
LPs must invest in gender and ethnically diverse VC 
teams in order to achieve greater returns

Cognitive diversity, driven by diverse VC teams, 
leads to higher returns and equity in startups. 



Methodology
Kauffman Fellows Research Center (KFRC) 
analyzed: 

•90,000+ US venture-backed startups going back to 
2001 

•400,000+ startup people working at these startups 
as founders, C-level executives, employees, and 
board members 

•Broke these startup people out by gender and 
ethnicity



This is what we learned:
1. Women, Latinx, and Black executives are way 

under-represented in startups  
2. Diverse VC partners invest in more diverse 

founders 
3. Diverse founding teams hire a more diverse team 

at all levels (C-level, Employee, Board) 
4. All-male and/or All-white homogenous founding 

teams raise capital far more often 
5. However, when gender or ethnically diverse teams 

do raise capital, they raise more  
6. Diverse founding teams have higher returns based 

on Realized Multiple at exit



To match the working-age US 
population, startups would need to hire:  
•3.4x more women,  
•6.7x more Latinx, and  
•5.6x more Black startup executives

Underrepresented



Female vs. Male Investing Patterns  



Female partners are more likely to 
invest in companies with female founders. 

Especially in consumer and software.



Venture Capital Partner influence on gender 
diversity at the management level.



No matter how you split it, 
female venture capital partners drive 
greater gender diversity at startups

2.5x
Startups with at least 1 female founder 

hire 2.5x more women

6x
a company with a female founder and a 

female executive will hire 6x more women



Yet all-male founding startups have it 
easier getting a “yes” from VCs 



But when female founders raise capital they successfully raise more  
once they make it past the seed round



Ethnically diverse teams also have a much harder 
time raising capital than their white peers



And when ethnically diverse founders raise capital  
they also successfully raise more



“One of the most frustrating 
lessons of fundraising was spending 

too much time entertaining the wrong 
investors. We spent an incredible amount 
of time in diligence with some, who when 
asking about exit strategy and corporate 

development specifically asked if our 
female-led team could handle it. One 
group even asked if we had any men 
on the team. There we were with a 
life-changing company, a functional 
business model, and experienced 
team and we’re being asked if we 

had male supervision.”

Kauffman Fellow Tammi Jantzen 
went on to raise an 

oversubscribed $5M Series A 



Returns: When startups with ethnically diverse founders are acquired or go 
public they achieve a 30% higher realized multiple respectively*

Not Diverse Founders

*Acquisitions and IPOs. Did not assess bankruptcies which are all 0X anyway.



Recap:
1. Diverse VC partners invest in more 

diverse founders 
2. Diverse founders hire more diverse team 
3. Those teams have the winning combo of 

cognitive diversity and trust so come to 
better solutions 

4. When VCs actually invest in diverse 
teams, those teams raise more capital 

5. AND have better returns. 



So, we believe inclusive & diverse 
startups are highly mispriced and underinvested 

by VCs and their LPs.



LPs: Start giving gender and ethnically diverse VCs more 
attention today! They will be creating the returns of the 

future!



Ethnic Diversity across Kauffman Fellows



Gender Diversity across Kauffman Fellows



Q&A then Discussion:  
• What are the experiences you want the room to hear? 
• What can we do to increase representation in LPs / 

VCs / startups? 
• How do we, as a network, leverage our collective 

voice and resources to make change? 
• Ideas for topics to study next?


