female-owned companies are concentrated
in less profitable industries. Contrariwise, the study found that the female-
owned companies studied are slightly overrepresented in industries that have
a high share of profitability.
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1 Introduction

1.1 Background

As ethnic and gender demographics are becoming increasingly diverse in the
workforce, companies in the U.S. are experiencing a higher proportion of women
and minorities in comparison to white men in leading positions than before
Erhardt et al. (2003). This trend can further be seen among many other well-
developed countries. Previous research indicates that both advantages and
drawbacks comes with diversity in business, compared to a homogeneous en-
vironment (Herring, 2009; Gallego-Álvarez et al., 2010).

The idea that diversity would have an impact on company performance is
rooted in the fact that a diverse team with many perspectives, views and ideas
will add strength to the company. Diversity does, however, also provide cer-
tain challenges in the workplace such as empowering a loss of direction. Cul-
tural differences among employees can also spark conflicts and inefficiencies
(Dike, 2013).

The study of company performance with regards to diversity is closely related
with the study of company performance with regards to dominating demo-
graphics within the company. The rise of females and ethnic minorities in
leadership positions has sparked a growing interest in what implications this
trend might have on company results. Indeed, there are many statistical stud-
ies conducted on the composition of boards with respect to gender. The re-
sults seem to vary depending on the study; some studies conclude that there
is a positive correlation between the amount of men on the board, and other
studies find positive correlation between the amount of women on the board,
while additional research has found no significant correlation at all (Rodríguez-
Domínguez et al., 2012; McGuinness, 2018; Chapple and Humphrey, 2014)

By thoroughly studying previous research on the field in addition to analyz-
ing the statistical data points of performance and diversity among businesses
in the U.S., a better understanding can be gained in not only the correlations
between these factors, but also propose qualified reasons for why. As the topic
of diversity is a well-studied area - with sometimes contradicting findings -
and the fact that it is still a highly relevant topic today, this report will look
at research throughout the last decades and juxtapose those conclusions with
current data. With a solid understanding of how diversity can affect perfor-
mance, businesses and organizations may be able to make more well-informed
decisions when assembling a management team.
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1.2 Problem discussion

A great deal of research has been conducted in recent years on racial and gen-
der diversity in boards and on the top management of firms, as well as what
implication this might have on company results. Additionally, there have also
been studies by Adkins et al. (2013) and Loscocco et al. (1991) that discuss fe-
male ownership in small businesses and how their results differ in comparison
to companies led by men. However, there is a lack of research with a holistic
view of company results stemming from the demographics of the owners. The
research conducted is often made in order to explain a certain phenomenon
in a closed off population or market segment, and it is seldom compared and
used to explain phenomena in larger environments.

This is what sets this thesis apart; this study will use the theoretical founda-
tion from previous studies, and examine those findings by analyzing the data
consisting of a survey that was conducted with more than 3 million businesses
responding - grouped by ethnicity and gender. By looking at existing theory
from the past decades that have mainly examined a small number of businesses
on a deeper level, this thesis will be able to compare those conclusions with
businesses on a much grander scale.

1.3 Research questions

In order to shed some light on the topic, the report will discuss and attempt to
answer the following questions:

What are the differences in company results between companies owned
by men/women and different ethnic groups in the U.S.?

Does diversity in company ownership create value?

Why do differences in company results between companies owned by
men/women and different ethnic groups exist?

1.4 Purpose

The purpose of this thesis is to present statistics on the inequalities of the results
from private businesses in the U.S., that are derived from the gender and eth-
nicity of the company owners. Furthermore, the report will discuss the causes
of these inequalities and the implications of diverse ownership.

2
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2 Method and methodology

How data is collected in the pursuit of researching an area can be grounded
in which research philosophy the researchers choose to approach. According
to Saunders et al. (2016), research philosophy refers to a system of beliefs and
assumptions about the development of knowledge, in addition to a consistent
set of assumptions that underpin the methodological choices, research strate-
gies, data collection and analysis procedures during the study. Many layers
that include research philosophy, approach to theory development, method-
ological choice, strategies, time horizons as well as techniques and procedures
form how data is collected and analysed (Saunders et al., 2016). Due to the
nature of this study this will be an explanatory study, where the emphasis is
establishing causal relationships between variables by studying a situation.

2.1 Methodological perspectives

2.1.1 Pragmatism

A pragmatist starts research with the problem and aims to contribute practi-
cal solutions that inform future practice (Saunders et al., 2016), and this was
believed to be the most optimal philosophy for this study. This meant being
more interested in practical outcomes rather than abstract distinctions, and that
the most important factor for the design and strategy of the research would be
the research problem and research question. This view also acknowledges that
there are many different ways of interpreting how to undertake research and
that no single point of view can ever give the entire picture.

2.1.2 Deduction

As opposed to inductive reasoning, which occurs when there is a gap in the
logical argument between the conclusion and the premises that have been ob-
served, or abductive reasoning which begins with a "surprising" fact that is a
conclusion rather than a premise, the deductive approach to theory develop-
ment occurs when the conclusion is derived logically from a set of premises
and uses literature to help identify theories and ideas that will be tested using
data.

3
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2.2 Research approach

2.2.1 Mono-method quantitative study

Performing a quantitative study as opposed to a qualitative study will be op-
timal within this study, due to the fact that this study aims to understand key
causal relationships between diversity and the success of companies. In or-
der to draw conclusions that can be more generalized, this study will look at a
large amount of empirical data that has already been gathered and analyze it
with a structured observation, and subsequently juxtapose it with existing the-
ory to find correlations or deviations. In other words, this is a mono-method
quantitative study.

2.2.2 Archival research

In order to observe a statistically significant amount of data to justify being
able to draw conclusions, an archival research strategy will be approached in
order to gather data. Although the term has connotations to something very
old, it can also refer to data that has been collected recently. Since a large study
was made on a significant amount of firms in the U.S. by a government agency,
the data is reliable, easily accessible and deemed relevant for this study.

2.3 Cross-sectional studies

Cross-sectional refers to the study of a particular phenomenon at a particular
time, and given that the respondents of the survey that the results of this thesis
is based on have answered this as a snapshot of a particular year, this study
is cross-sectional. Although the respondents’ companies have had operations
over a varying length of time, the observations made are from a snapshot in
time.

2.4 Statistical analysis

Descriptive statistics are used in the empirical analysis in order to tell if there
are statistically significant correlations between diversity, gender and ethnic
group with respect to company results. The descriptive method is mostly used
by comparing the mean results of the different populations. The significance
level chosen for the statistical analysis is the common α = 0.05, in order to
achieve a 95% confidence interval.

4
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The data source for the empirical result presented is the Annual Survey of En-
trepreneurs, ASE (2016) conducted by the United States Census Bureau. ASE
provides information on selected economic and demographic characteristics
for businesses and business owners by gender, ethnicity and race. The sur-
vey includes all U.S. non-farm businesses filling Internal Revenue Service tax
forms and with receipts of USD 1,000 or more. The total amount of companies
surveyed exceed five million, while there are more than 3 million respondents.

2.5 Choice of theoretical framework

Several research questions were defined as part of the problem discussion,
based on a few factors related to diversity that may or may not correlate with
the financial success of businesses. In order to analyze the data properly, the
report includes existing theoretical findings on the effects of these factors. For
each factor, several academically published articles were taken into consider-
ation with the purpose of depicting various perspectives and findings. Sub-
sequently, analyses on the findings can be made in the context of historical
findings.

The theoretical framework that has been chosen as a foundation for this thesis
includes prior research done on the effects of diversity on businesses. This is to
provide a basic understanding of what research exists on the topic of the thesis’
research questions, in addition to allow for comparisons with the data that is
presented in results. The previous research has been found through various
databases and libraries available to the authors.

5
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3 Theory

Financial performance for businesses is an area that has been well studied, as
it lies within all companies’ and economies’ best interest to understand what
factors affect the success of certain businesses. Diversity is an especially critical
factor that has been given a lot of attention not only in terms of inclusion and
openness, but also in terms of improving the performance of the firms.

Although diversity is a broad term that encapsulates many different areas, for
the sake of this study and to be able to draw parallels between the theory and
the results more clearly, diversity will mainly be discussed in terms of gender
and ethnicity or minority/non-minority.

3.1 Diversity

The effects of having a diverse company in terms of gender or ethnicity, whether
positive or negative, have been contested and contradicted over the years by
different researchers.

The idea that diversity would have an impact on the performance of a busi-
ness is deeply rooted in the fact that a diverse team with many perspectives,
views and ideas add to the strength of the company. However, it also does
provide certain challenges in the workplace, e.g. empowering a loss of direc-
tion, and sparking conflict and inefficiency as a result of cultural differences
among employees (Dike, 2013). Typically, diversity is divided into two cate-
gories; demographic diversity and non-visible attributes such as knowledge,
skills and individual capabilities. The first category is easy to measure quali-
tatively and objectively, while the second would need cognitive considerations
(Pelled, 1996).

In 2003, Kochan et al. (2003) found few positive or negative direct effects on
the performance as a result of diversity, and Reguera Alvarado et al. (2011)
also found that gender diversity among the board of directors in Spanish stock-
listed companies did not have a significant impact on the success of their busi-
ness. In fact, they had hypothesized that in a company culture with Spanish
boards that has generally dominated by men, an increase of female representa-
tion would produce better results, but no such correlation was found.

In a statistical study, Herring (2009) found that companies with larger racial
and gender diversity tended to have better results than companies of smaller
racial and gender diversity. The study based on statistics from the National Or-
ganizations Study, conducted by NORC at the University of Chicago, showed
that company results had a high correlation with large statistical significance to
both racial and gender diversity. Furthermore, it was presented that the results

6



Johansson and Li 3 THEORY

of companies had a higher correlation with racial diversity rather than with
gender diversity. According to the study, there was an approximately 50% in
difference between their respective factors in a linear regression model corre-
lating to sales, customers and market share, in addition to a 130% difference
between factors of profitability. Once again, it did appear that racial diversity
had the larger impact.

3.2 Ethnicity

Richard (2017) studied the relationship between diversity, business strategy
and firm performance within the banking industry, and found that cultural di-
versity does in fact bring value to the performance. If it is within the proper
context, having a diverse banking firm will contribute to competitive advan-
tages. By surveying 24 funds run by minority business enterprises, Bates and
Bradford (2008) found that the earned yields on their realized investments were
similar to the more mainstream VC funds overall. However, there was a great
variation depending on which fund.

To provide some more context, what also needs to be considered is the diffi-
culties that ethnic minorities have had to face as business owners. Whether
or not the addition of minority employees in non-minority companies would
boost the companies’ performance or not, it is an interesting observation to see
how minority business owners have performed and what challenges they have
faced.

In a study from 2016, McManus (2016) analyzed the data from a survey made
in 2012 on minority-owned businesses in the U.S. According to his findings,
the importance of minority-owned businesses to the U.S. economy cannot be
understated as a significant share of the businesses in the U.S. are owned by
minorities. Yet, a minority-owned firm’s revenue is only 32% that of a non-
minority-owned business, and they are less likely to be in high sales or high
employment industries. Other data also point to that minority-owned busi-
nesses hire far fewer workers, are much younger - both the firms’ age as well
as the owners’ age - and that they are less likely to procure financing from
private banks or financial institutions (McManus, 2016).

While Ando (1988) found that black and Hispanic business owners perform as
well as Asian and non-minority business owners, black business owners had
lower success rates of obtaining bank loans than non-minority men despite
having the same terms. Indeed, Van Auken and Horton (1994) studied the
startup-financing characteristics of minority-owned small firms and also found
that small businesses owned by minorities have difficulties in receiving initial
capital. In addition to having to provide more documentation, they would
also have to depend on a variety of sources to finance their initial operations.

7



Johansson and Li 3 THEORY

Still, these limitations do not guarantee any initial financing, and these initial
difficulties in obtaining capital create more financial problems relating to their
operations further down the line.

More recently, well-known newspapers have covered the racism that black-
owned businesses find when looking for investments, based on reports by
Fraser (2012); Stunell and Foster (2013); Davies (2017) among others. This was
found not only in Silicon Valley and the U.S., but also in London. Similar to
the fact that there are fewer female entrepreneurs than male entrepreneurs,
there are also fewer black entrepreneurs than white entrepreneurs (Fairlie et al.,
2020). Furthermore, it is even harder for black entrepreneurs to access out-
side debt in the founding year and in the years that follow, both in terms of
amount of funding as well as sources of funding, compared to white-owned
startups. Having looked at personal finances, including whether or not the
founders were credit-worthy, Fairlie et al. (2020) found that black borrowers
also are more likely to be turned away from banks and therefore even refrain
from applying despite the need for it, due to the anticipation of rejection.

Bewaji et al. (2015) found similar but more general results as Fairlie and Robb
(2009). Through their empirical analysis, they found that minority entrepreneurs
are less likely to access loans from financial institutions than non-minority en-
trepreneurs. Bewaji et al. (2015) also concludes that a higher level of education
is a key factor to help minority business owners to access funds from financial
institutions. The mentioned difficulties for minorities to acquire financial capi-
tal should according to the authors greatly impact the success of new ventures.

3.3 Gender

The impact of the gender of company leaders on how successful a company
will be on a number of different factors has been a topic of great discussion
in society since the late 1900s. Marlow et al. (2009) notes how the influence of
gender upon entrepreneurial intention and experience has been increasingly recognized
over the last 30 years, and the research made is also equivocal. Yet, there is
a lack of scientific studies discussing the matter (Kalleberg and Leicht, 1991;
Amran et al., 2011). And once again, as with diversity in terms of ethnicity, the
conclusions seem to contradict each other depending on the researchers and
what specific data they chose or had available.

In 1991, Kalleberg and Leicht (1991) studied the survival rate and success of 411
small companies over three years, and found no difference of significance be-
tween companies led by men or women, neither with regards to their survival
rate or success. Watson (2002) concluded in his study that existing research
seems to indicate that female-owned businesses are generally outperformed
by male businesses in terms of financial results such as sales and profit, noting
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that this seems to persist even when accounting for demographic differences.
However, Watson also acknowledged that there was a lack of research in con-
trolling typical business input measurement, such as total assets or owner’s
equity. By using data from the Business Longitudinal Survey by the Australian
Bureau of Statistics and accounting for industry, age of business, and the num-
ber of days a business is operated, Watson (2002) concluded that there is no
statistically significant difference between male- and female-owned companies
with respect to total income to total assets, return on assets, or return on eq-
uity. Interestingly enough, while not statistically significant, the result of the
study even suggested that female-controlled businesses outperformed male-
controlled businesses when the control variables were taken into account.

On the other hand, Amran et al. (2011) found that the gender of company
leaders do in fact impact the performance of companies, and that companies
that were led by men performed better than those companies that were led by
women. Furthermore, the research of Loscocco et al. (1991) also showed re-
sults that contradicted the findings of Kalleberg and Leicht (1991). Among
small businesses, they found that companies led by men generated signifi-
cantly higher sales volumes and income than their women counterparts. In
fact, they stated that this tendency seemed to echo throughout the spectrum
of success among small businesses; the companies were more successful and
generated even greater sales and profits if they were led by men rather than
women, while less successful companies generated less sales and profits if they
were led by women rather than men. One part of their explanation for this
phenomenon is two key characteristics that differ between men and women in
leading positions at small businesses; female leaders apparently tended to have
less experience and were concentrated in less profitable industries than male
leaders. Another conclusion was that the process through which the female
and male leaders in small businesses generated sales and profits are similar,
but due to the structural disadvantages women would face, they are in general
not as well positioned to exploit business opportunities as their male counter-
parts.

Once again, to provide a larger perspective, a number of studies have also been
made on men or women as business owners. Similarly to minorities, Fay and
Williams (1993) found that women are less likely to obtain business loans than
men if they all have a high school education. However, if both have university
education, they are equally likely to obtain a loan, although it was shown to
be of higher significance if the women did indeed have a university education.
The authors of this study stated that the discriminatory behavior by loan offi-
cers probably is not intentional, and rather points to the social construction in
western culture that have affected the unconscious bias.

Having surveyed 300 female and 300 male business proprietors from three sec-
tors in the United Kingdom, with 103 questions producing nearly 600 vari-
ables, Rosa et al. (1994) found that gender can have a significant impact on

9
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experience of ownership and management in small businesses. In this study,
the findings include that men are more likely to be refused bank loans, while
it was found across the sectors that women tended to start out with less initial
capital and also had significantly smaller businesses even when taking the age
of the businesses into consideration. However, there were also similarities in
both genders, e.g. many businesses would not have been able to start if it were
not for their spouse’s full-time employment.

With regards to the performance of a business owned by men or women, it
was found in a study by Fairlie and Robb (2009) that female-owned businesses
have worse average outcomes than their male counterparts; they have lower
annual sales, are less likely to have profits of at least US$10,000, and are less
likely to have graduate degrees. Furthermore, fewer female-owned businesses
have the same amount of capital as male-owned businesses, and they are also
less likely to have prior experience in a business that offers the same products
and/or services (Fairlie and Robb, 2009). Looking at the effects of gender and
management in the performance of a family business, Danes et al. (2007) found
that gender contributes significantly to explaining why there is a variance in
the log of gross sales revenue; a family business that is owned by females gross
less revenue than their male counterparts. What’s more, is that personnel man-
agement practices appear to have a larger effect on gross revenues for females
than for males, and gender also has a moderating effect on responses to dis-
ruptions. While this study was looking into family businesses, the conclusions
were drawn from the fact that gender was the main factor differentiating the
various businesses examined (Danes et al., 2007).

Collins-dodd et al. (2004) found that financial performance does appear to be
different between men and women. However, the conclusion drawn was that
this is explained by several variables other than gender directly. Apart from
financial performance, gender also appeared to moderate the effects of other
practice and personal characteristics. One of the more interesting ones includes
that women with a higher level of motivation to balance work and family ex-
perienced more positive financial outcomes, while the opposite was true for
men with high level of motivation. Heilbrunn (2004) researched what impact
gender would have on the difficulties faced as entrepreneurs, concluding that
it is common for males to be specialists in their particular field in addition to
being competent in a number of business skills, while females tended to have
more administrative experience in service-related areas. On top of this, female-
owned businesses also seemed to be smaller with lower net earnings. Looking
at the gender differences in performance on a more individual level, rather
from a company perspective, Azmat and Ferrer (2017) set out to explain why
there are gender gaps in performance for lawyers. What they found was that
the distribution of career aspirations differs across genders, such as the aspira-
tion of becoming a partner to the firm. While this did not appear to explain the
gender gaps in performance, it did influence the performance.

10



Johansson and Li 3 THEORY

One of the main findings from Hoogendoorn et al. (2013) was that an equal
gender mix in business teams have better performance than male-dominated
teams, when looking at how much sales and profits are generated. Although it
appears that an equal gender mix in business teams do not have a worse per-
formance than teams with a majority of females, the authors acknowledge that
due to the nature of their study it might be hard to generalize and make firm
conclusions on some of these observations. A study from 2013 by Badal and
Harter (2013) found that although the empirical studies of the independent ef-
fect of each demographic characteristic on performance, they could conclude
that gender diversity does indeed positively affect financial performance and
has substantial practical implications. Therefore, in addition to engaging em-
ployees - which is seen as independently contributing to company’s success -
all organizations should focus on selecting a diverse workforce.

11
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4 Result and analysis

Figure 1: Profitability among male/female owned companies in the U.S. by
percentage of total population. The error bars indicate a 95% confidence inter-
val and the data used is from ASE (2016). Exact numbers can be seen in Table
1, Appendix.

The profitability of private companies owned by males, females and equally
males/females can be seen in Figure 1. From the figure we can, with statistical
significance, state that male-owned companies have the highest rate of prof-
itability, with equally male-/female-owned companies being in between the
two more skewed toward the profitability of male-owned companies. This is
in line with research by Watson (2002), which suggests that male-owned com-
panies outperform companies owned by females, and it was also found by
Amran et al. (2011) that the gender of company leaders do impact company
performance, concluding that companies led by men performed better than
those led by women. On the other hand, Kalleberg and Leicht (1991) found no
significant difference between companies being led by men or women.

Watson (2002) concluded in his research that the differences in performance
stem from differences such as women being more predominant in less lucra-
tive industries, and the age of the businesses. Looking at the data from the
Annual Survey of Entrepreneurs it can be observed that companies owned by
females generally have a lower age, and that female owners themselves too
have a lower age ASE (2016). This is a trait that Watson (2002) correlates to
lower profitability. However, when looking at the distribution of female own-
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ers throughout different industries the data from ASE (2016) does not suggest
that female owners should be more concentrated in less profitable industries.
The expected profitability from the distribution of female-owned companies
among the 20 different industry categories was calculated using equation 1.

∑
Industries

Profitability of industry × Share of total female-owned companies (1)

Where the share of female-owned companies was calculated as the share of
total number of female-owned companies, the expected profitability fell out as
63.95%. In comparison, the profitabilities of female-owned companies and the
total average between male-, female- and equally male/female-owned among
companies classified by industry were 61.28% and 63.83%, respectively. The
data can be seen in table 2, appendix ASE (2016). Hence, this result indicates
that the lesser profitability of female owned companies in the U.S. cannot be
explained by them being overly represented in less profitable industries. This
result is contradictory to that of Watson (2002) and Loscocco et al. (1991).

Figure 2: Average revenue among male-/female-owned companies in the U.S.
by USD thousands. The error bars indicate a 95% confidence interval and the
data used is from ASE (2016). Exact numbers can be seen in Table 1, Appendix.

From Figure 2 it can be observed that U.S. companies owned by men have
a much larger average revenue than both female-owned and equally male-
/female-owned companies. This is consistent with previous research such as

13
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by Fairlie and Robb (2009), Heilbrunn (2004) and Danes et al. (2007). Fairlie
and Robb (2009) partly accredits this difference to the fact that female-owned
companies in general have access to less capital and that female owners in gen-
eral have less of relevant experience. Similarly, while also noting that they are
less likely to have graduate degrees, Loscocco et al. (1991) found that com-
panies led by men generated notably higher revenue than women. It can be
seen from Figure 3 that this difference seems to echo throughout the spectrum
of profitable firms to firms having losses. This is explained due to two key
characteristics that differ between men and women; women typically have less
experiences and were concentrated in less profitable industries than men, and
the fact that there are structural disadvantages that women would face and are
therefore not as well positioned to exploit business opportunities. While Fay
and Williams (1993) found that women were equally as likely to receive busi-
ness loans as men when both have a university education, they also found that
they are less likely to receive initial business loans than men if they both have
a high school education. However, they accredit this discriminatory behavior
as unintentional, and rather due to the social construction in western culture
that affect the unconscious bias.

It is noteworthy that equally male-/female-owned businesses do not have sig-
nificantly higher sales than that of female-owned companies. This is in contrast
to research of Herring (2009), which found that companies with larger gen-
der diversity have larger sales than those of gender homogeneity. However,
it should be noted that this study did not look exclusively on owner diversity.
One would assume that if diversity did not have an impact on firms, firms
equally owned by men and women would perform somewhere in between the
two. This does not seem to be true in the case of revenue of U.S. private com-
panies, with the average revenue of equally male-/female-owned companies
being smaller, but in the same confidence interval as female-owned companies.
Furthermore, male-owned companies had average revenues over twice as big
as their female counterparts. The result hence indicates that gender diversity
among company owners might have a bad impact on the firms sales.
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Figure 3: Average revenue among male-/female-owned companies in the U.S.
by USD thousands and sorted by profitability. The error bars indicate a 95%
confidence interval and the data used is from ASE (2016). Exact numbers can
be seen in Table 1, Appendix.
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Figure 4: Profitability among companies owned by people of different ethnic
groups in the U.S. by percentage of total population. The error bars indicate a
95% confidence interval and the data used is from ASE (2016). The dotted lines
indicate the average of the total population classified by ethnic group. Exact
numbers can be seen in Table 3, Appendix.

It should be noted that the confidence interval is much smaller for whites than,
for example, blacks or American Indians. This is due to a larger amount of
data points for businesses owned by whites, which leads to a higher confi-
dence level. This should be taken into consideration when comparing different
ethnicities within the table.

When observing Figure 4 the difference between the performances of busi-
nesses owned by whites or blacks are very apparent; 64.6±0.4% of businesses
owned by white people in the U.S. made a profit in 2016, as opposed to 50±6.7%
of businesses owned by black people. For breaking even it is 17.2±1.2% to
23.3±6.3%, and for making a loss it is 18.1±1.0% to 26.7±6.5%. A number of
ethnicities, whose profitability lies in between, can also be observed. While
previous studies did not conclusively find that black business owners always
perform worse than white business owners, this does align with the findings
of McManus (2016), who looked at data from 2012 and found that businesses
owned by black people do indeed perform worse. McManus (2016) notes that
minority-owned businesses are less likely to be in high sales or high employ-
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ment industries, and also hire far fewer workers that are much younger. These
factors, in addition to the fact that minorities seem to be less likely to procure
financing from private banks or financial institutions, may be part of explain-
ing the differences between the performance of businesses owned by different
types of ethnicities.

While Ando (1988) found in an earlier study that Hispanic and Asian business
owners perform just as well as non-minority business owners, he did find that
black business owners have lower success rates of obtaining bank loans de-
spite having the same terms, which does not seem to be true almost 20 years
later. According to the data from 2016, it appears that while white business
owners are performing the best, Asians are not far from reaching the same
levels of profitability. Hispanics and blacks, on the other hand, are consider-
ably less profitable. However, both Ando (1988) and Van Auken and Horton
(1994) also pointed out the difficulties for minorities to secure initial funding
as possible explanations for differences in performance, and since this prob-
lem appears to persist even to this day, the outcome may be an outcome of the
systematic challenges that minorities still face. This is further strengthened by
several more sources including Fraser (2012); Stunell and Foster (2013); Davies
(2017). Bewaji et al. (2015) found the same thing, while also adding that a
higher level of education also is a key factor to help minority business owners
to access funds from financial institutions and would contribute to the firm’s
performance long-term.
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Figure 5: Average revenue among companies owned by people of different
ethnic groups in the U.S. by USD Thousands. The error bars indicate a 95%
confidence interval and the data used is from ASE (2016).

Compared to the differences of profitability among different ethnicities, the
differences of revenue are very much similar, with white business owners’ rev-
enue being far higher than other ethnicities’. It appears that an exception is
Asian business owners’ profitability, which seems to be higher than what can
be anticipated of their revenues compared to the other ethnicity owners, al-
though the fact that they are higher than businesses owned by blacks, who
remain in the bottom when it comes to revenue, is statistically significant. In
fact, it is also statistically significant that businesses owned by blacks generate
less revenue than businesses owned by Hispanics. These results show not only
that minorities in general generate less revenue than whites, but also that busi-
nesses owned by blacks perform worse than other minorities while businesses
owned by Asians generally perform better. This aligns with large parts of what
the literature state.
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Figure 6: Profitability among companies owned by people of minori-
ties/nonminorities in the U.S. by percentage of total population. The error
bars indicate a 95% confidence interval and the data used is from ASE (2016).
Exact numbers can be seen in Table 3, Appendix.

As it is statistically reliable that nonminorities have a higher percentage of prof-
itability than minorities, Figure 6 also shows what previous figures have hinted
at; firms that are run by nonminorities generally perform better. Minority-
owned companies also appear to be the most unprofitable ones, being the only
category having a higher percentage making losses than breaking even, and
having a higher percentage of making a loss than both other categories. How-
ever, this is within the range where it is possible that there is a statistical error.

Although the funds that were run by minority business enterprises and sur-
veyed by Bates and Bradford (2008) yielded realized investments similar to the
more mainstream VC funds, there was a great variation depending on which
fund. Studying 24 funds may also not have been enough funds to draw firm
conclusions on. On the other hand, Richard (2017) claimed that cultural diver-
sity does in fact bring value to the performance and contributes to the com-
petitive advantages if it is within the proper context. The data found and pre-
sented here cannot support his claims. Similarly, Herring (2009) also found
that companies with more racial and gender diversity had better results than
those companies that did not, which contradicts this study’s findings.
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Figure 7: Avarage revenue among companies owned by people of minori-
ties/nonminorities in the U.S. by USD thousands. The error bars indicate a
95% confidence interval and the data used is from ASE (2016). Exact numbers
can be seen in Table 3, Appendix.

The differences across different constellations of ethnicities in terms of rev-
enue confirm that nonminority-owned companies perform better than both
minority-owned companies, and companies equally owned by minorities and
nonminorities. This is statistically reliable; in fact, nonminority owned compa-
nies appear to have more than twice the revenue of minority owned companies
and significantly better than companies owned equally by minorities and non-
minorities.

These findings are similar to McManus (2016) who found that a minority-
owned firm’s revenue is only 32% to that of a non-minority owned business,
based on a study of data from a survey from 2012. With this, the findings con-
tradict those who made no conclusive statements in favor of either diversity or
non diversity, such as Kochan et al. (2003) and Bates and Bradford (2008), while
even further contradicting those who found diversity as factors for performing
even better, such as Richard (2017) and Herring (2009).
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5 Discussion

What this thesis has aimed to achieve is looking at, and analyzing, various
studies from the past few decades on the impact of certain diversity factors
in business performance. By comparing the conclusions from existing research
over time with a significant amount of relevant and recent data points, it is pos-
sible to quantitatively discuss the accuracy of these previous studies. Another
important aspect is to not only identify and acknowledge the impact of diver-
sity, but also to understand why in order to learn something and potentially be
able to act upon it. Relevant discussions to be had on this include not only un-
derstanding how diversity can affect businesses’ performances, but also how to
optimize company performance and how better circumstances for succeeding
can be created in order to mitigate existing obstacles.

It should be noted that while the existing research that is part of the theoretical
framework of this thesis is not limited to any particular country or region, the
survey upon which the data points in the results are based upon are strictly
businesses within the U.S. Even though there is a significant amount of data
to draw conclusions and juxtapositions to existing theory, more broadly gen-
eralizations should be made with caution. The main focus within the scope
of this thesis is analyzing diversity in American businesses. In addition, some
parts of the theoretical framework are 30 years old, and therefore the circum-
stances in which those studies were made do not necessarily make immediate
comparisons completely applicable. As time passes, societal structures and
circumstances for people within the societies change. This needs to be taken
into consideration when observing studies that were made a long time ago -
regardless of if certain factors have changed or remained the same.

When comparing the different figures, it is important to note that the confi-
dence interval might be somewhat misleading. Furthermore, it can be noted
that Figure 4 generally seem to have a higher confidence interval than Figure
5, as one is only tertiary (i.e. 3 different options) and the other have exact num-
bers as alternatives.

Some parts of the theoretical framework are somewhat contradictory and do
not support the findings in the results. As an example, it turns out that busi-
nesses owned by women are not over-represented in low-profit industries as
the theory suggests. When looking at research that has been made it is im-
portant to not only look at the conclusions, but also the circumstances under
which the conclusions were drawn and what possible explanations there were
for those conclusions. While some conclusions drawn by the researchers of the
theoretical frameworks used in this thesis are consistent with the findings and
may be explained for reasons given by said researchers, a variety of different
factors may explain why existing theory are not consistent with the data that
this thesis is based on. Most of the studies found that diversity should yield
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more revenue and profits, while the findings do not support this. A possible
explanation for this is the fact that businesses have traditionally been owned
and run by nonminority men, and therefore they also have a longer history
than companies that are run by women and minorities who have not until re-
cently started their businesses and not have had time to grow as much yet, on
top of societal and structural obstacles.
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6 Conclusion

The purpose of this study was to present statistics on result inequalities of com-
panies owned by different genders and ethnic groups in the U.S. This study,
unlike many previous studies, had an immense amount of companies as basis
for the empirical findings, with over 3 million responding firms. The database
used is also publicly available for further research and contains more informa-
tion than what has been presented in the report.

The results from the empirical findings suggest that U.S., female- and minority-
owned businesses are greatly outperformed when it comes to annual sales by
male and non-minority owned businesses. In the case of female- and male-
owned businesses, the difference is well within statistical significance, and
companies owned by men generate more than twice as high sales compared
to companies owned by women on average. The exact same case also holds for
U.S. companies owned by minorities compared to non-minorities, with non-
minority companies having more than twice the average annual sales as mi-
nority owned businesses. There is a statistical significance in sales of compa-
nies owned by some different minorities, with companies owned by blacks or
African Americans having statistically lower sales than companies owned by
Asians and Hispanics. This pattern repeats when looking at profits. A signifi-
cantly higher percentage of male and nonminority-owned companies generate
profit compared to female- and minority-owned businesses.

When looking at companies owned equally by males/females and minori-
ties/nonminorities the empirical result indicates that diverse ownership does
not result in better performance than companies owned solely by men and
non-minorities. Previous research, however, generally suggests that all things
alike diversity does create for companies. The empirical findings could stem
from effects like equally owned companies generally being younger.

The difference in results of companies that are minority/nonminority and male-
/female-owned can partly be explained by the fact that men and nonminority-
owners on average have a higher education, and their companies are generally
older. These qualities are strongly linked to better company performance. Pre-
vious research suggests that female-owned companies are overrepresented in
industries of low profitability and therefore generate lesser results. However,
the empirical findings of the report suggest that the concentration of female-
owned companies are not particularly shifted towards industries of lower prof-
itability. In fact, empirical findings suggest that they are somewhat concen-
trated in industries of higher share of profitability. Previous research concludes
that both women and minorities have a harder time acquiring capital from fi-
nancial institutions for their ventures. This effect, however, seems to decline
with education, with a more equal situation when comparing highly educated
individuals with lower.
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