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Introduction

Our Pearl Meyer On Point survey series provides first-hand insight to timely
issues related to compensation and business and leadership strategies.

The topics of diversity and inclusion, as well as gender pay equity and the
gender pay gap, are currently front and center among private and public
companies and non-profits, as well as the public at large. Survey results from
more than 200 organizations indicate some interesting trends in terms of how
they view these issues and what, in practice, they may be doing to address
them. In this report, we look at results from our 2020 survey, incorporating
trends from our 2019 inaugural DEI survey.

We hope you find this information useful to informing ongoing discussions
within your own organization. If you have any questions or are interested in
discussing these findings, please contact:

Karen Butcher Kathy Baron Chase Ta

Principal Vice President Analyst
karen.butcher@pearlmeyer.com  kathy.baron@pearlmeyer.com chase.ta@pearimeyer.com
(508) 630-1519 (508) 630-1518 (508) 630-1500
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Key Survey Findings

We conducted this survey in the summer of 2020—amidst a global pandemic and racial
unrest in the United States. Our survey participation may reflect the reality of this time;
responses were down 20% from our 2019 survey. With this as a backdrop, we have
found trends that indicate a continued and/or increased focus on diversity and inclusion
management and pay practices. The following are some key findings and trends:

= Survey respondents have indicated that D&I, gender pay equity, and closing the gender
pay gap are either “important priorities” or “among our highest priorities” in more than
80% of participating organizations. This is up from 66% in our 2019 survey.

» Increased focus has not led to increases in female representation in executive and
senior level leadership roles, remaining at around 28% while the overall female
workforce representation remains around 45-47% on average. In the 2020 survey we
went beyond just gender and also measured the representation of minorities in the
executive ranks and found that only 10% of executive and senior level positions were
held by minorities.

= Additionally, the 2020 survey results continue to show a disconnect in prioritizing
diversity and inclusion and the results from programs/actions that can begin to close
the gender and minority pay gaps.
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Key Survey Findings (continued)

Pearl Meyer

While half of our survey respondents say that closing the pay gap is important or
among the highest organizational priorities, only a small percentage of organizations
are choosing levers that can actually lead to a closing of this gap.

Measuring D&l Outcomes: Less than half measure D&l outcomes (44%) with the most
widely used measure being number of diverse hires (74%), which is a lagging indicator.
Measuring outcomes in the talent pipeline, including number and percentage of diverse
applicants and promotions of diverse staff, can be better leading indicators of D&l
outcomes.

Holding Leaders Accountable: A small percentage of firms (15%) include diversity and
inclusion measures in their incentive plans, and most are measured in short-term
incentive plans through qualitative or discretionary measures. For those organizations
that don’'t have a D&l metric in their incentive plans, only 25% are considering adding
such measures.

Focused Programs/Actions: Just 13% have a process in place to increase female and
minority representation in management and/or executive positions. Around 40% have
taken action to increase diversity when recruiting and promoting employees with the
most prevalent methods involving outreach to diversity organizations and/or recruiting
at colleges and universities with diverse populations. One lever that isn’'t reported as
often as might be expected is a requirement of diverse candidates in the preliminary
and final slates of candidates—just 17%-20% of survey respondents use this lever.
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Organizational Priorities,
Responsiblility, and
Processes
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Organizational Priorities

= Over 75% of organizations surveyed indicate that diversity and inclusion (D&l) and
gender pay equity are important priorities; only half of organizations say closing the
gender pay gap is among their highest priorities or an important priority. While gender
pay equity and D&l as top priorities have increased from our 2019 survey, closing the
pay gap has remained close to 50%.

To what extent are the following priorities for your
organization?

Closing Pay Gap 16.2% 33.8% 50.0%

Gender Pay Equity 25.4% 50.8% 76.2%

D&l 34.8% 45.3% 80.1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

® Among our highest priorities ~ ®An important priority
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Diversity and Inclusion Responsibility and Processes

= Only 48% of organizations report that there is an individual designated with
responsibility for diversity and inclusion, and only 13% have a formal process in place
to increase female and minority representation in upper-level management and

executive positions.

Have an individual tasked whose sole
job responsibility is diversity and
inclusion?

mYes =No

Formal process in place to increase
female and minority representation in
management and/or executive
positions?

p

=mYes =No
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Diversity Measures and Training

Pearl Meyer

= Qver half of the respondents maintain a
D&l dashboard shared with
management, while less than half
communicate about D&l program
outcomes:

* 44% have goals

» Slightly less than 15% have measures in
incentive plans and 25% are considering
adding measures into plans

= Less than half of survey respondents
provide D&l training, with around 40%
using a wide array of approaches to
increasing diversity during the
recruitment process. Among that 40%,
the most widely used recruitment
approaches are:
» Stressing importance of D&I to hiring

Diversity Measures and Training
Percentage of Firms That:

Have diversity and inclusion goals 44.3%

Have measures in incentive plan for

0,
D&l goal achievement 14.6%

Are considering adding a D&| metric

0,
to short or long-term incentive plan 24.6%

Maintain a diversity and inclusion

dashboard for management 55.1%

Report/communicate diversity and

0,
inclusion program outcomes 44.3%

Provide diversity and inclusion

* Advertising/posting on diversity-specific
recruiting sites Use approaches to increse diversity _ 38.8%
» Targeting colleges and universities with during recruitment process 70
diverse populations
0% 10% 20% 30% 40% 50% 60%
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Measuring Outcomes
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Measuring D&l Outcomes

Pearl Meyer

= In participating organizations, 44% measured outcomes. The most prevalent measure of
diversity is counting the number of diverse hires, followed by measuring the number of
promotions of diverse candidates. Less prevalent is looking at diversity of the applicant pool and
diversity of the final slate of candidates for roles.

= Qrganizations can make strides in hiring and promoting diverse candidates by ensuring that
there is equal opportunity to be considered for promotions and focusing on the diversity of
candidate pools at each stage of the recruiting and hiring process.

80%
70%
60%
50%
40%
30%
20%
10%

0%

D&l Outcome: Prevalence of Measures
74.2%

62.9%
50.6%
43.8% 42.7% 42.7%
33.7%
I I [ I I I

Number of Percent of Percent of Number of Number of Percent of Turnover rate  Number of
diverse job applicant pool diverse diverse hires promotions of promotions of diverse employees

applicants that is diverse applicants in diverse that are employees trained on
vs percent of final slate of candidates diverse compared to diversity and
diverse hires candidates compared to overall inclusion
(final round of percent of  turnover rate topics
selection) employees
that are
diverse
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Prioritizing, Measuring, and Accountability for D&l

= There appears to be a greater percentage of firms that measure outcomes than firms that also
have D&l among the highest priorities. Measurement is an important step; however, it will be more
powerful when combined with prioritizing and holding leaders accountable for progress.

= In year-over-year trends, the consumer/discretionary/staples (75%) and technology industries
(~50%) report seeing larger increases in women and minorities in management and leadership
positions. Both industries also prioritize, measure, and hold accountable at a relatively higher rate.

D&l Priorities, Goals, and Incentives
80%
70%
60%
50%

40% m Percent of firms noting D&l is "Among
30% our highest priorities"
20% m Percent of firms that measure D&l
10% I outcomes

0% m Percent of firms that provide an
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Incentives Tied to D&l Program Outcomes and Goals

= A small percentage of firms tie D&l outcomes to incentive pay (8.5%), with most of the
activity being in organizations with revenues/assets of $3 billion or greater.

= For those firms tying incentives to D&l outcomes, the CEO, executive team, and CHRO
are all held accountable through a variety of short- and long-term incentive plans.

= Short-term incentive plans are used as a vehicle to D&l goal achievement in 62% of
these firms—generally favoring discretionary or quantitative modifiers.

= Long-term incentives are used in 55% of these firms and the use of a weighted goal is
used in a quarter of these companies.

= The most prevalent use of incentives for D&l goals is found in the healthcare industry
where a quarter of firms reported tying goals to incentive plans.
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Representation
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Gender and Minority Representation by Level

Pearl Meyer

Women and minorities are over-represented in

lower level administrative and technical jobs and

underrepresented in senior and executive level
roles yet only 12.7% of responding companies
have a formal process in place to increase
female and minority representation in
management and executive positions.

While females make up 46% of the overall
workforces of survey respondents, the
percentages decline as you move up to higher
levels in the organization, with female
representation in the highest-level executive
roles at 28%. Almost half of the surveyed
organizations report that the representation of
women in management and leadership is
trending up.

Racial minorities hold 23% of roles in surveyed
organizations with that percentage shrinking at
every level from professional up through
executive levels with only 10% of those roles
being held by minorities. One third of survey
organizations have reported trending
up/increase of minorities in management levels
while 2/3rds report remaining stable over
previous year representation.

Representation by Level

Overall Workforce

Admin/Tech 59%

Sales

) 22%
Professionals 46%
54%

_ _ 18%
First/Mid-level Mgrs

N
=
>

58%

10%

Execs 28%

|

72%

0% 20% 40% 60% 80%

®m Minority % ®mFemale % ®Male %
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Executive/Senior Management Representation Gap

Representation Gap by Industry for Executive and Senior Management

All Industries

Energy/ Utilities

Technology

Industrials/ Materials/ Manufacturing

Healthcare/ Biotechnology/ Pharmaceuticals

Financial/ Insurance/
Real Estate

Consumer/Discr/Staples

Business/ Other Services

0%

Positions

13.0%
19.3%

4.8%
5.5%
13.7%
9.0%
16.3%

13.1%

9.7%
23.7%
12.5%
27.7%
24.4%
17.6%
14.2%
11.7%
5% 10% 15% 20% 25%

® Female Exec
Gap

m Minority Exec
Gap

30%

Pearl Meyer
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Representation Gap by Industry

Representation Gap* for Executive and Managerial Positions

All Industries

Energy/ Utilities

Technology

Industrials/ Materials/ Manufacturing

Healthcare/ Biotechnology/ Pharmaceuticals

Financial/ Insurance/
Real Estate

Consumer/Discr/Staples

Business/ Other Services

il

0% 5% 10% 15% 20% 25% 30%
® Minority Mgr  ®Female Mgr ® Minority Exec  mFemale Exec
Gap Reprentation Gap Gap Gap
*Defined as the difference in percentage points between representation at a level versus representation in overall workforce.
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Representation Gap and Path Towards Opportunity Equity

The data suggests that when organizations create formal programs to increase representation of
women and minorities in senior management roles, they will provide opportunities that may begin
to bridge the representation gap.

Bridging the Representation Gap

40.1%

m Overall Gap
Executive/Senior Level Officials and Managers

m QOverall Gap
First/Mid-level Officials and Managers

® Formal program to increase representation in Exec/Mgt positions

Pearl Meyer
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Programs, Policies, and
Processes
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Programs, Policies, and Processes

= Organizations are using levers to
increase the representation of women
and minorities at management and
leadership levels

* Make it a priority to close the gap:
technology, energy/utilities, and
healthcare/biotech/pharmaceutical lead with
20% or more of the survey organizations
noting it is highest priority

* Begin with the source of your talent
pipelines: increasing diversity when
recruiting is used by almost 40% of firms,
the highest percentage in
healthcare/biotech/pharmaceutical and
consumer/discretionary/staples industries

» Create formal programs to close the
representation gap: very few survey
organizations are using this lever; only
12.7% have a formal program in place to
increase female and minority representation
in executive and management positions

Programs, Policies, and Processes

All Industries

Energy/ Utilities

Technology

Industrials/ Materials/
Manufacturing

Healthcare/ Biotechnology/
Pharmaceuticals

Financial/ Insurance/
Real Estate

Consumer/Discr/Staples

Business/ Other Services

0
VLY 38.8%
A%

I 25,

0.0%

0,
0,
s .0
0,

0,

8.5%

0,
60.0%
37.5% °
0,
ﬂ 33.3%
13.3% °

39.7%

m Highest priority to close gender and minority pay gaps

m % of firms using appraoches to increase diversity when

recruiting

m Formal program to increase female & minority representation in

Exec/Mgt positions
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Diversity, Equity, and Inclusion Levers

Pearl Meyer

» The most prevalent programs,
policies, and processes that survey
participants utilize in the DE&I area
are engagement surveys, programs
on inclusion, and affinity/networking
groups.

= Less utilized (but providing a big
opportunity to impact DE&I in an
organization) are internal training
and development programs and
formal processes to move the
needle on representation of females
and minorities in management
and/or executive positions.

DE&I Levers

Conduct engagement survey(s)
that ask questions that measure
inclusion and belonging

Policies or programs that focus on
inclusion

Internal affinity/networking groups
that are gender or diversity
oriented

Internal training and development
programs that are gender or
minority oriented

Formal process in place to
increase female and minority
representation in management
and/or executive positions

49.6%

55.6%

47.0%

18.7%

[
3
>

mYes mNo

50.4%

44.4%

53.0%

81.3%

87.3%

0% 20% 40% 60%

80% 100%120%
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Pay Equity, Pay Gap, and Formal DEI Programs

= Assessment of pay equity continues to be high with over 60% of organizations currently assessing
and another 30% planning to do so within the next year.

» The assessment of pay gap has increased among organizations surveyed, with around 80%

assessing pay gaps or planning to do so within the next year, as compared to 70% of organizations
in past year’s survey

= Along with increases in percentage of organizations assessing pay equity and pay gap, there has
been an increase in organizations that have formal D&l programs or plan to do so for 2021—close
to 87%, up from 75% in our 2019 survey.

Does your organization formally Does your organization formally assess its pay
assess pay equity? gap?
No and have no plans to do so - 9.20% No and have no plans to do so G 21.4%

No, not yet but plan to within next year I 23.6%

No, but plan on doing so within 0
the next year - 22.3%

Yes, gender and minority pay gaps I 35 . 7 %

Yes _68-5% Yes, gender pay gap only IS 14.3%

Does your organization have a formal D&l
program?

No s 13.4%
No, but considering for 2021 EEEEEEEEEEEEEEEES———————— 33.8%

Yes I 17 8%
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Communication
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D&l Communication: Questions From Employees
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= Surveyed organizations have seen

the largest increase in questions
from employees regarding the topic
of diversity and inclusion.

= Around 20% of the respondents

have seen an increase in questions
about pay equity.

* The least inquired-about topics are

the gender and minority pay gaps.

120.0%

100.0%

80.0%

60.0%

40.0%

20.0%

0.0%

Recently seen an increase in questions
about...

85.7%

14.3%

D&l Gender Pay Racial Pay Gender Pay Racial Pay
Equity Equity Gap Gap

mYes mNo
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D&l Communication to the Board

= Almost 70% of organizations surveyed provide information on D&lI-related issues to the
board which is up considerably from our 2019 survey where about 50% of companies
were sharing information with the board. In most cases, this information relates to

gender representation.

Provide information on D&I-
related issues to the board?

mYes =No

Information Shared with the Board

Pay gap [ 17.0%
Pay equity [N 340%
Top Leadership gender & minority _ 0
representation 65.0%
Management gender & minonly . | 70.0°
representation 70.0%
Gender and minority representational _ 0%
overall 70

Pearl Meyer
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D&l Communication to Management and Employees

Pearl Meyer

= Less than half of the organizations in this survey share D&l related information (e.qg.,
overall philosophy and goals, workforce demographics, results of completed pay equity

studies, etc.).

= Of those that do share information, it appears to be high level philosophy and goals.
Less often shared with employees are workforce demographics by gender and minority
status, results of pay equity studies, and pay gap practices, policies, and statistics.

Share D&l-related
information?

mYes =No

Information Shared with Top Management and

Employees
Pay Gap Practices, Policies and 5.6%
Statistics 58.3%
Results of Completed Pay Equity I 2.8%
Studies 75.0%
Workforce Demographis: 33.3%
Gender/Minority 97.2%

Learning & Development Opportunities _88681%/(;/0
Overall Philosophy and Goals _ gjigjﬁ

mEmployees ®Management
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Demographics
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Survey Participant Demographics

Ownership

m Public
m Private, for Profit

® Private, not for
Profit

Energy/ Utilities

Technology

Industrials/ Materials

Healthcare

Financial/ Insurance/ Real Estate
Consumer/Discr/Staples

Business/Other Services

Industry

A 20

A - o0

A 0

A 5
A 2.0
A 5

[ KX

0% 10% 20% 30% 40%

Pearl Meyer

Revenue/Asset Size

= Under $300 M

= $300 M to less than $1

B

= $1 B to less than $3B

= $3 B to less than $10 B

= $10 B and higher
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28



About Pearl Meyer

Pearl Meyer

Pearl Meyer is the leading advisor to boards and senior management on the
alignment of executive compensation with business and leadership strategy,
making pay programs a powerful catalyst for value creation and competitive
advantage. Pearl Meyer’s global clients stand at the forefront of their
industries and range from emerging high-growth, not-for-profit, and private
companies to the Fortune 500 and FTSE 350. The firm has offices in Atlanta,
Baltimore, Boston, Charlotte, Chicago, Houston, London, Los Angeles, New
York, Raleigh, and San Jose.
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ATLANTA
(770) 261-4080
atlanta@pearlmeyer.com

BALTIMORE
(410) 494-4100
baltimore@pearlmeyer.com

BOSTON
(508) 460-9600
boston@pearlmeyer.com

CHARLOTTE
(704) 844-6626
charlotte@pearimeyer.com

CHICAGO
(312) 242-3050
chicago@pearlmeyer.com

HOUSTON
(713) 568-2200
houston@pearlmeyer.com

LONDON
+44 (0)20 3384 6711
london@pearlmeyer.com

LOS ANGELES
(213) 438-6500
losangeles@pearlmeyer.com

NEW YORK
(212) 644-2300
newyork@pearlmeyer.com

RALEIGH
(919) 644-6962
raleigh@pearlmeyer.com

SAN JOSE
(669) 800-5074
sanjose@pearlmeyer.com

For more information on Pearl Meyer,
visit us at www.pearlmeyer.com or
contact us at (212) 644-2300.
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