Diversity and Inclusion (DNI) in the Investment
Due Diligence (DD) Process
An increasing number of investors are taking DNI into consideration during the DD process.
However, it is still in a very early stage and not always easy to know where to start. That is
why LGT Capital Partners, in collaboration with Kvinnokapital and Impactus Partners, arranged
a virtual discussion around the topic to share some best practices. After an introduction to the
topic by Elena Espinoza, Acting Head of Social Issues, PRI, there was a very interesting panel
discussion with five investors, who have been taking a leading role around the topic.
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Why is DNI relevant?
Given that 193 states have ratified the Sustainable Development Goals (SDGs), a blueprint to achieve a better and more
sustainable future for all, which shall be achieved until 2030 and” Gender Equality” is a Sustainable Development Goal (number
5), everyone needs to join forces. Moreover, we should aim for DNI as it’s a big opportunity given that talent comes in all shapes
and forms and therefore, it is relevant for all businesses. In addition, research clearly shows a link between diverse teams and
better decision-making.

“It is known that diverse teams foster creativity. Therefore, it would be irresponsible
not to think about it”
Christer Kjos, CEO, Canica

What is PRI currently doing? How do they support DNI with initiatives?
As part of their work on the S of ESG, the PRI is now developing its own strategy around Diversity, Equity and
Inclusion and will be setting up a program for signatories as part of their next 3-year strategy. PRI’s diversity program
will focus on three definitions:
 Diversity, which refers to the characteristics or identities that makes an individual and presence of difference within a given setting
 Inclusion, which refers to the level of empowerment and participation of individuals with different identities within a given
setting – as one should take into account that even if you have a diverse workforce, it might not be experienced as divers
workplace or of equal opportunities by everyone
 Equity, which refers to ensuring access to resources and opportunities to individuals independent of their individual characteristics.
In addition, it recognizes that advantages and barriers exist and therefore, not everyone has the same starting point
PRI’s aim is to help build a business case for investor action on key characteristics beyond gender in order to:
 Help broaden investors’ understanding of diversity
 Work with investors on their own diversity through improving the sector’s own workplace diversity practices (including selection,
appointment and monitoring of managers)
 Look at the effectiveness of DE&I policies and implementation beyond board level
Given that you already incorporate DNI in the DD process, could you share some key takeaways with us?
Although it seems to be a complex topic and guidance or standards are difficult to be identified, it is all about getting
started – potential hurdles shall not hinder us.
 Start with asking questions around DNI, put it high on the agenda
 Make it part of the investment committee material to approve an investment
 Look at data such as the ratio men/women for CEO, Chairperson, Board, management. Put emphasis on women in management
positions, as this is where decisions are taken
 Understand the context of the business, adapt to local or sector specifics, as topics vary depending on where companies are
based. For example, in some emerging market countries, start with making sure women’s rights are respected rather than asking
for management participation from the beginning.
 Challenge the status quo, ask uncomfortable questions

“The tone from the top is very important. If the commitment is there, change is going
to happen”
Ellinor Schrewelius, Investment Director, AP6

What can be done to further the cause?
In order to achieve more, you need to go beyond the existing standard:
Question the status quo
Recruiting – rethink the process, as an example, if CFA is a requirement, you automatically reduce the female pool as around 80% of
CFA holders are male. Think of ways to broaden the talent pool.
Partnership structure – look at how you promote, does it favor certain groups? For venture firms, many times you have to be a
start-up founder to make partner, we know there are many more male founders, so maybe early joiner is a better criteria.
Leadership – keep and maintain diverse talent, give everyone a fair chance, challenge biases, don’t put people into boxes
 Go beyond asking questions about achievements, ask about future improvement plans
 If goals are in place, follow up to see if they are reached
 Find out if DNI is a a key topic for management
 Put in the work that is necessary
 Important to include men in the discussion
 Offer “complaint” channel for employees of portfolio companies so that they can raise concerns
 Work with companies to make change happen
 Try to define KPIs to measure DNI criteria
 Work on the topic of DNI both within the company and on the investment side
 Women/minorities also need to dare to take on new challenges. It can be hard to find women/minorities who are up for the task
(e.g. board position)
 Social EU Taxonomy will hopefully take diversity into consideration. However, it is hard to measure inclusion and put it into a
taxonomy
 One reason women/minorities owned funds have less access to capital is because they are usually smaller. Ask yourself if there
might be different buckets (e.g. VC) where these investments would fit in without diverting from the investment profile
 Raise issues when they appear in existing investments, important not to be afraid of questioning management etc.
The COVID-19 pandemic has brought the social aspect of ESG higher on the agenda. Many companies have now increased their
focus on the topic, which can offer a great opportunity to further the cause of DNI even more.
What does a good incorporation of DNI look like?
The benchmark of good shall not be based on the status quo, it should pertain to a vision, however remain realistic:
 Less about absolute numbers and more about ambition/goals
 Major differences between asset classes need to take that into consideration, but still challenge structures that are not diverse
 Focus can be on different topics, not one standard for everyone. Identify what is important for you as an organization
 A link between pay of management and equality goals shows that companies take it seriously
From all the discussions, we see that the topic is gaining in importance. Yet, there is still no unified standard although we do
see good initiatives. Ultimately, the goal is to broaden the recognition of DNI as one element of the DD process and create a
standardization of criteria.
If you require any further information or have any questions, please do not hesitate to contact us at hanna.edstroem@lgt.com

“Measurement is important, but it should be means to an end and not the end in itself”
Elena Herrero, Fund Manager, Indecap

