McKinsey
& Company

Problems amid progress:
Improving lives and
livelihoods for ethnic
minorities in the

United Kingdom

Britain has made progress on advancing ethnic equality. But
minorities are still disadvantaged in many ways, and some
groups are particularly vulnerable to economic shocks.

by Tera Allas, Marc Canal, and Vivian Hunt, and Tunde Olanrewaju

October 2020



The need to make sustained and serious
progress toward ethnic and racial justice is
clear—in the United Kingdom and elsewhere.
COVID-19 has disproportionately affected Britain’s
ethnic minorities.'In the longer term, globalization
and automation could worsen inequality.

What to do depends on the specific circumstances

of each country. Our colleagues in the United States
have published a series of analyses on specific ethnic
groups. In this report, we look at the United Kingdom,
where about one in seven people, or 14 percent,
belong to a minority ethnic group (Exhibit 1).2

Exhibit 1

Those figures are likely to change, however. Ethnic
minorities are younger than average, accounting
for 20 percent of those aged 24 or under; by 2051,
they could account for one in five of the population.
The implication is that ethnic minorities will become
even more important in terms of their contribution
to society and the economy than they are now.
Already, they account for more than £300 billion

in purchasing power,® and ethnic-minority-owned
small businesses contribute £25 billion a year—or
as much as the chemical industry—to the country’s
gross value added.*

Ethnic minorities account for around 14 percent of the UK population.

UK population,

% breakdown White 86.0

Ethnic minorities 14.0

Bangladeshi 0.8
Chinese 0.7

Other Asian? 15
Other ethnicity® 1.0

"“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
24Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

3“Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

Source: 2011 Census, Office for National Statistics, ons.gov.uk

In general, we report our results based on terms used by the Office for National Statistics, which typically classifies individuals as follows:

Bangladeshi, Black, Chinese, Indian, mixed ethnicity, other Asian, other ethnicity, Pakistani, and white. In some statistics, further
breakdowns are available. The “other Asian” group comprises people from the region who are not Bangladeshi, Chinese, Indian, or Pakistani.
The “mixed ethnicity” group comprises individuals who report having multiple ethnic backgrounds; the largest subgroup is Black/white. The
“other ethnicity” group comprises people not included in any of the other categories, with people of Middle Eastern descent representing
around 40 percent of the total. Due to sample sizes and reporting conventions, not all data sources provide the same breakdown. In those
cases, we explain the alternative breakdowns used in footnotes. Data also differ in geographic coverage. We report results even if data are

available only for England or for England and another UK region.

2 According to the 2011 census for England and Wales; the percentages are not appreciably different for the United Kingdom, which also
includes Scotland and Northern Ireland. In addition, 2016 estimates show similar figures. “Population estimates by ethnic group,” in Research
report on population estimates by ethnic group and religion, Office for National Statistics, updated December 4, 2019, ons.gov.uk.

8 2012 Multicultural Britain, Institute of Practitioners in Advertising, 2012, ipa.co.uk.

#National Federation of Self-Employed & Small Businesses, July 2020, fsb.org.uk.
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The focus of our analysis is on the socioeconomic
aspects of ethnic equality, looking at the position of
Britain’s Black, Asian, and minority ethnic (BAME)
groups in terms of employment, earnings, education,
health, and well-being (see sidebar, “Highlights

of the research”). The circumstances for different
groups can vary significantly, so we also draw out

findings on specific minorities throughout the report.

Overall, there are five major findings. First, over the
past two decades, every British ethnic-minority
group has made progress, in both absolute terms
and relative to the white majority, in labor-force
participation, employment, occupational mix, and
education. Second, despite the progress, ethnic
minorities still do less well than white people in most
socioeconomic areas. (The exception is education,
where minorities generally do better.) Third, there
are large differences between specific groups.
People of Chinese and Indian origin tend to do well
on all measures studied, and often better than

white people; the metrics for Bangladeshis, Black
people, and Pakistanis are usually worse.® Fourth,
global shocks—including the coronavirus pandemic
and large-scale automation—are not helping. Not
only do all ethnic-minority groups have higher age-
adjusted COVID-19 death rates than white people,
but Bangladeshis and Pakistanis in particular are
concentrated in occupations that have been hard
hit by furloughs and layoffs. They also appear to be
more vulnerable than other ethnicities to job losses
associated with automation. And finally, our analysis
points to clear priorities for communities, employers,
and government at all levels.

How Britain’s ethnic minorities are
faring in the labor market

How are Britain’s ethnic minorities doing in labor-
force participation, employment, occupational mix,
and pay? It's complicated.

Highlights of the research

Ethnic-minority individuals make up

14 percent of the overall population in the
United Kingdom, and 20 percent of those
aged 24 and below.

Among state-school pupils aged 18,
people from all ethnic-minority groups
were more likely to enter higher education
than white students.

From 2004 to 2018, the labor-force par-
ticipation gap of ethnic-minority workers
relative to white workers shrank by three
percentage points, to 9.5 percent.

Ethnic-minority women account for

76 percent of the labor-force participation
gap. Ethnic-minority women aged 16 to 24
account for 21 percent of the gap but only
11 percent of the labor force.

When comparing employees of similar
age, qualifications, occupation, and sector,
ethnic-minority workers earned 10 percent
less than white workers.

More than 15 percent of Bangladeshi and
Chinese employees were in sectors that
furloughed 70 percent of workers in the

second quarter of 2020, compared with

8 percent of white workers, 7 percent of
Black workers, 6 percent of Pakistanis, and
5 percent of Indians.

More than 25 percent of Bangladeshis and
Pakistanis work in occupations whose au-
tomation potential is more than 60 percent,
compared with 17 percent of white and
Black workers, and 16 percent of Chinese
and Indian workers.

5 For the sake of simplicity, in this report, we use terms like Bangladeshi, Chinese, Indian, and Pakistani. The great majority of these individuals
are British citizens, and we do not mean to imply otherwise.
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What is the labor-force participation and
unemployment profile for ethnic minorities?

In 2018, all ethnic-minority groups had lower labor-
force participation rates—defined as the percentage
of 16- to 64-year-olds who were working or looking
for work—than their white counterparts (Exhibit 2).6
For white workers, the combined participation rate

Exhibit 2

for both sexes was 80 percent, followed by Indian
workers, at 79 percent; for Black workers, it was 73
percent, and for Bangladeshis and Pakistanis, 62
percent. The overall gap between ethnic-minority
individuals and white workers was 9.5 percentage
points, down from 12.7 percent in 2004.

Most ethnic-minority groups have been closing the gap on labor-force

participation.

Labor-force participation by ethnic group, 2004-18, %

Percentage-point change

- -
s T White 0.4
-
//
Indian +6.4
70 -
Black +4.5
Mixed ethnicity’ +1.2
/J Other Asian? +3.5
60 _—
// Other ethnicity? +3.5
/ —
Bangladeshi and Pakistani +11.3
50
2004 2010 2018

"“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
2“Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.
34Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

Source: Annual Population Survey, 2020, Office for National Statistics, ons.gov.uk

8 Labor-force participation and unemployment data classify people of Chinese origin together with “other Asians” and group together

Bangladeshis and Pakistanis.
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The gapis not very large between white men

(84 percent) and ethnic-minority men (79 percent).
The big difference is between white and ethnic-
minority women, at 76 and 62 percent, respectively
(Exhibit 3). The most extreme example is that

of Pakistanis and Bangladeshis, where women
accounted for 15 points of the 18-point labor-force
participation gap. Age also plays a role. Ethnic-
minority women in the youngest age bracket—
between 16 and 24 years—trail furthest.” The average
labor-force participation among ethnic-minority
women in this group is 43 percent, compared with 63
percent for young white women.

For all groups, except white men and men of mixed
ethnicity, labor-force-participation rates rose
between 2004 and 2018.8 White men’s participation
rate stayed flat at 84 percent between 2004 and
2018, while participation of ethnic-minority men

Exhibit 3

rose from 75 to 79 percent. White women increased
their participation from 71to 76 percent, while that
of BAME women rose even faster (55 to 62 percent).
The most striking gains were among Bangladeshi
and Pakistani women. While their participationin
2018 was still low (45 percent), that rate is

15 percentage points higher than in 2004. This
increase in participation was followed by that of
Indian women, whose participation rose from 64 to
72 percent, and Black women, with an increase from
63 to 69 percent.

Regarding unemployment, the story is similar. In
2018, all ethnic minorities except Indians had higher
unemployment rates than white people (4 percent).
Black workers had the highest unemployment

rate (9 percent), followed by Pakistanis and
Bangladeshis (8 percent). BAME women tended to

Women account for most of the labor-force-participation gap between white

and ethnic-minority workers.

Labor-force participation by ethnic group and gender, 2018, % ® Men @ Women
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"“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
2“Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.
34Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

Source: Annual Population Survey, 2020, Office for National Statistics, ons.gov.uk

" The exception is Pakistani and Bangladeshi women aged 50 and over. They have an even lower labor-force-participation rate, at 29 percent.
8 We focus on 2004—18 because these years are the longest, most recent period of comparison for which data exist.
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suffer from slightly higher unemployment rates than
men, but the differences were smaller than those
for labor-force participation. The only substantial
intragroup gender gap was between Bangladeshi
and Pakistani men and women: male unemployment
for these groups was 6 percent, less than half that of
females (13 percent).

Differences in unemployment rates have narrowed
over time. Unemployment has fallen at least three
percentage points for all ethnic-minority groups

since 2004 while remaining stable for white workers.

The largest improvements were among Pakistanis
and Bangladeshis (from 13 percent to 8 percent);
mixed-ethnicity individuals (from 12 to 7 percent),
and Black workers (from 13 to 9 percent).

To sum up, despite strong positive trends, labor-
force participation and unemployment rates
still show gaps relative to the white population,
particularly among women.

What kinds of jobs do Britain’s ethnic

minorities do?

Different ethnicities have varying distributions
across occupational categories (Exhibit 4).° Chinese
and Indians are likelier to work in the highest-paid
occupations; they are overrepresented among
corporate managers and directors, as well as in

health occupations and among science, engineering,
and technology professionals. For example,

13 percent of Indians are science, engineering,

or tech professionals, more than double the

share of the whole population (6 percent). White
workers also are well represented in some highly
paid occupations, and they have relatively more
weight than Indians and Chinese in medium-pay
jobs, including skilled construction and building
trades and culture, media, and sports occupations.
Ethnicities that are more likely than others to hold
the lowest-paid occupations are Bangladeshi, Black,
Pakistani, other Asian, and other ethnicity.

These groups vary, however, in terms of the

specific types of occupations in which they are
overrepresented. Black workers are significantly
overrepresented in caring personal-service
occupations (almost 16 percent, compared with

7 percent for the whole population), and other Asians
also are overrepresented here (9.5 percent). This
occupational grouping includes jobs such as nursery
nurses and home carers. Bangladeshis and those

in the other-Asian and other-ethnicity groups are
much more likely to work in textiles, printing, and
other skilled trades, as well as to be drivers or
operatives. Pakistanis are highly overrepresented
among drivers and operatives.

Britain’s ethnic minorities account for
more than £300 billion in purchasing
power, and minority-owned small
businesses contribute £25 billion a
year to the country’s gross value added.

° The source data are for the whole United Kingdom. The analysis has been conducted at a level for which the most granular reliable data are
available. In this data set, people in employment are classified into 25 occupational categories and nine ethnic groups; significant variations can

occur within specific categories.
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Exhibit 4

Different ethnic groups have very different labor-market profiles.

Representation of workers of each ethnicity in each occupation

M Overrepresented within occupation
W Underrepresented within occupation
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“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
2¢Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

34Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

Source: Annual Population Survey, April 2019—March 2020, and Annual Survey of Hours and Earnings, 2018, Office for National Statistics (UK); McKinsey analysis

In recent years, all groups have improved their

occupational mix toward higher-paid jobs, and some
ethnic minorities have been doing it at a faster pace
than white workers. Between 2015 and March 2020,
total employment in the United Kingdom increased

from 30.5 million to 32.5 million jobs. The top five

Problems amid progress: Improving lives and livelihoods for ethnic minorities in the United Kingdom

occupations in terms of median hourly pay grew

by 19 percent, while the bottom five shrank by
1percent. For the white population, total employment
grew by b percent, while employment in the top five
occupations increased 17 percent, and employment
in the bottom five declined by 2 percent.



Indeed, the occupational mix for all ethnic-minority
groups also shifted disproportionately toward the
highest-paid occupations. Among Bangladeshis, for
example, the number of employed individuals in the
top five occupations grew 74 percent, while it shrank
2 percent for the bottom five. For those in the other-
ethnicity group, the top five increase was 40 percent,
and the bottom five decline was 5 percent.

Overall, then, when looking at differences in ethnic
minorities’ occupational mix, there are two main
distinctions. Indian and Chinese workers are likelier
than other ethnic groups to be in higher-paid jobs,
such as management or technology. All other
minority groups are more likely than average to work
in lower-paid occupations, such as personal care,
administrative, and sales jobs.

How do ethnic minorities compare in terms

of pay?

The “unconditional pay gap”—the difference in
median hourly earnings between ethnic minorities
and white workers, without controlling for factors
like education and age—follows the expected
pattern given the occupational data. Chinese and
Indians had higher median hourly earnings than
white workers in 2018, while all other groups had
lower earnings, with Bangladeshis earning the least,
20 percent less than white employees.

The unconditional pay gap may also reflect existing
skill differentials in the adult population.’® One
factor is historical education outcomes. Some older
ethnic-minority individuals will have grown up in
another country with worse overall education or may
have been disadvantaged in the United Kingdom’s
education system in the past. Another issue for
ethnic minorities is access to coaching, training, and
progression at work. Such opportunities tend to be
more available to highly educated people, further
polarizing the distribution of adult skills.

Moreover, within any given occupational group,
some ethnicities are less likely to participate in
training. For example, in a survey by the Office

for National Statistics (ONS), 33 percent of all
employees in caring, leisure, and personal-service
occupations said they had participated in job-
related training or education in the previous three
months. Pakistani, Chinese, and Bangladeshi
workers, however, were significantly less likely to
have done so (25, 23, and 21 percent, respectively).
Bangladeshis reported a lower-than-average rate
of training in all nine occupational groups analyzed,
and Chinese and Pakistanis in all but one.

While statistics on the level of adult skills by
ethnicity are not abundant, the most recent

data (2012) from the OECD’s Programme for the
International Assessment of Adult Competencies,
found that British adults from most ethnic minorities
performed significantly worse than their white
counterparts on tests of literacy, numeracy, and
problem-solving skills." For example, for literacy, the
average score for white people was 276, while the
scores of those of other ethnicity, Asians, and Black
people were 254, 244, and 242, respectively.

A more sophisticated analysis of the pay gap tries to
determine whether ethnic minorities’ earnings are
lower even after controlling for other factors that
can affectincome; this is called the “conditional pay
gap.” In 2019, researchers at the Bank of England
adjusted earnings differences between ethnic
groups using several relevant factors, including age,
qualifications, occupation, and sector.” The report
found that when comparing people with

very similar individual and job characteristics,
ethnic-minority workers earned 10 percent less
than white workers in the period 2014 to 2019. This
was true for all ethnic groups, except for mixed
ethnicity. Bangladeshis had the largest average
conditional pay gap (20 percent), followed by Black
workers, Pakistanis, and other Asians, all of them at

OFor adult skills, the breakdown is: Asian, Black, mixed ethnicity, other ethnicity, and white.

" The International Survey of Adult Skills 2012: Adult literacy, numeracy and problem solving skills in England, Department for Business,
Innovation and Skills, BIS Research Paper Number 139, October 2013, assets.publishing.service.gov.uk.

2 Andrew G. Haldane, Zahid Amadxarif, Marilena Angeli, and Gabija Zemaityte, “Understanding pay gaps,” speech delivered by Haldane to the
Joint Bank of England, Federal Reserve Bank, and European Central Bank Conference on Gender and Career Progression, Frankfurt,
Germany, October 21,2019, bankofengland.co.uk. The Bank of England uses the Oaxaca-Blinder decomposition technique and Goldin’s
regression approach to explain pay gaps. See Claudia Goldin, “A grand gender convergence: Its last chapter,” American Economic Review,

Volume 104, Number 4, April 2014, pp. 1091-1119.
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13 percent. For Indians and Chinese, the conditional
gaps were 7 and 6 percent, respectively.

Another distinction to consider is between those
born inside and outside the United Kingdom. The
Bank of England and the ONS have found pay

gaps to be substantially larger for foreign-born
individuals. The Bank of England estimated the
conditional pay gap at 5 percent for UK-born ethnic-
minority individuals, compared with 12 percent for
foreign-born ones. Possible factors include poorer
childhood education, language barriers, lower levels
of integration, and weaker employment networks.

Interestingly, unlike other labor-market metrics,

the conditional ethnicity pay gap has not shrunk
appreciably since 2000." In contrast, over the same
period, the conditional gender pay gap has been
declining gradually.*

How ethnic minorities are faring in
education, health, and well-being

As in the labor market, the overall picture for
measures of education, health, and overall well-
being is one of progress—particularly when it comes
to education—but with some troubling gaps.

BAME educational performance

What stands out in educational attainment is the
generally strong and improving performance of
ethnic minorities. This is likely to be one of the
reasons for the progress they have made in the
labor market.

Most ethnic-minority groups do comparatively well
at school from ayoung age. At six to seven years

old, math scores were higher for Chinese, Indians,
and other Asians than for white students, while
Bangladeshis and mixed-ethnicity pupils were

close. Regarding writing, all ethnic minorities except
Pakistanis and the other-ethnicity group had higher
scores than white students. In reading, all BAME
groups scored higher than white students, except for
Bangladeshis, who did as well as white students.

The scores are particularly striking when broken
down by household income.’® White students were
less likely than any other ethnic group except Indians
to live in low-income households, defined as being
eligible for free school meals (FSMs)." Even so, white
students scored comparatively low in math, reading,
and writing at ages six to seven.”® Moreover, young
FSM-eligible children of every ethnic minority
scored higher than FSM-eligible white students

in math, reading, and writing. Finally, the intra-
ethnic attainment gap between FSM and non-FSM
students was smaller for all minority groups.

Similar patterns show up in Attainment 8 scores,”
which refer to exams students typically take when
they are 14 t0 16 years old (Exhibit 5). Only Black and
Pakistani students had lower overall Attainment

8 scores than white students, and the difference
was small. Chinese and Indian students had the
highest average scores. Once again, the results for
FSM-eligible white students stand out: they had
the lowest average score of any group, with FSM-
eligible boys doing worst, by a large margin. Girls
scored higher than boys across ethnicities and
income groups.?°

Blbid.
“Ibid.

®“Education, skills and training,” Ethnicity facts and figures, Race Disparity Unit, gov.uk; https://www.gov.uk/government/organisations/race-

disparity-unit

6See “Education and ethnicity,” in Child poverty and education outcomes by ethnicity, Office for National Statistics, updated February 25, 2020,

ons.gov.uk.

7“Schools, pupils and their characteristics,” January 19 School Census, UK Department of Education, updated August 20, 2019, gov.uk.
8«Education, skills and training,” Ethnicity facts and figures, Race Disparity Unit, gov.uk.

® Attainment 8 is a measure of a pupil’s average grade across eight subjects in the General Certificate of Secondary Education (GCSE) exams.
20The patterns are similar when using the “Progress 8” metric, which measures the improvement in pupils’ attainment at age 15 relative to a

comparison group at ages seven to 11.
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Exhibit 5

In tests taken by students in their mid-teens, ethnic-minority students’

performance is generally good.

Attainment 8' score by ethnic group and gender
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'Attainment 8 is a measure of a pupil’'s average grade across eight subjects in the General Certificate of Secondary Education (GCSE) exams, which students

typically sit when they are 14—16 years old.

2“Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

3“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
““Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

Source: Key stage 4 and multi-academy trust performance, 2018, Department for Education; Office for National Statistics (UK)

As for higher education, entry rates for everyone
increased between 2006 and 2018, and students
from all ethnic-minority groups are now more likely
than white students to enter higher education.?!
Chinese students were the most likely to do so

(66 percent). The recent performance of Black
students is particularly striking. In 2006, they
were the least likely group to attend university

(22 percent); in 2018, at 41 percent, they were third.

The news is not all good. For example, Black
students were significantly more likely to drop
out of university than white ones in 2015,22 and
undergraduate grades earned by all ethnic

minorities were lower than those of white students.

Almost one in three white graduates obtained first-

class degrees, but only one in five ethnic-minority
graduates did so in 2018.2 There is no single
explanation for these discrepancies, which exist
regardless of students’ prior attainment at A-level.
However, recent surveys point to, among other
things, lack of diversity and role models among
senior university staff, as well as institutional and
cultural barriers that may disadvantage ethnic-
minority students.?

A study published in 2018 also found that
employment rates for all BAME groups six months
after graduation were substantially lower than for
white graduates, and earnings were slightly lower
for some. Local area characteristics could account
for some of these differences: with the exception of

2'The data considered only students from state schools; see “Entry rates into higher education,” Ethnicity facts and figures, Race Disparity Unit,
updated August 24, 2020, gov.uk. The breakdown is Black, Chinese, mixed ethnicity, other Asian, other ethnicity, and white.
220n course for success? Student retention at university, Social Market Foundation, July 2017, smf.co.uk. Retention statistics are due to be

updated but were not available at the time of writing.

2 For undergraduate grades, the breakdown is Asian, Black, mixed ethnicity, other ethnicity, and white.
24Black, Asian and minority ethnic student attainment at UK universities: #ClosingtheGap, Universities UK, May 2019, universitiesuk.ac.uk.
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London, ethnic minorities are more likely to live in
less prosperous regions, where job opportunities for
graduates are fewer.?®

Health outcomes and Britain’s ethnic minorities
Ethnic minorities have worse health outcomes
than white people on many metrics, and there are
significant variations among minority groups. In
2017, the white population had the lowest rate of
infant mortality (3.1 deaths per 1,000 live births);
Pakistanis had the highest (7.3).2 Infant mortality
actually increased among Bangladeshis (from 4.7
in 2006 to 5.6 in 2017) and Indians (from 4.1to 4.7).
However, it decreased among Black infants, falling
from 8.0 10 6.8.

Another important health factor is obesity. In

2018, 74 percent of Black adults were overweight

or obese; that rate is 11 percentage points more
than for white adults, who were the second-most-
overweight ethnicity, and almost 40 percentage
points more than the Chinese, the least overweight
of the groups. These patterns have remained largely
consistent since 2015.%7 Black people and Asians
have higher rates of diabetes than the population as

awhole,? and older Pakistani men have particularly
high levels of cardiovascular disease.?® As discussed
in the next section, these conditions also increase
the risk of dying from COVID-19.%°

Compared with white individuals, members of most
ethnic-minority groups report higher prevalence

of long-term conditions such as chest, breathing,
heart, blood pressure, or circulation problems. This
is true regardless of age, but particularly so among
those at least 40 years old. Bangladeshis, Black
adults, Chinese, Indians, Pakistanis, and other-
Asians in this age cohort were more likely than white
adults to report these conditions.®!

Eating habits and physical exercise are relevant
determinants of health outcomes. On average,
white adults reported the healthiest eating habits,
while Black adults had the unhealthiest ones.%?
Physical activity shows a similar pattern: Asians
(excluding Chinese), Black people, and those of
other ethnicity were less active. This holds to alarge
extent regardless of occupational status, indicating
that this pattern is unlikely to be explained simply by
income or education.%®

Almost one in three white university
oraduates obtained first-class degrees,
but only one in five ethnic-minority
oraduates did so in 2018.

25Wouter Zwysen and Simonetta Longhi, “Employment and earning differences in the early career of ethnic-minority British graduates: The
importance of university career, parental background and area characteristics,” Journal of Ethnic and Migration Studies, Volume 44, Number 1,

2018, doi:10.1080/1369183X.2017.1338559.

26 For infant mortality, the breakdown is Bangladeshi, Black, Indian, Pakistani, other ethnicity, and white.
2TFor data on adult weight, physical activity, and healthy eating, the breakdown is Black, Chinese, mixed ethnicity, other Asian, other ethnicity,

and white.

28 Diabetes in the UK 2010: Key statistics on diabetes, Diabetes UK, March 2010, diabetes.org.uk.
2% Lucinda Platt and Ross Warwick, Are some ethnic groups more vulnerable to COVID-19 than others? Institute for Fiscal Studies, May 2020,

ifs.org.uk.

30“People with certain medical conditions,” Coronavirus disease 2019 (COVID-19), US Centers for Disease Control and Prevention, cdc.gov;
“Coronavirus: Obesity increases risks from Covid-19, experts say,” BBC News, July 25,2020, bbc.com.
S'0ONS Annual Population Survey, April 2019—March 2020. Anyone with any of the cited health conditions is considered to be “reporting a long-

term condition.”

32Based on the number of portions of fruit and vegetables respondents reported eating each day. See “Healthy eating among adults,” Ethnicity

facts and figures, Race Disparity Unit, July 26, 2019, service.gov.uk.

33«pPhysical activity,” Ethnicity facts and figures, Race Disparity Unit, updated April 27, 2020, service.gov.uk.
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Research is at an early stage into the causes of
higher COVID-19 mortality rates among ethnic-
minority groups. Poverty and other socioeconomic
characteristics are likely to be a contributing factor.
For example, in July 2020, the age-standardized
mortality rate for deaths involving COVID-19 in the
most deprived areas in England was more than
double the rate recorded in the least deprived
areas.3* However, there is also emerging evidence
that adjusting forincome and other socioeconomic
factors explains only a part of the higher COVID-
19-related hospitalization rates among ethnic-
minority groups.®® The preexisting health conditions
mentioned above are likely to be an important factor,
but more research is needed to fully understand the
complex patterns at work.%®

Well-being measures and life satisfaction
Mental and physical health, along with job
satisfaction and social relationships, are important
determinants of life satisfaction. The generally
worse physical health among ethnic minorities
could help explain why their average well-being—
most frequently measured by self-reported life
satisfaction—tends to be somewhat lower than that
of white people.®” In 2018, there were no ethnic
minorities that reported higher levels of well-
being than white people; but Bangladeshis, Black
people, and those of mixed and other ethnicity
reported statistically significantly lower levels of
life satisfaction.

However, the trends in life satisfaction and other
well-being metrics are positive. Self-reported well-
being increased between 2012 and 2018 among all
ethnicities and across all four metrics tracked by the
ONS: life satisfaction, happiness, feeling worthwhile,
and (lack of) anxiety. Moreover, the increase in
well-being for individuals in most minority groups
has been occurring at a faster pace than for white
individuals, so the gap has been closing.

For example, in 2012, the average score for life
satisfaction among the white population was 7.5,
higher than for all ethnic minority groups except
Asian other, Chinese, and Indians. Black individuals
reported the lowest life-satisfaction score in

2012 (6.8). In 2018, the score for white individuals
had increased to 7.7, and only four BAME groups
remained significantly®® less satisfied with their
lives—Black individuals (7.3), mixed-ethnicity (7.4),
Bangladeshis (7.5), and those of other ethnicity (7.5).

On anxiety, in 2012, white individuals recorded the
lowest score (3.0), while all ethnic minorities except
the Chinese reported higher anxiety, ranging from
the least-anxious Black individuals (3.2) to those of
mixed ethnicity (3.5). By 2018, white individuals had
reduced their average anxiety levels (to 2.9), but so
had everyone else, and by more.

The findings on ethnic minorities’ relative outcomes
in education, health, and well-being are important
in at least in two ways. First, improving them—and
reducing any gaps—is positive in and of itself.
Second, they are crucial because they affect
people’s ability to prosper. Better-educated,
healthier, and happier individuals are also more
productive, which increases their chances to
engage positively with the labor market, economy,
and society.

How COVID-19 is affecting BAME
lives and livelihoods

The socioeconomic metrics we have considered—
economic, educational, health, and well-being—are
all under pressure from COVID-19, which has proved
particularly challenging for ethnic minorities. They
are more likely to die from the virus, be exposed to

it at work, and to work in occupations hard hit by job
losses and furloughs.

34“Deaths involving COVID-19 by local area and socioeconomic deprivation: Deaths occurring between 1 March and 31 July 2020,” Office for

National Statistics, August 28,2020, ons.gov.uk.

3% Aniruddh Pradip Patel et al.,“Race, socioeconomic deprivation, and hospitalization for COVID-19 in English participants of a nation al biobank,”

MedRxiv, May 2, 2020, medrxiv.org.

36 Disparities in the risk and outcomes of COVID-19, Public Heath England, August 2020, assets.publishing.service.gov.uk.

37 Analysis of mental health was outside the scope of this report.

38 Statistically significant difference at the 95 percent confidence level. A 0.1-point difference in life satisfaction is roughly equivalent to a
70 percent difference in household income at the individual level, all other things equal. See, for example, Paul Frijters et al, A happy choice:
Wellbeing as the goal of government, Centre for Economic Performance, 2020.
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COVID-19 and ethnic minorities

After accounting for age, members of every ethnic-
minority group in Britain are likelier than white
people to die from COVID-19.%° For Black men (who
have triple the white death rate) and Black women
(more than 2.5 times), the difference is particularly
stark. Bangladeshis and Pakistanis have the next-
highest death rate (more than twice the death rate
of the white population), while Chinese and mixed-
ethnicity women have the lowest (b percent and

33 percent more likely to die from COVID-19

than the white population, respectively). These
differences partly reflect the patterns in health
described in the previous section; many BAME
groups have a higher prevalence of preexisting
conditions that make COVID-19 more deadly, such
as obesity and diabetes among Black adults and
cardiovascular disease among Pakistani men.

Britain’s ethnic minorities are also more likely to
live in densely populated areas or in overcrowded
households, which makes them more prone to
contagion.*® Occupational and socioeconomic
status also play a role. Except for Chinese and
Indian ethnicities, BAME groups tend to be
overrepresented in occupations that require
proximity to colleagues, customers, or members

of the public. This may make them more likely to
contract the disease. Some ethnic-minority groups
are also more exposed to the virus at work: for
example, 27 percent of Black workers are employed
in the healthcare sector, compared with 14 percent
of all workers.

The COVID-19 crisis does not affect all occupations
and sectors equally: some jobs are more at risk than
others. Jobs dependent on overseas tourism, for
example, are more likely to be hurting than those

in the package-delivery or health fields. Therefore,

the distribution of jobs among different population
groups is an important factor in COVID-19-related
job losses or furloughs. Occupational patterns

are especially significant because, in the United
Kingdom, most of the short-term adjustment has
taken the form of furloughs, in which people remain
officially employed, making the unemployment rate
apoor representation of COVID-19’s impact on the
labor market.

Although we lack detailed information by ethnicity
onwho has been furloughed, two other variables
offer a broad sense of how ethnic minorities have
fared. One is the physical proximity required to do
a job; the other is the percentage of workers who
have been furloughed in a given sector.*' To the
extent that an ethnic group is overrepresentedin an
occupation that requires close physical proximity
orin asector with a high level of furloughs, its
members’ jobs are more likely to be vulnerable due
to COVID-19.

The logic is that people in jobs that require high
physical proximity to other individuals will not have
been able to work during lockdowns and will likely

be slow to return to normal work while physical-
distancing requirements stay in place. (There

are exceptions to this principle, such as essential
workers in healthcare and transport.) Similarly,
workers in sectors that have suffered a larger
proportion of furloughs have experienced the impact
of COVID-19 more severely, and are likely to continue
todoso.

According to McKinsey research published in

May, people belonging to a minority ethnic group
were on average only slightly more exposed than
white people to job losses or furloughs due to the

3%94Coronavirus (COVID-19) related deaths by ethnic group, England and Wales: 2 March 2020 to 15 May 2020,” Office for National Statistics,

updated June 19, 2020, ons.gov.uk.

40¢Overcrowded households,”’ Ethnicity facts and figures, September 9, 2020, service.gov.uk.

#The data on both proximity by occupation and furloughs by sector come from the Office for National Statistics (ONS). For proximity, “Which
occupations have the highest potential exposure to the coronavirus (COVID-19)?,” ONS, May 11,2020, ons.gov.uk. For furloughs, we use ONS
data on the average proportion of furloughed employees by sector between April 6 and July 12,2020, from the Business Impact of COVID-19
survey. “Business Impact of COVID-19 Survey (BICS) results,” ONS, ons.gov.uk. Data about furloughs do not exist for all sectors, but the ones

for which data exist cover 85 percent of total employment.
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pandemic. But when specific ethnic groups are or furloughs. One reason is that Bangladeshis and

considered, bigger differences emerge. other-ethnicity individuals are likelier than others to
be in occupations related to textiles, printing, and

Some groups are overrepresented in high-proximity  skilled trades (think tailors, printers, butchers, and

occupations and hence are more likely to suffer chefs). Bangladeshis are more likely to be in sales
because of COVID-19 (Exhibit 6). Bangladeshis occupations, such as retail assistants or cashiers.
and those in the other-ethnicity group appear to These two ethnic groups are also overrepresented in

be most vulnerable to COVID-19-related job losses transport-related occupations.

Exhibit 6

Ethnic minorities tend to be overrepresented in high-proximity occupations.

Job distribution by occupation and ethnicity, concentration of each ethnicity within each occupation

Low PEEEN High Chinese White Other ethnicity? Bangladeshi Black

Indian Mixed ethnicity’ Pakistani Other Asian®
By proximity to others, index

86 Caring personal service . . .
85 Health . .
H BN

80 Health and social-care associate

74 Protective service N/A . N/A
73 Leisure, travel, and related .

72 Textiles, printing, and other skilled trades .

68 Sales B

68 Teaching and educational .

67 Skilled construction and building N/A
66 Transport drivers and operatives

65 Elementary administration and service

63 Skilled metal, electrical, and electronic

62 Elementary trades and related N/A

61 Process, plant, and machine operatives

59 Culture, media, and sports . .

56 Administrative . .

55 Other managers and proprietors

m
52 Science, engineering, and tech associate . . .
51 Customer service . . .
51 Secretarial and related . . .
51 Skilled agricultural N/A N/A . N/A N/A N/A N/A
49 Business and public-service associate . . . .
48 Business, media, and public service . . . . .
48 Science, engineering, and tech . . . .
47 Corporate managers . . . .

™“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
2“Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

34Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

Source: Office for National Statistics (UK); US Bureau of Labor Statistics; McKinsey Global Institute analysis; McKinsey analysis
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The same two groups are also overrepresented in
some economic sectors with high rates of furloughs
and underrepresented in some low-furlough sectors
(Exhibit 7). Bangladeshis and individuals in the
other-ethnicity group are more likely than average
to work in accommodation and food services,

which furloughed 70 percent of their workers in the
second quarter of 2020. Conversely, Bangladeshis
are underrepresented in healthcare, and those of
other-ethnicity are underrepresented in education.
These two sectors generally require close proximity
but had relatively low furlough rates (7 and 10
percent, respectively), because many of their
personnel are classified as essential workers.

Exhibit 7

Pakistanis, Bangladeshis, and other-ethnicity
individuals also have higher-than-average rates of
self-employment, while all other ethnic groups have
lower rates.*2 COVID-19 appears to have hit the
self-employed particularly hard: the self-employed
account for 22 percent of job-support claims, higher
than their share of the workforce (15 percent).

It doesn’t help that, according to the National
Federation of Self-Employed & Small Businesses,
ethnic-minority-owned small businesses are more
likely to be in less affluent areas and to be in sectors,
such as hospitality and transport, that have been
particularly challenged by COVID-19.43

Every ethnic group has a high proportion of workers in at least one sector in
which a quarter or more jobs were furloughed.

Job distribution, by sector and ethnicity, concentration of each ethnicity within each sector

FEEEN High

Low Chinese

By share of workers
furloughed Q2 2020, %

70
70
35
32
32
24
23

Indian

Arts, entertainment, and recreation

Accommodation and food services

Construction

Transport and storage

Administrative and support services
Manufacturing

Real estate

18 Wholesale, retail, and repair of vehicles

13 Professional, scientific, and technical

12 Information and communication

10 Education

9 Water supply, sewerage, and waste

7 Health and social work

White

Other ethnicity> ~ Bangladeshi Black

Other Asian®

Mixed ethnicity’ Pakistani

N/A

N/A

™“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
2“Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

34Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

Source: Business Impact of COVID-19 Survey, datasets from April 6 to July 12, 2020, and Annual Population Survey: April 2019—March 2020, Office for National

Statistics (UK); McKinsey analysis

42 Coronavirus and self-employment in the UK, Office for National Statistics, April 2020, ons.gov.uk.

43National Federation of Self-Employed & Small Businesses, fsb.org.uk.
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Pakistanis, Bangladeshis, and other-
ethnicity individuals have higher-than-
average rates of self-employment, while
all other ethnic groups have lower rates.

Black people stand out for their high representation
in caring personal services (15.6 percent, or

more than twice the national average) and health
professionals (8.9 percent, versus 4.8 percent for
all ethnicities). These jobs require close physical
proximity but are mostly in health and social

care, the sector with the lowest rate of furloughs.
Consequently, the health risks are greater, but the
unemployment risks are relatively low.

Like Black individuals, Chinese ones face mixed
employment prospects, but for the opposite
reasons. On average, Chinese workers are highly
concentrated in occupations that require low
proximity, putting them at lower risk of COVID-
19-related job losses. However, they also have a
high percentage of jobs (16.7 percent) in the high-
furlough accommodation and food-services sector
and are less likely than average to work in low-
furlough sectors like health care and education.

The evidence suggests that Indian workers are

the least vulnerable to COVID-19’s impact on jobs.
Indians have high representation in low-proximity
occupations, such as those associated with science
and technology. Moreover, they are more likely than
average to work in low-furlough sectors such as
information and communication (12 percent furlough
rate), while they are underrepresented in high-
furlough sectors, such as accommodation and food
services and arts, entertainment, and recreation
(70 percent for each) or construction (33 percent).

Coping with COVID-19

Ethnic minorities on the whole are more vulnerable
than white people to other forms of economic
distress. Take household savings, which are crucial
not only to cover basic needs when income falls but
also to provide long-term opportunity. According to
the Institute for Fiscal Studies, about 30 percent of
white and Indian households can cover six months of
income with savings; for Pakistanis, the figure is less
than 20 percent, and for Bangladeshis and Black
households, less than 10 percent.** Runnymede,

an independent think tank, found a similar pattern
when it came to wealth.

White British households had, on average, the most
wealth (£282,000), and Indians were next. Then,
however, the drop-off was steep: Pakistanis held
less than half this value of assets, Black households
of Caribbean descent £89,000, and Bangladeshis
and Black households of African descent less than
£30,000.4

Another relevant issue is household type. Single-
person households are more vulnerable than others
to economic shocks because, in the case of income
loss, no one else is there to pick up the slack. As

for households with dependent children, if parents
have economic or health difficulties, these can limit
the children’s opportunities. The loss of a parent’s
income, for example, may cause the family to not
send its children to university.

44 Are some ethnic groups more vulnerable? May 2020, Figure 20. The source does not report separate data for Chinese and those in the mixed-

ethnicity, other-Asian, and other-ethnicity groups.

“50mar Khan, The colour of money: How racial inequalities obstruct a fair and resilient economy, Runnymede, April 2020, runnymedetrust.org,
Figure 5. The data group Chinese with other Asians, and mixed-ethnicity and other-ethnicity groups.
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According to the 2011 census,*® Black and mixed-
ethnicity individuals were significantly more likely
to live in one-adult households, while Bangladeshis
and Pakistanis were the most likely to be raising
dependent children. The combination of these
characteristics—single adults raising dependent
children—is most common among Black and
mixed-ethnicity individuals and least common
among Chinese and Indians. Considering that

86 percent of single parents are women*” and that
the employment gap is larger for ethnic-minority
females, the implication is that ethnic-minority lone
mothers could be particularly vulnerable to COVID-
19-related economic difficulties.

Household overcrowding is another factor to
consider, for two reasons. First, living in overcrowded
conditions likely increases the chances of contagion.
And second, it can exacerbate other difficulties
associated with COVID-19, such as mental illness and
learning gaps, particularly in times of confinement

or semiconfinement. When schools are partially or
fully closed, an overcrowded household can create
stress and a less favorable environment for students.
According to government data, only 2 percent

of white people live in overcrowded households,
compared with 24 percent of Bangladeshis,

18 percent of Pakistanis, and 16 percent of Blacks

of African descent.*®

How automation and workplace
transformations could affect

ethnic minorities

Workforce transitions are an economic constant;
they are necessary for countries’ continued

development. But they are not painless. Previous
work by McKinsey shows that, in general,
automation and other trends that are transforming
workplaces around the world also tend to create
further inequalities. For example, the demand for
workers is shifting away from lower-skilled routine
and manual jobs to those requiring higher levels
of education and more sophisticated cognitive,
technological, and social and emotional skills.

What does this mean for Britain’s ethnic minorities?
Again, the picture is not uniform.

Based on research analyzing which occupations are
likely to be automated and what type of work is likely
to be in high demand in the future, some of Britain’s
most disadvantaged ethnic minorities could face big
challenges. That is because there is a substantial
overlap between occupations that have been hurt by
COVID-19 and those that were already expected to
face difficult employment prospects by 2030—and
some BAME groups are concentrated in these jobs.
Moreover, COVID-19 could accelerate automation,
especially if employing people continues to be
cumbersome or costly due to physical distancing.

We base our employment and automation
projections on pre-COVID-19 research from the
McKinsey Global Institute. Exhibit 8 combines the
findings on the degree of employment impact that
COVID-19is having with the estimated automation
potential by ethnicity.*®

“6These patterns may have changed since 2011, but household type is a slow-moving statistic, so we expect the direction of large differences

across ethnicities to be broadly consistent.

4T Families and households in the UK: 2019, Office for National Statistics, November 2019, ons.gov.uk.

48«Qvercrowded households,” Ethnicity facts and figures, September 9, 2020, service.gov.uk.

49We have calculated the COVID-19 employment-vulnerability index shown in Exhibit 8 based on the data in Exhibits 6 and 7. The index was
weighted to give 75 percent weight to sectors and 25 percent weight to occupations. More weight was given to sectors because a significant
proportion of high-proximity occupations—such as those in healthcare, social care, and policing—have not been furloughed despite their high
proximity. Automation potential refers to the percent of hours worked in each occupation that could be automated by adapting currently
demonstrated technology. It is based on a McKinsey Global Institute analysis of 2,000 tasks across 800 US occupations; these have then

been translated into UK occupations.
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Exhibit 8

Indians’ employment prospects appear less vulnerable to both COVID-19 effects
and automation as compared with other ethnicities’ employment prospects.

Relative vulnerability of ethnic groups’ jobs to COVID-19 and automation

Higher 43
Bangladeshi ®
41
Pakistani
39
Automation
ial,’ %
potential,"% Other ethnicity®
o
37
White ®
o
) ® Black Other Asian*
35 Indian
o
Mixed ethnicity?
[
Lower a3 ° Chinese
0 20 40 60 80 100
Less COVID-19 employment More

vulnerability, index®

'Percent of hours worked that could be automated by adapting currently demonstrated technology; based on analysis of 2,000 tasks across 800 US occupations,
translation into UK occupations, and the distribution of ethnic groups across UK occupations.

2“Mixed ethnicity” refers to individuals who report having two or more ethnic backgrounds; the largest subgroup is Black/white, accounting for about half the total group.
3“Other ethnicity” refers to individuals not included in any of the other groups; around 40 percent are of Middle Eastern descent.

““Other Asian” refers to individuals of Asian descent who are not Bangladeshi, Chinese, Indian, or Pakistani.

®Based on each ethnic group’s occupational and sectoral distribution, proximity by occupation, and furloughs by sector in the second quarter of 2020. The index was
weighted to give 75 percent weight to sectors and 25 percent weight to occupations because a significant proportion of very high-proximity occupations are in sectors
with a large number of key workers, such as health, social care, and policing. Most employees in these sectors have continued to work despite high proximity.

Source: Office for National Statistics (UK); US Bureau of Labor Statistics; McKinsey Global Institute; McKinsey analysis

Bangladeshis and other-ethnicity individuals
appear not only to be among the groups hurting
most from COVID-19 but also to be overrepresented
in occupations that are likelier to face reduced
employment in the period to 2030, such as

in textiles, printing, and other skilled trades.
Bangladeshis and Pakistanis are also more likely
than average to work in sales and customer-service
occupations, which are relatively vulnerable to
automation. On the other hand, these three ethnic
groups are underrepresented in science, research,
engineering and technology related-occupations,

as well as in business, media, and public-service
professions, where automation potential is
much lower.

For Black workers, the picture is mixed. On the

one hand, a relatively large proportion of Black
individuals work in health and social care and other
caring service occupations, such as nursery nurses
and home carers. Due to the nonroutine nature

of these roles and the importance of social and
emotional skills, they are less likely to be automated
than other jobs. Workers in these occupations
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are also among the most likely to participate in
job-related training, so their skills are less likely
to become obsolete. On the other hand, Black
workers hold highly automatable jobs more often
than average, such as roles in skilled trades and
administrative services.

At the other end of the spectrum, Indians

appear to have an easier path ahead given their
above-average likelihood of working in health,
research, and science, technology, engineering,
and mathematics (STEM) fields—occupations
characterized by limited automation potential and
substantial future demand growth. Based on their
current occupational mix, Chinese workers also are
well placed for future employment growth, with their
strong position in STEM occupations and above-
average likelihood of holding business, media, and
public-service professional jobs.

Itis important to note that these observations
refer to averages for entire ethnic groups. There
are large differences between the most and least
at-risk individuals within each group. For example,
approximately 20 percent of Chinese employees
are in occupations, such as administrative roles or
skilled trades, where 40 to 60 percent of the hours
worked today could be automated by adapting
currently demonstrated technology.

Overall, the outlook is troubling. The most
disadvantaged ethnic minorities—Bangladeshis,
other-ethnicity individuals, and Pakistanis—

are the most likely to suffer negative labor-
market consequences from both COVID-19

and future automation.

How to accelerate progress

toward equality

No single set of remedies can foster racial and
ethnic equality; the groups and the individuals
within them are too distinct. Moreover, McKinsey
research on gender and ethnic inequality (with

regard to African-, Asian-, and Hispanic-Americans)
has demonstrated the intricate and indelible

links between family endowment, education,
employment, access to finance, representation,

and social attitudes that influence both equality of
opportunity and equality of outcomes. This work
emphasizes that progress will require addressing
deep-seated systemic issues.

The task is daunting but doable. Our recent research
on racial justice, while focused on the United States,
sets out a wide range of suggestions that also have
broad relevance for the United Kingdom. Among
them: ensuring that data collection and algorithms
include appropriate relative representation of
minority groups, broadening access to digital
technologies, ensuring employment through
targeted job-matching programs, and providing
access to liquidity for small businesses and the self-
employed. The latter could be particularly useful

to ethnic minorities. According to the National
Federation of Self-Employed & Small Businesses,
the number of ethnic minorities who were self-
employed rose 46 percent from 2011to 2018, twice
as fast as for the population as a whole. Black
self-employment almost doubled. Moreover, ethnic-
minority-owned small businesses were more likely
to export and to engage in production innovation.®

Because the agenda is so expansive, we identify
asmaller number of priorities that can provide a
focal point for action for the United Kingdom. These
are far from a full prescription but may constitute a
necessary start.

Valuing diversity and inclusion in the workplace
The disruption caused by COVID-19 has put
enormous financial pressure on many organizations,
testing their commitment to diversity and inclusion
(D&l). For example, early in the pandemic, 27 percent
of executives surveyed said they were pausing all

or most D&l initiatives.5" Others, however, have
continued them, apparently concluding that these
efforts are too important to put on the back burner.

%0 Unlocking opportunity: The value of ethnic minority firms to UK economic activity and enterprise, National Federation of Self-Employed &

Small Businesses, July 2020, fsb.org.uk.

5" Carol Morrison, “Don’t let the shift to remote work sabotage your inclusion initiatives,” i4cp, March 31,2020, i4cp.com.
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About a third of businesses surveyed have
improved executive diversity over the past
five years. Most, however, have stalled or

gone backward.

According to McKinsey’s latest research on the
topic, published in May 2020, this divergence was
already taking place prior to the pandemic. The
report found that a third of the businesses tracked
over the past five years have improved both gender
and ethnic diversity on their executive teams. Most,
however, had stalled or gone backward.

Yet the evidence linking diversity on executive teams
to superior performance has never been stronger.
For example, a study in the Harvard Business
Review found that companies with broadly diverse
leadership teams were 45 percent more likely to
report growth in market share and 70 percent more
likely to capture a new market. McKinsey research
has demonstrated a compelling correlation between
companies that made gains in D&l over the past five
years and these companies’ financial performance.
(The links between diversity and success are

less proven in the public and social sectors,

where benchmarking performance is particularly
challenging, but there is no reason to believe that
diversity matters less.)

There is also evidence that organizations that
prioritize D&l are more resilient and agile. One study
that looked at more than 7,500 businesses in the
United Kingdom, for example, found that those

with culturally diverse teams were more likely to
develop new products. Moreover, there is evidence
that diverse teams are not only more innovative

but also more adept at solving problems, because
having variety of different people brings multiple
perspectives to bear.

The United Kingdom has made progress, but more
could be done. Ethnic minorities accounted for
11 percent of executive team members in the United

Kingdom in 2017, significantly more than in 2014 but
still short of their share of the population (14 percent).
Board representation is just 7 percent. At the same
time, McKinsey research has found that companies
in the top quartile for ethnic and cultural diversity on
executive teams were 36 percent more likely to have
industry-leading profitability. And the reverse was
also true: bottom-quartile companies lagged behind
on profitability.

In short, fair practices and policies toward ethnic
minorities are good for business. From a societal
perspective, it is crucial that organizations act on
this knowledge: some of the largest disparities
between the white and ethnic-minority populations
in the United Kingdom are related to work. It's
striking—and counterproductive, given the
evidence—that such alarge proportion of UK
companies in 2017 had no ethnic minorities on their
executive teams (56 percent) or boards of directors
(59 percent).

Employers can help to close labor-market-
participation gaps by ensuring fair hiring practices
and considering new ways to find underrepresented
talent. For some jobs it may be possible to broaden
the hiring pool by considering skills rather than
more easily tested criteria, such as academic
qualifications. Doing so could also help to address
the school-to-work transition. To reduce the
unconditional pay gap, employers can ensure
effective training for all. And to minimize the
conditional pay gap, they can identify and eradicate
unjustified differences in employees’ earnings.

Practical actions to improve ethnic representation
include publishing data on hiring, firing, promotions,
and pay and extending job searches to less well-
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represented groups. The use of advanced analytics
can help to appropriately reflect differences in the
underlying population and to calculate conditional
statistics, such as those pertaining to pay gaps.
Training current workers in new skills, particularly
in occupations and sectors with large numbers of
ethnic minorities, is likely to be both more inclusive
and better value for money than firing and then
hiring from outside.

All this effort may go to waste, however, unless
businesses also consider the more subtle barriers
to D&l. Research is increasingly emphasizing the
importance of debiasing internal processes, pairing
minority employees with mentors and sponsors,
addressing microaggressions, and supporting
community-based support networks.

Putting inequality at the heart of the
recovery agenda
Narrowing racial and ethnic inequalities takes time,
persistence, and coordination. The onset of COVID-
19—with its disproportionate impact on some ethnic
groups—is areminder of the importance of this
agenda. In addition to enabling local governments
and communities to deliver targeted interventions,
the central government and the devolved
administrations of Scotland, Wales, and Northern
Ireland need to recommit to addressing both general
and ethnicinequalities. This means that policies to
“build back better” after COVID-19 need to mitigate
explicitly against the possibility of increasing
disparities among different ethnic groups.

The equity case for this is clear: in a survey of
2,200 people from the United Kingdom in 2018,
more than 70 percent identified strongly with the
statement that it is “important that people are
treated equally and have equal opportunities.” Two-
thirds (67 percent) agreed or strongly agreed that
“the government should take measures to reduce
differencesinincome levels.”®2 Moreover, history
shows that the underrepresented suffer more
during recessions. Therefore, it makes sense to
direct more attention to those who most need it.

There is also an economic case. The same
interventions—in education and the labor market—
that help these groups move up the socioeconomic
ladder could also increase national employment,
productivity growth, aggregate demand, and overall
prosperity. The potential benefits are substantial. To
illustrate this, McKinsey undertook research on the
status of women in the UK workforce and found that
if all regions did as well as the best, national GDP
could be boosted by 5 percent (£150 billion) in 2025.
Reducing ethnic inequality could provide a similar
growth dividend, albeit a smaller one.

Building back better requires sustained growth;

itis not a stretch, then, to suggest that ethnic
inequality be considered a factor in the making

and implementation of post-COVID-19 economic
policies. Moreover, the national government and
devolved administrations are themselves, or directly
fund, some of the largest employers in the United
Kingdom, such as NHS England, NHS Scotland,
and the British Army. The central government
therefore has a critical role to play in ensuring that
ethnic minorities are fully represented in economic-
recovery efforts.

One possible approach is to identify and address
specific pain points, such as the choice of careers,
transition from education to work, adult training
participation, and the conditional pay gap. The
evidence is that some groups are structurally more
fragile, whether at a given moment in their life
journey, or as a result of COVID-19, or in regard to
global economic shifts. Building back better means
enabling them to fulfill their potential. It is important
to note that this principle applies to the population
as a whole, not exclusively to ethnic minorities: the
lagging academic performance of FSM-eligible
white pupils, for example, is troubling.

With rising unemployment and more than 10 percent
of the workforce still furloughed as of September
2020, supporting displaced workers—regardless

of ethnicity—in upskilling, retraining, and finding
stable future employment (for example, through

52European Social Survey Round 9 Data (2018). Percentages calculated by McKinsey using post-stratification weights for the United Kingdom.
For the first question, respondents were asked to answer on a scale from 1, indicating “very much like me,” to 6, indicating “not like me at all.”
The percentage quoted above includes respondents who chose either 1or 2 on that scale.
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targeted job-search assistance) is an obvious
priority. Given ethnic minorities’ lower adult skills
and high representation in many fields vulnerable

to automation, a focus on reskilling is particularly
important. One area to look at is how to help people
transition into "gateway” jobs—roles, such as
computer help-desk staff, that have proved to be
effective starting places from which people can
advance into higher-paid positions, such as systems
administrators.

At the same time, of course, the government needs
to ensure that its broader policies are fair and
equitable for everyone. This may mean compiling
data on how different ethnic groups are benefiting
from initiatives such as the Job Support Scheme,
the Self-Employment Income Support Scheme, the
Coronavirus Business Interruption Loan Scheme,
and the Coronavirus Bounce Back Loan Scheme.
The UK government could also improve its reporting
of the impact that major policy decisions have

on different ethnic groups, as it already does for
different household-income deciles.?®

Activating players at the local level

Communities and local governments are at the heart
of reducing ethnic inequality. The challenges facing
ethnic minorities differ for every group, in every
location up and down the country. And while the
economic trends affecting their livelihoods have a
global dimension, experience from other initiatives,
such as poverty reduction or child welfare, suggests

that community-based integrated interventions

are often the most effective. So, for example,
initiatives that ensure that minority children do not
fall behind in school due to COVID-19 disruption, or
programs that equip more women with the skills and
confidence to join the labor market, are often best
operationalized at alocal level.

Research in other contexts also suggests that the
lack of trusted information channels and support
networks can result in disadvantaged groups
being the least likely to benefit from available
help. Mobilizing social enterprises, charities,

and religious and community groups can help

to create effective solutions. This may involve,

for example, considering fully the benefits of
providing information in multiple languages and
identifying upskilling opportunities for individuals
whose jobs are at risk. Local governments can
make a difference by convening, supporting,

and commissioning such groups, tracking their
progress, and amplifying best practices. Local
authorities will also need to address the specific
pressures of COVID-19 on ethnic minorities. This
means reducing racial inequality in healthcare,
housing, and access to digital infrastructure.

Colleges and universities also play an important
role. Even before COVID-19, ethnic minorities were
experiencing a less straightforward transition

from education to work. To do better, further- and
higher-education institutions need to redouble their

Given ethnic minorities’ high representation
in many fields vulnerable to automation, a
focus on reskilling is particularly important.

53“Impact of COVID-19 on working household incomes: distributional analysis as of May 2020,” HM Treasury, July 2020, gov.uk.
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efforts to promote individual success in areas such
as student retention and graduate employment.
Supporting young people early on in building their
networks with businesses could help continue to
close the labor-force-participation gap. This

may be especially important among ethnic-
minority women, given their significantly lower
labor-force-participation.

The economic and social progress of Britain’s
ethnic minorities is real. The risk is that the
disproportionate health and economic effects of

COVID-19 and the looming disruptions due to
global economic trends could set it back. We
hope that this research helps communities, social
enterprises, businesses, and government focus
on how to avoid that outcome and, instead, to
consolidate existing strengths and accelerate
improvements. Tracking progress and collecting
data are the essential foundation.

This analysis is only the start. We hope that our
work—and research to come—can help to illuminate
the issues and enable the United Kingdom to use
this moment to recommit to creating a fairer and
more prosperous society.
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