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Minorities in Tax 2010

Are we doing enough to balance ethnicity in the tax profession?
An analysis of 2002 findings vs. 2008atest CLF data)

The tax profession is under a tremendous pressure of change. One area significantly impacted is the
evolution of diversity within the profession and what these ethnic employment trends in tax reveal

when compared to the overal/l United States6 civi
ited strides in both attracting and advancing minorities within the field. Although some noticeable pro-
gress is being made, tax industry data reflects that the profession lacks the necessary catalysts to in-
crease the percentage of minority representation to a level comparable to other professions.

The bottom line is that the tax profession is still dominated by Whites. Though these baby boomers
have been the majority in tax for years, they are now heading into retirement earlier than other profes-
sions, causing a decrease in White representation in both the government and public sectors. This
growing trend of White retirement in tax will continue to open significant opportunities for the other
three major minority groups identified in this study: Asians, Blacks, and Hispanics.

The data in this report clearly identifies that even with some areas of positive change from 2002 to
2008, the tax profession at large is simply not doing enough to attract, retain, and advance minorities
into long-term career positions, especially positions in senior management.

How did we come to these conclusions?
We used raw data from:
f United States Bureau of Labor
f ABig 40 Public Accounting Firms
f The Internal Revenue Service
Specifically, we looked at:
1 Degreed people in the Civilian Labor Force (CLF), by ethnicity (Chart 1)
1 IRS Revenue Agents & Counsels, by ethnicity (Chart 2)
ABig 40 Employees at all |l evel s and Senio

There is no raw data for corporate in-house tax departments. However, it is reasonable
to assume that this group mirrors public accounting since the majority of in-house staff
are trained at public accounting firms. Additional data from TaxSearch, Inc., the largest
recruitment firm in the U.S. dedicated exclusively to the tax profession, supports the
similarity between the public accounting firms and corporations.
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Civilian Labor Force

According to 2008 statistics, the percent-
age of the White population in the Degreed
Civilian Labor Force (CLF) has remained
constant since 2002 at 78%. Surprisingly,
between 2002 and 2008 we see a de-
crease of 20% in the Black population,
while Asians and Hispanics have seen an
increase of 14% and 20% respectively.
New graduates coming out of schools with
accounting degrees appear to be more di-
verse. According to data compiled by the
AICPA in their The Ethnic/Racial Data for
New Graduates , the proportion of White to
Non-White accounting graduates has
shifted from 75%: 25% in 2002 to 68%:32%
in 2008.

**includes bachelors, masters, doctoral, professional

Chart X, Civilian Labor Force, Degreed: Ethnicity (%)

Government (Public Sector)

Within the Government (Public Sector), mi-
nority candidates overall are well repre-
sented. The representation of Hispanic and
Asian candidates is in line with the CLF sta-
tistics ,although there is a decrease of 14%
in the Asian representation at the Internal
Revue Service (IRS). Black candidates are
more attracted to the IRS (20% representa-
tion in 20088 nearly a 10% increase annu-
ally over 6 years) than to the Private Sector
(4% representation in 20080 a 4% increase
annually over 6 years) and have a better
representation in the IRS than in the overall
CLF. Asians tend to favor the Private Sec-
tor (18% representation in 2008) as op-
posed to the Public Sector (6% representa-
tion in 2008). Hispanic representation
seems to generally stay consistent across
all sectors.

Chart Z;, IRS Revenue Agent & Counsel: Ethnicity (%)

Overall, diversity initiatives are having a positive impact on the candidate pool, although our sampling
of data shows a lag in diversity of Corporate In-House Tax Departments as compared to Public Ac-
counting and the IRS. The IRS continues to have the most diverse workforce of all sectors.



http://ceae.aicpa.org/nr/rdonlyres/c1e23302-17d34ed5-ae81-b274d9cd7815/0/AICPA_Trends_Reports_2008.pdf
http://ceae.aicpa.org/nr/rdonlyres/c1e23302-17d34ed5-ae81-b274d9cd7815/0/AICPA_Trends_Reports_2008.pdf
http://www.aicpa.org/download/career/edu/supply_Demand_Report.pdf

Public Accounting

It is apparent that at all career levels of Public Accounting (Chart 3) that Blacks are under-
represented, but especially at the senior level (Chart 4), where the percentage of Black professionals
drops to only 2% (although there is a 100% increase from 20027 2008). Asians are well-represented at
all staff levels although there is a slight drop off at the senior level (18% representation at all staff lev-
els as opposed to 12% at Manager and above). Again, Hispanics seem to have made little-to-no pro-
gress in the Private Sector, showing a 15% increase over 6 years at all staff levels. That is only 2.5%
increase annually. That number drops to an 11% increase at Manager and above levels, showing a
1.9% increase annually.

The good news for Public Accounting is that there continues to be progress in recruiting a more di-
verse candidate pool at junior levels (see Chart 3 as compared to Chart 4) although, they continue to
face the challenge of retaining those diverse candidates at the more senior levels.

The sampling from the TaxSearch database shows Minority candidates are still under-represented in
Corporate In-House Tax Departments (6% as opposed to 12% in Public Accounting).

Chartxt dzof AO ! OO02dzy G Ayl o@Ghandat dz&foAO ! OO02dzyiAy3 oOa.
at all levels: Ethnicity (%) Managers, Directors, Principles, and Partners: Ethnicity (%

*Data on Public Accounting (Big 4) firms was compiled from Ernst & Young, PricewaterhouseCoopers, and Deloitte & Touche. It is reason-
able to assume that KPMG mirrors the other firms.

Key Data Findings & Trends

Public Accounting

1. Asians have made the most significant jump in representation (up over 30%) over the six years.
Asians now make up nearly 20% of the workforce in public accounting.
Blacks made a 25% increase while Hispanics only increased 20% in the same period.
Even though Blacks have made an increase, they still only represent 4% in public accounting.
Blacks are not moving into senior management at the same rate as Asians and Hispanics.




Government Sector

The population of Whites is significantly decreasing in the government sector due to retirement.

The percentage of Blacks in government sector tax has increased dramatically (12% to 20%) as
Blacks are utilizing the government as their primary entrance path into tax.

Hispanics in the government sector increased slightly (6% to 8%).

Asian representation has decreased in the government tax sector (7% to 6%).

Overall Tax Industry Trends
1. Whites in tax are exiting the profession at a faster rate than other professions.
Asians have taken significant advantage of the opportunities in public accounting.
Blacks are not integrating effectively into public accounting or reaching management positions.
Hispanics in tax generally mirror their civilian work force employment percentage.
A large gap will continue to grow in tax as more Whites continue to retire early.

What Can Be Done To Strengthen Diversity In Tax?

If left unchanged, the tax profession will continue to struggle to achieve an ethnic balance. Although
some progress has been made in certain sectors and with certain ethnicities, the overall problem of
diversity continues to be prevalent throughout the tax industry. There are key initiatives which can in-
fluence diversity in tax and even improve the overall situationd from improving the influx of diverse tax
employees to more effective career advancement of minorities in the field.

In public accounting, there needs to be a much broader approach to scholastic recruiting. The large
public accounting firms need to widen their recruiting to include a larger pool of schools with account-
ing programs, and even encourage second-tier schools to enhance their tax and accounting pro-
grams. Blacks and Hispanics are less likely to attend schools that these firms traditionally pull from
and thus these firms must reach beyond their traditional recruiting practices. Furthermore, these firms
need to create advanced education partnerships with recent graduates to help them reach their aca-
demic potential and integrate faster into more senior level positions. Public accounting must more ef-
fectively mentor other minorities. Mentoring programs like those at TaxDiversity are instrumental in
effectively connecting senior professionals with new talent coming into the profession.

For corporate tax departments, more aggressive internship programs can begin to close the gap. Cor-
porations must make an effort to attract young and diverse tax candidates into the workforce and help
escalate those employees through effective training, education, and mentoring programs. Corpora-
tions can no longer simply recruit from the public accounting firms and achieve diversity. This practice
has, and will continue to, negatively impact the healthy stabilization of diversity within the tax field due
to the difficulty the public accounting firms are having in this area.

The challenges of diversity in the tax profession are not easily met without an industry-wide recogni-
tion that business as usual will simply not work any longer. The tax profession must do a better job of
recruiting, training, and elevating diverse professionals in the field. Though there have been some
strides made in the last six years, as reflected in this study, the bottom line is more efforts must be
made on all fronts as the profession continues to face growing employment and workload demands on
all levels and areas in tax. For more information, please visit www.TaxDiversity.com.
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