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PREAMBLE TO THE PRINCIPLES
As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. In this fiduciary role, we 
believe that environmental, social, and governance (ESG) issues can affect the performance of investment portfolios (to 
varying degrees across companies, sectors, regions, asset classes and through time). We also recognise that applying these 
Principles may better align investors with broader objectives of society. Therefore, where consistent with our fiduciary 
responsibilities, we commit to the following:

THE SIX PRINCIPLES

We will incorporate ESG issues 
into investment analysis and 
decision-making processes.1
We will be active owners and 
incorporate ESG issues into our 
ownership policies and practices.2
We will seek appropriate 
disclosure on ESG issues by 
the entities in which we invest.3
We will promote acceptance and 
implementation of the Principles 
within the investment industry.4
We will work together to 
enhance our effectiveness in 
implementing the Principles.5
We will each report on our 
activities and progress towards 
implementing the Principles.6

The information contained in this report is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied upon 
in making an investment or other decision. This report is provided with the understanding that the authors and publishers are not providing advice on legal, economic, investment or other 
professional issues and services. PRI Association is not responsible for the content of websites and information resources that may be referenced in the report. The access provided to 
these sites or the provision of such information resources does not constitute an endorsement by PRI Association of the information contained therein. Except where expressly stated 
otherwise, the opinions, recommendations, findings, interpretations and conclusions expressed in this report are those of PRI Association, and do not necessarily represent the views of 
the contributors to the report or any signatories to the Principles for Responsible Investment (individually or as a whole). It should not be inferred that any other organisation referenced 
on the front cover of, or within, the report, endorses or agrees with the conclusions set out in the report. The inclusion of company examples, or case studies written by external 
contributors (including PRI signatories), does not in any way constitute an endorsement of these organisations by PRI Association or the signatories to the Principles for Responsible 
Investment. The accuracy of any content provided by an external contributor remains the responsibility of such external contributor. While we have endeavoured to ensure that the 
information contained in this report has been obtained from reliable and up-to-date sources, the changing nature of statistics, laws, rules and regulations may result in delays, omissions 
or inaccuracies in information contained in this report. PRI Association is not responsible for any errors or omissions, for any decision made or action taken based on information 
contained in this report or for any loss or damage arising from or caused by such decision or action. All information in this report is provided “as-is” with no guarantee of completeness, 
accuracy or timeliness, or of the results obtained from the use of this information, and without warranty of any kind, expressed or implied.

PRI DISCLAIMER

PRI's MISSION
We believe that an economically efficient, sustainable global financial system is a necessity for long-term value creation. Such 
a system will reward long-term, responsible investment and benefit the environment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and 
collaboration on their implementation; by fostering good governance, integrity and accountability; and by addressing 
obstacles to a sustainable financial system that lie within market practices, structures and regulation.
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Inclusive
Corporate Cultures

Inclusive
Business Models

Inclusive 
Societies

Inclusive corporate cultures 
ensure a diverse workforce that 
re�ects the makeup of society, 
which will vary according to the 

region or country where the 
company operates

An inclusive society gives 
individuals the tools they need 
so they can thrive, independent 

of their individual 
characteristics

Inclusive business models incorporate 
DEI into the design of the products 

and services a business provides, and 
its underlying value chains, including 

suppliers, local communities and 
customers

Investment decisions Investment decisions Investment decisions

To take into account the DEI 
performance within a workforce.

To allocate capital that contributes to 
positive outcomes to disadvantaged 
groups within society.

To address DEI across the value 
chain, products and services.

To improve corporate practice and 
public disclosure related to DEI of a 
workforce. 

Stewardship of investees

To address DEI at a societal level 
and/or broader issues which 
disproportionately impact 
disadvantaged groups in society.

Dialogue with policy makers and key stakeholders

Engagement with policy makers and standard setters  to improve DEI disclosures, eliminate discriminatory barriers and tackle issues that 
disproportionately impact disadvantaged groups in society.

Engagement with a�ected stakeholders, including local communities, NGOs and employee unions to ensure the proper development of 
investor policies, practices and public policy positions related to DEI. 

DEI ACTION AREAS FOR INVESTORS

Stewardship of investeesStewardship of investees

To improve DEI practice across its 
value chain and within its products 
and services.
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Diversity, equity and inclusion (DEI) are correlated with 
business performance and have a basis in human rights. 
However, efforts in this area do not seem to result in better 
representation that contributes to equity and inclusivity in 
the workplace and in society as a whole.  

Progress on gender diversity has been a good starting point; 
however, investors need to expand their focus beyond 
gender and diversity and address issues such as inclusion, 
equity and other characteristics to reap the benefits of DEI. 

There are many drivers for investors to act, including an 
increasing number of regulatory frameworks related to DEI 
and human rights around the world. 

EXECUTIVE SUMMARY

There are also opportunities for better business 
performance related to DEI around decision-making, 
employee engagement, brand and market value and aligning 
with beneficiary preferences. These benefits can only be 
fully realised when inclusion (as well as diversity) is part of 
an organisation’s culture. 

By acting on DEI, investors can ultimately drive positive, 
sustainability outcomes for people in line with, among other 
frameworks, the Sustainable Development Goals (SDGs) 
and the Universal Declaration of Human Rights.

ACTION AREAS FOR INVESTORS ON DEI
Institutional investors can act across three areas:

Investors can use their levers of investment decisions, stewardship of investees and dialogue with key policy makers and 
stakeholders to effectively address DEI. Investors also need to address DEI internally, across different levels and teams. 

Inclusive
Corporate Cultures

Inclusive
Business Models

Inclusive 
Societies

Inclusive corporate cultures 
ensure a diverse workforce that 
re�ects the makeup of society, 
which will vary according to the 

region or country where the 
company operates

An inclusive society gives 
individuals the tools they need 
so they can thrive, independent 

of their individual 
characteristics

Inclusive business models incorporate 
DEI into the design of the products 

and services a business provides, and 
its underlying value chains, including 

suppliers, local communities and 
customers

Investment decisions Investment decisions Investment decisions

To take into account the DEI 
performance within a workforce.

To allocate capital that contributes to 
positive outcomes to disadvantaged 
groups within society.

To address DEI across the value 
chain, products and services.

To improve corporate practice and 
public disclosure related to DEI of a 
workforce. 

Stewardship of investees

To address DEI at a societal level 
and/or broader issues which 
disproportionately impact 
disadvantaged groups in society.

Dialogue with policy makers and key stakeholders

Engagement with policy makers and standard setters  to improve DEI disclosures, eliminate discriminatory barriers and tackle issues that 
disproportionately impact disadvantaged groups in society.

Engagement with a�ected stakeholders, including local communities, NGOs and employee unions to ensure the proper development of 
investor policies, practices and public policy positions related to DEI. 

DEI ACTION AREAS FOR INVESTORS

Stewardship of investeesStewardship of investees

To improve DEI practice across its 
value chain and within its products 
and services.
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Diversity, equity and inclusion (DEI) have a clear basis in 
human rights. This is reflected in the Universal Declaration 
of Human Rights as well as in the International Labor 
Organisation (ILO) standards. The PRI’s 2020 report, Why 
and how investors should act on human rights, clarifies how 
the UN Guiding Principles on Business and Human Rights set 
expectations for investors to act on human rights, including 
those related to DEI.

It is clear that DEI and financial performance are related 
(as outlined in this paper). However, efforts to address DEI 
are not widespread across industries and geographies, and 
inequalities have been further exacerbated by the Covid-19 
pandemic. 

One of the key obstacles is social bias. Efforts focused 
solely on diversity – defined as a difference of identities or 
characteristics, such as gender, race and sexual orientation, 
among others – assume a level playing field based on 
meritocracy: that as long any person works hard, they will 
be able to reap the benefits. Consideration of equity and 
inclusion, alongside diversity, is needed to ensure not just 
equal opportunity but also equal outcomes for people.

Investors have a very important role in advancing DEI efforts 
for all groups in society, including indigenous communities, 
women, people of colour, religious minorities, and others. 
To act on DEI, investors need to seek to shape inclusive 
corporate cultures, business models and societies. 

This paper outlines how and why investors can contribute to 
equity for all and provides the case for integrating DEI into 
investment and ownership decisions. It also outlines how 
investors can lead by example and address DEI within their 
own organisations.

Our work was developed through interviews with investors 
and other stakeholders, research on investor practices and 
a literature review on the current DEI landscape within 
investment activities. The paper can be used by asset 
owners, investment managers and service providers globally 
to develop their approach to DEI.

Human rights is the overarching umbrella for our work on 
social issues. Alongside this work on DEI, we are developing 
a position on the decent work agenda, which will cover four 
pillars, including equity, opportunity and treatment, as well 
as living wage and social protections which are connected to 
the right of non-discrimination. Our objective is for investors 
to consider these issues holistically rather than in isolation.

ABOUT THIS PAPER

PRI-COMMISSIONED RESEARCH: DEI AND 
VOTING PRACTICES
Mentions of DEI in signatories’ proxy voting policies have 
more than doubled from 6% in 2017 to 21% in 2020. 
Mentions of DEI within the PRI’s Reporting Framework 
have also been growing steadily between 2014 and 2019. 
However, the overall number of investors mentioning or 
working on DEI in their proxy voting polices is still low, 
which does not match the increasing public commitment 
from investors to work on these issues – notably 
following the 2020 global Black Lives Matter protests. 

COVID-19 AND INEQUALITY: A CRISIS
The COVID-19 crisis has exacerbated inequalities. 
McKinsey & Co calculated that by June 2020 women’s 
jobs were 1.8 times more vulnerable to the crisis than 
men’s jobs, and that although women made up 39% of 
the global workforce, they accounted for over half of 
overall job losses.1 

The current pandemic has also highlighted the inequity 
in health and wellbeing amongst different groups. 
In the US, African American people make up 13% of 
the total population but constitute 33% of COVID-19 
hospitalisations.2 In Brazil, indigenous people who 
contract the virus die at nearly double the rate of the 
general population. In the UK, people of colour are at 
10-15% higher risk of death due to COVID-19 compared to 
their white counterparts.

https://www.unpri.org/download?ac=11953
https://www.unpri.org/download?ac=11953
https://www.unpri.org/listed-equity/listed-equity-snapshot-2017-2020/6541.article
https://www.nationalgeographic.co.uk/science-and-technology/2020/06/disaster-looms-for-indigenous-amazon-tribes-as-covid-19-cases
https://www.nationalgeographic.co.uk/science-and-technology/2020/06/disaster-looms-for-indigenous-amazon-tribes-as-covid-19-cases
https://www.ft.com/content/638b4d33-fd2d-4d39-8359-0155dff5550e
https://www.ft.com/content/638b4d33-fd2d-4d39-8359-0155dff5550e
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The terms diversity, equity and inclusion are often used 
interchangeably. It’s important to note that each term has a 
unique and significant meaning. 

DIVERSITY
Diversity can be defined as the presence of difference 
within a given context, such as an organisation. The term 
can refer to a diversity of identities, or characteristics, such 
as gender, race and sexual orientation. Diversity refers to a 
group, rather than an individual. However, a person can bring 
additional diversity to a company or group.

INCLUSION
Inclusion can be described as the actions taken to 
understand, embrace and leverage the unique strengths 
and facets of identity for all individuals so that they 
feel welcomed, valued and supported. It goes beyond 
representation. It is the level of empowerment and 
participation individuals have within a given setting. Inclusion 
is not a natural consequence of diversity. American activist 
and DEI thought leader Verna Myers stated that “[d]iversity 
is being asked to the party. Inclusion is being asked to 
dance”.

EQUITY
Equity means people have fair access, opportunity, 
resources and power to thrive. The goal is to move 
beyond historical and systemic barriers to achieve greater 
fairness of treatment and outcomes. Equity is often 
confused with equality. Equality means that all people are 
treated identically, without consideration for barriers and 
disadvantages that exist for particular groups. Studies 
referenced often use the terms ‘equity’ and ‘equality’ 
interchangeably.

The focus of DEI efforts will vary depending on the type 
of organisation and corporate culture. For example, some 
organisations may focus more on diversity of thought or 
cognitive diversity, whereas other organisations may focus 
more on individual characteristics, such as gender, race, 
disability, age, sexual orientation, gender identity, religion 
or belief, care-giving responsibilities, socio-economic 
background and linguistic groups. The specific solutions or 
interventions will depend on the area of focus.

DRIVING DEI BEYOND DIVERSITY 
AND GENDER
Until recently, investors have focused largely on gender and 
diversity, such as the percentage of female representation 
on company boards, rather than on broader issues of 
inclusion and equity and on characteristics beyond gender. 

WHAT IS DIVERSITY, EQUITY AND 
INCLUSION?

FROM DIVERSITY TO INCLUSION AND EQUITY 
For investors, diversity could be considered one of the 
clearest ways to measure and evidence progress. This has 
been a good starting point for DEI; however, investors need 
to look beyond diversity and address equity and inclusion 
as well. Inclusion is key to ensure different groups in society 
can access positions with decision-making power. This work 
also needs to be coupled with efforts aimed at equity, by 
ensuring everyone in society enjoys fairness of treatment 
and outcomes.

Inclusion drives diversity at all levels of the workforce. An 
inclusive company will likely find it easier to hire and retain 
employees, especially employees from underrepresented 
groups.3 Focusing solely on quotas at board level may 
have a detrimental effect in generating a larger pipeline of 
potential female executives.4 When talking about gender 
diversity, a recent report from MSCI shows there has been a 
steady improvement in the percentage of women on boards 
(currently at 20.6% for the MSCI ACWI).5 However, looking 
more closely at women in positions of influence, which is 
more linked to inclusion and equity, the report shows that 
only 4.8% of the MSCI ACWI constituents have a female 
CEO.  

FROM GENDER TO ALL GROUPS IN SOCIETY 
Gender diversity does not necessarily lead to other types of 
diversity. Even though we have seen an increase of women 
in senior positions – for example a study from McKinsey & 
Co shows that women make up 21% of C-suite positions in 
the US in 2020, an increase of 3.7% from 2015 – the number 
of women of colour remains low, representing only 3% of 
those positions.6  

These facts highlight the importance of intersectionality, 
where the effects of multiple forms of discrimination 
(such as racism, sexism, and classism) combine, overlap 
or intersect, especially in the experiences of marginalised 
individuals or groups.7  For example, it would be beneficial 
to seek information on the turnover of Black women at 
an organisation, rather than looking at women and Black 
employees separately. This information could provide 
greater insight into how groups are treated in the workforce 
and the barriers that groups face when they have more than 
one identity which typically experiences inequity or a lack of 
inclusion.

For example, the most recent Stonewall Top 100 Employers 
benchmark shows a decrease in levels of engagement 
for LGBTIQ+ employees with disabilities and non-binary 
respondents compared to those who identify as gay and 
lesbian.8 The latest Disability Equality Index shows that 
one in four Americans have a disability but they are twice 
as likely to be unemployed compared to those without 
disabilities.9
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LEGAL AND REGULATORY 
DEVELOPMENTS
Governments around the world are increasingly introducing 
legislation to ensure that businesses and investors are 
delivering social value. Many countries already have national 
legislation that addresses DEI explicitly, for example, the 
Canadian Business Corporation Act requires federally 
distributing corporations to disclose information on the 
representation of four designated groups: aboriginal 
peoples; women; members of visible minorities; and persons 
with disabilities. 

WHY SHOULD INVESTORS TAKE 
ACTION ON DEI?

They are also required to disclose their diversity policies to 
increase representation among board directors and senior 
management or explain the absence of these policies before 
shareholders during every annual meeting. Some additional 
examples are below.

Country / 
market Regulation Commentary

Chile Chilean Labour Code 
(Law No.21,275)

Companies are obliged to adopt measures to include employees with a 
disability.

Finland Non-Discrimination Act 
1325/2014

This Act requires any authority, education provider or employer that 
regularly employs at least 30 employees to establish an equality plan. 
It also prohibits discrimination, harassment, and denial of reasonable 
accommodation.

Iceland Act on Equal Status and 
Equal Rights Irrespective 
of Gender, No. 150/2020

This Act aims to prevent discrimination on the basis of gender and to 
maintain gender equality and equal opportunities for the genders in all 
spheres of society. 

India The Rights of Persons 
with Disabilities Act, 
2016

The Act replaces the 1995 law on disability. The Act is in line with the 
principles of the United Nations Convention on the Rights of Persons 
with Disabilities and encourages establishments to have an accessible and 
discrimination-free workplace.

Portugal Social Balance Law 
7/2009

This legislation requires all companies to maintain a five-year record of 
the registration of their recruitment processes, professional training and 
promotion, and working conditions, with a breakdown by sex.

South Africa Broad-based Black 
Economic Empowerment 
Act 

This act includes a mandate for incentive schemes to support Black-owned 
and managed enterprises. It seeks to deracialise all aspects of the South 
African economy and bring marginalised communities into the mainstream. 

Spain Organic Law 3/2007 for 
the effective equality of 
women and men

This law encourages companies to promote equality between men and 
women. Article 45 states that companies with over 250 employees must 
formulate and implement an equality plan. 

United Kingdom The UK Gender Pay Gap 
Reporting Act

From 2017, mandatory gender pay gap reporting requires public disclosure 
of overall, mean and median gender pay gaps across the workforce for 
companies with 250+ employees.

US, State of 
California

California Corporations 
Code, as amended by 
Assembly Bill 979

This law requires corporations to have at least one director from an 
underrepresented community by the end of 2021. It also requires 
corporations with five to eight directors to have at least two directors from 
underrepresented communities, and those with more than eight directors 
to have at least three directors from underrepresented communities by 
the end of 2022. Non-compliance with the law will incur an initial financial 
penalty of $100,000.
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Besides national and regional legislation, financial regulators 
are also pursuing disclosure rules around DEI. For example, 
Nasdaq Stock Exchange recently submitted a proposal 
to the US Securities Exchange Commission to change 
the listing rules to include disclosures around board 
diversity. There have also been developments of voluntary 
frameworks for investors with the Chartered Financial 
Analyst (CFA) Institute developing a voluntary code to guide 
DEI in the investment industry for the US and Canada. The 
CFA plans to expand this code to other geographies.10 

RISKS AND OPPORTUNITIES 
Whilst many studies determine a correlation between DEI 
and financial performance, there are a handful of studies 
which explore the causal relationship.11 Strong DEI within 
a company can positively affect decision-making, levels of 
employee engagement, reputation amongst stakeholders, 
innovation and access to untapped markets. There are also 
significant risks in failing to improve or ignoring DEI: for 
example, studies in the US show high incidences of sexual 
harassment can impact market performance, profitability, as 
well as staff productivity and turnover.12   

Shifting demographics are important to note here. A recent 
survey shows that 47% of millennials are actively looking 
for diversity in the workplace when sizing up potential 
employers.13 In addition, in countries such as the US, 
most workers will soon be people of colour.14 It therefore 
becomes increasingly important for companies to consider 
how DEI features in their employee base and in their search 
for new talent.

DECISION-MAKING 
Diversity within companies brings different perspectives 
and can reduce groupthink, which can help to strengthen 
decision-making.15 This cognitive diversity can lead to solving 
problems faster,16 strengthened risk management,17 more 
accurate predictions18 and increased innovation. One study 
found that companies with more diverse management 
teams have 19% higher revenues due to innovation.19

DEI in investment teams 
Specifically, within investment organisations, DEI can 
strengthen decision-making. A diverse and inclusive culture 
within the investment team is also crucial to ensure it is 
working to represent and understand the end beneficiaries. 
According to Willis Towers Watson, investment teams with 
diversity, in particular ethnic diversity, tend to generate 
better excess returns.20 

There is also a growing body of research to suggest that 
diverse teams can strengthen performance on other ESG 
issues. One study finds that diversity of skills, gender and 
age could accelerate the integration of climate-related 
issues by investors and boards of directors.21 Gender 
diversity is also said to lead to better identification of key 
ESG issues as critical to corporate strategy by the board.22  
Diversity within investment organisations can also reduce 

conduct risk;23 prevent risky overinvestment decisions;24 
result in fewer instances of fraud25 and fewer financial 
reporting mistakes and controversial business practices.26 

EMPLOYEE ENGAGEMENT
Beyond the benefits of cognitive diversity, there is 
significant evidence to suggest that DEI can strengthen a 
company’s ability to recruit27 and retain28 29 employees. 

It’s important to note that these benefits are only fully 
realised when inclusion (as well as diversity) is part of the 
organisation’s culture.30 Put differently, being more diverse 
does not guarantee performance improvements, unless the 
experiences of individuals are positive.31  

EXAMPLE

FENTY BEAUTY AND INCLUSIVE BEAUTY 
PRODUCTS
Fenty Beauty was launched in 2017, with the aim of 
offering make-up for all skin tones and ensuring that 
“every woman felt included in this brand”. The brand 
celebrated inclusivity in their make-up campaigns and 
put a spotlight on the need for a diverse range of beauty 
products. 

Within 40 days of the launch of Fenty Beauty, it 
generated USD$100 million in sales. TIME also named 
Fenty one of the 25 best inventions of the year. In 
response, several brands have broadened their offerings 
to serve a more diverse customer base. Some have called 
this the “Fenty Effect”. 

A sense of inclusion can also lead to greater attendance at 
work;32 improved performance, productivity,33 creativity and 
a better assessment of consumer interest and demand.34

BRAND VALUE AND MARKET OPPORTUNITIES 
A diverse and inclusive workforce can help companies to 
understand and recognise the needs of different stakeholder 
groups.35 Most notably, DEI within an organisation can 
strengthen its reputation and increase its client or customer 
base. 

Consumers are increasingly looking for products that are 
accessible to everyone and can be used by a diverse range 
of people with different identities.36 In addition, consumers 
want to see commitments and evidence of action on DEI 
– companies that are slow to progress on DEI risk losing 
business.37

..these benefits are only fully realised 
when inclusion (as well as diversity) is 
part of the organisation’s culture.

https://www.nasdaq.com/press-release/nasdaq-to-advance-diversity-through-new-proposed-listing-requirements-2020-12-01
https://www.forbes.com/sites/jasonwingard/2019/08/02/rihannas-fenty-beauty--a-leadership-case-for-customer-inclusivity/?sh=610918f3460a
https://time.com/collection/genius-companies-2018/5412503/fenty-beauty/
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BENEFICIARY PREFERENCES 
Many beneficiaries have preferences related to their 
investments’ DEI performance. For example, pension 
provider PensionBee found that 57% of its savers expect 
companies in their pension to publish ethnicity pay gaps.38  

Asset owners should consider beneficiaries’ sustainability 
preferences as critical to building trust and maintaining 
their social licence to operate as fiduciaries. It is also an 
opportunity to increase the satisfaction and pride that 
beneficiaries feel regarding their savings and who is 
managing them.39

Therefore, asset owners are showing more interest in 
understanding the different expectations and needs that 
different beneficiary groups may have of their investments 
and how investment managers are addressing DEI, in their 
own organisations and through their investment activities.

ASSET OWNER DIVERSITY CHARTER
In 2021, the Asset Owner Diversity Charter was formed 
with a set of actions that asset owners can take to 
improve diversity across the investment industry.

The charter has two key components. The Asset Manager 
Diversity and Inclusion Questionnaire aims to standardise 
complex diversity metrics, beyond gender, and to improve 
disclosure. The questionnaire results will feed into a 
progress report to inform engagement on improving 
diversity and inclusion.

The second component is the Asset Owner Charter 
Toolkit, which helps signatories to implement the Charter 
and includes critical topics such as manager monitoring 
and selection.

DEI AS A SYSTEMIC ISSUE
Diversified investor returns rely on overall economic 
performance, meaning investors are incentivised to look 
beyond the interests of their individual investees and more 
broadly on systemic issues, support broader sustainability 
outcomes and well-functioning financial markets.40 For 
this reason, investors have an interest in the overall DEI 
performance within an economy. A just, equitable and fair 
society where everyone can participate and reach their 
full potential is the social capital that societies, companies 
and investors rely on to prosper. There is a large body 
of evidence (set out in this and the following section) to 
suggest country-level and global inequalities (including 
across gender and race) can be detrimental to the economy. 

Inequalities in wealth and education and broader 
discrimination can lead to occupational barriers where 
disadvantaged groups are less likely to pursue careers 
despite having ability, resulting in a misallocation of 
talent and inefficiencies in the economy.41 These barriers, 
specifically impacting African Americans over the last 50 
years, have cost the US economy up to 40% of aggregate 
productivity and output.42

Inequality can also cause political, economic and financial 
instability. A recent IMF study found that longer spells of 
economic growth correlate with greater equality, and in the 
long term, reduced inequality and sustained growth may be 
two sides of the same coin.43 

By enabling the full economic potential of all people, the 
size and skills of the workforce may grow, productivity may 
increase, and long-term economic growth may be boosted. 
One study finds that by 2050, the US stands to realise an 
USD$8 trillion gain in GDP by closing the US racial equity 
gap. It was also found that by raising the average earnings of 
people of colour in the US to match those of white people 
(by closing gaps in health, education, and opportunity) this 
would generate an additional USD$1 trillion in earnings, 
a 15% gain.44 Additionally, it is suggested that in Britain, 
GBP£24 billion could be added to the economy by realising 
the full potential of Black and minority ethnic individuals.45

Economic inclusion of women also strengthens the 
economy’s ability to grow. If women’s participation in the 
global economy were equal to men’s, the global annual 
GDP would be boosted by USD$28 trillion by 2025.46 This 
potential is noticeable in emerging markets, where better 
opportunities for women to earn and control income could 
contribute to broader economic development.47

https://diversityproject.com/assetownerdiversitycharter
https://diversityproject.com/resource/asset-owner-diversity-inclusion-questionnaire
https://diversityproject.com/resource/asset-owner-diversity-inclusion-questionnaire
https://diversityproject.com/resource/asset-owner-diversity-charter-toolkit
https://diversityproject.com/resource/asset-owner-diversity-charter-toolkit
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Economic inclusion is also shown to boost global innovation. 
If women, people of colour, and people from low-income 
families were to invent at the same rate as white men from 
high-income families, there would be 4.04 times as many 
inventors in the US.48 Research shows that there is a direct 
link between diversity, equality and innovation. It was found 
that innovation was six times greater in the most equal 
cultures than in the least equal ones.49

Reducing inequality and increasing economic inclusion 
of disadvantaged groups would no doubt have positive 
effects. For example, for families of disadvantaged groups, 
businesses that depend on them as customers and 
employees, and societies that rely on their health, well-being 
and tax contributions.50 

Labour, alongside capital stock and technological 
advancement, is an input for growth and the social and 
economic development of countries. Countries’ business 
environment and DEI performance will have an impact on 
labour participation rates and on composition of the labour 
force. By enabling increased labour participation of various 
groups with different skill sets in society, DEI action could 
directly boost economic growth.51  

The connection between DEI and other systemic issues, 
such as inequality, has led to increasing expectations from 
regulators, clients and beneficiaries for investors to consider 
the sustainability outcomes of their investments. By acting 
on DEI, investors help to drive changes that lead to positive 
and sustainable outcomes for people in line with, among 
other frameworks, the SDGs and the Universal Declaration 
of Human Rights. 
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To achieve progress on DEI, investors should take 
meaningful action. Change will not be bought about by 
minimal adjustments to existing policies and processes 
or making commitments and statements. It will require 
a unified, holistic approach, pulling together a variety of 
voices — individuals, community groups, policy makers, 
corporations and investors — and putting those most 
impacted at the heart of the conversation.  

DEI ACTION AREAS
Institutional investors can act across three areas: inclusive 
corporate cultures; inclusive business models; and inclusive 
societies, noting that these can overlap. For example, access 
to education (inclusive society) may impact the diversity of 
candidates for recruitment (inclusive corporate culture). 

ACTION AREAS FOR INVESTORS
ON DEI

Inclusive
Corporate Cultures

Inclusive
Business Models

Inclusive 
Societies

Inclusive corporate cultures 
ensure a diverse workforce that 
re�ects the makeup of society, 
which will vary according to the 

region or country where the 
company operates

An inclusive society gives 
individuals the tools they need 
so they can thrive, independent 

of their individual 
characteristics

Inclusive business models incorporate 
DEI into the design of the products 

and services a business provides, and 
its underlying value chains, including 

suppliers, local communities and 
customers

Investment decisions Investment decisions Investment decisions

To take into account the DEI 
performance within a workforce.

To allocate capital that contributes to 
positive outcomes to disadvantaged 
groups within society.

To address DEI across the value 
chain, products and services.

To improve corporate practice and 
public disclosure related to DEI of a 
workforce. 

Stewardship of investees

To address DEI at a societal level 
and/or broader issues which 
disproportionately impact 
disadvantaged groups in society.

Dialogue with policy makers and key stakeholders

Engagement with policy makers and standard setters  to improve DEI disclosures, eliminate discriminatory barriers and tackle issues that 
disproportionately impact disadvantaged groups in society.

Engagement with a�ected stakeholders, including local communities, NGOs and employee unions to ensure the proper development of 
investor policies, practices and public policy positions related to DEI. 

DEI ACTION AREAS FOR INVESTORS

Stewardship of investeesStewardship of investees

To improve DEI practice across its 
value chain and within its products 
and services.
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INCLUSIVE CORPORATE CULTURES
Inclusive corporate cultures ensure a diverse workforce that 
reflects the makeup of society, which will vary according 
to the region or country where the company operates. 
Employees are empowered because structural barriers are 
recognised and addressed. Currently, many initiatives are 
focused on diversity at leadership or board level; however, 
attention should be paid to all employees, as well as to 
different workplace processes including recruitment, 
retention, development and promotion. This action area on 
corporate culture focuses on direct employees of investors 
and investees.

INCLUSIVE BUSINESS MODELS
Inclusive business models incorporate DEI into the design 
of the products and services a business provides, and 
its underlying value chains, including suppliers, local 

communities and customers. For example, for investors, 
an inclusive business model means using DEI as criteria 
for the selection, appointment and monitoring of external 
investment managers and other service providers.
 
INCLUSIVE SOCIETIES
An inclusive society gives individuals the tools they 
need so they can thrive, independent of their individual 
characteristics. This action area refers to broader societal 
issues which disproportionally impact certain groups 
and requires interventions that go beyond the efforts of 
just companies and investors. To realise economic and 
productivity gains, coordinated and comprehensive change 
is required across a range of policy areas, as well as investor 
engagement to influence change across all industry sectors.

INVESTOR INTERNAL EFFORTS
Alongside driving DEI through their own portfolios, 
investors should address DEI within their own internal 
activities which requires action across recruitment, 
retention, development and promotion practices, including 
pay policies. 

Investors should look at the effectiveness of DEI efforts 
across different levels and teams within the organisation, 
including investment committees and fund teams.

Investors should also consider DEI issues in relation to other 
stakeholders beyond employees, such as local communities, 
contractors and the rest of their supply chains. 

EXAMPLE

OLD MUTUAL
As part of Old Mutual’s transformation efforts, it runs 
an investment analyst programme to develop and retain 
Black employees to become high-quality investment 
analysts, and in so doing, the company is building 
a strong Black talent pipeline. There is also formal 
training to further develop technical and interpersonal 
skills, as well as sponsor professional studies. This is a 
comprehensive programme including mentorship, on-
the-job assignments, and assessments.

INVESTOR LEVERS FOR ACTION
Investors have three important levers for action:
1) investment decisions; 2) stewardship of investees;  
3) dialogue with policy makers and key stakeholders.

INVESTMENT DECISIONS
Engagement with beneficiaries
Beneficiaries may feel the impact of DEI beyond their 
investment returns, in their role as employees, consumers 
and citizens. Therefore, investors should consider engaging 
with beneficiaries and clients to understand their broad 
values to guide investment activities related to DEI. 
In addition, investors can assess and understand the 
expectations that different beneficiary groups may have of 
their investments (i.e. faith-based finance).  

Screening
Investors can apply DEI-related filters to potential investees 
to rule out the worst performers or include those investees 
and engage with them, demonstrating leading practice. 
Screening criteria for potential investees may include 
disclosure on DEI metrics, a diversity policy or a minimum 
level of diversity within the workforce, as well as disclosure 
and resolution of DEI-related grievances (such as lawsuits 
for pay/promotion discrimination and sexual harassment 
cases). Investors will need to develop clear screening criteria 
matched to their set objectives on DEI.

For passive strategies, investors can consider how the 
overall exposure to a particular DEI factor is reduced 
or increased by adjusting the weights of constituents, 
dependent on ESG factors. This may be reflected in a 
bespoke index.

https://eu-assets.contentstack.com/v3/assets/bltf97ab615862b2667/bltcd59a457cb36b0e8/600990704b3bc10c19558ec3/Transformation_Report_final_(SP).pdf
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article#fn_31
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article#fn_31
https://www.unpri.org/download?ac=6729
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Investment selection in private markets
For those investors with higher controlling stakes, an initial 
screening against DEI expectations could prompt further 
investigation during due diligence or lead to abandoning 
the investment entirely. The due diligence process typically 
involves investigating legacy issues, but also identifying 
future risks and opportunities that will become the focus of 
DEI management efforts during the holding period. 

Investors can consider the actual and potential outcomes of 
investees’ business models for external stakeholders such 
as consumers, communities and suppliers. Investors should 
develop clear screening criteria to match their own values 
and DEI objectives. 

Financial products
Even though investors should consider DEI across all 
portfolios, they can also consider developing specific 
financial products, such as ETFs and mutual funds, that use 
diversity as the main weighting criteria.

Investors can also consider gathering DEI data on 
beneficiaries and clients (i.e. current and future savers) to 
assess whether existing financial products and services 
cater to their needs and expectations, and to understand 
how the diversity of their own staff may need to change 
to better align with their client base. In this way, investors 
could enter new markets.

External investment managers and other service 
providers
Asset owners can include DEI in due diligence 
questionnaires to external managers and other service 
providers. It’s important to ask specifically about investment 
teams, which historically have lacked diversity, rather than 
just the organisation as a whole. These teams will also 
be directly responsible for implementing any directives 
around DEI into investment decisions and engagement 
with investees. Investors should also embed requirements 
into legal documentation and identify minimum reporting 
disclosures.

Investors can also ask about inclusion and the culture within 
an external manager/fund – including questions around 
whistleblowing, harassment and discrimination policies. 

EXAMPLE

UNIPOL GRUPPO
Unipol Gruppo, an asset owner based in Italy, focuses 
on developing products and services that help to solve 
pressing social issues that have come about due to 
growing inequalities and lower social protection.

For example, Unipol offers zero-interest rate funding, 
designed to safeguard the purchasing power of the most 
vulnerable sections of society.

The company is currently analysing the breakdown of its 
clients to consider how its products (including pension 
funds and insurance) can be developed to serve different 
groups.

EXAMPLE

BMO REAL ESTATE PARTNERS
In 2020, BMO Real Estate Partners, the pan-European 
property investment and asset management specialist 
that is now part of Columbia Threadneedle Investments, 
announced the first round of funding for its newly 
developed UK housing strategy.

The aim of the new fund is to address a distinct gap in the 
UK housing market by offering high quality, sustainable, 
community-based rental property, targeted at low to 
middle income households whose needs are not currently 
being met and where a real growth opportunity exists, 
given the UK housing market fundamentals. Investment 
will be governed by a social agenda, aligning with ESG and 
impact investment objectives.

The fund will use a range of criteria to evaluate the ESG 
credentials of a scheme including:

	■ Affordability and provision
	■ Societal change
	■ Quality of property management and governance
	■ Environmental impact – local
	■ Environmental impact – surroundings
	■ Resilience

The fund has developed defined objectives and 
conditions which must be achieved to demonstrate 
additionality. 

https://www.cfainstitute.org/en/research/survey-reports/diversity-and-inclusion
https://www.unpri.org/governance-issues/whistleblowing-why-and-how-to-engage-with-your-investee-companies/6862.article
https://www.unpri.org/governance-issues/whistleblowing-why-and-how-to-engage-with-your-investee-companies/6862.article
https://www.unipol.it/en/sustainability/shared-value/financial-inclusion
https://www.unipol.it/en/sustainability/shared-value/financial-inclusion
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EXAMPLE

ILPA DDQ
In 2018, ILPA published an expanded version of its DDQ 
to advance diversity and inclusion within the private 
equity industry. It contains questions to understand a 
General Partner’s policies and procedures in areas such 
as harassment, discrimination, workplace violence and 
misconduct. 

Capital allocation
Supporting growth of business owned by underrepresented 
groups
Access to financial capital can be an obstacle for businesses 
owned by underrepresented groups and this is a missed 
opportunity for investors. Small and medium-sized 
companies can be considered riskier for investors. However, 
investors can consider alternative vehicles such as venture 
capital, growth equity and/or private venture debt without 
having to increase the risk profile of other investments and 
therefore still comply with their fiduciary duty. 

Whilst venture capital is a significant engine for job creation 
and plays a material role in funding the next generation 
of business leaders, it has not provided proportionate or 
equivalent funding to underrepresented groups such as 
women and people of colour. In geographies where private 
market options, such as VC, are limited (i.e. Latin America),52 
investors can consider alternative financial vehicles such 
as social or impact bonds, which can provide funding to 
underrepresented groups, particularly SMEs or people who 
participate in the informal economy.53

Supporting businesses that drive equity and inclusion
Investors should consider identifying key social outcomes 
focused on inclusion and equity and shaping those outcomes 
through investments and across investors’ portfolios. 
Examples of possible actions are investing in companies or 
sectors that contribute to increasing access of all groups in 
society to services such as health and sanitation as well as 
finance, education, affordable housing and justice. 

This includes investment in the wide range of products and 
services that will drive positive impacts for specific groups 
and address actual or potential adverse human rights 
outcomes of investees. 

SPOTLIGHT

DEI AND THE DECARBONISATION OF EUROPE’S 
BUILT ENVIRONMENT
A recent report from the Institute for Human Rights and 
Business encourages investors and policy makers to look 
at how they can finance the decarbonisation of Europe’s 
built environment.

The report explains that socio-economic and geographic 
disparities are closely linked to racial and ethnic 
disparities and that decisions about where we invest, 
including those deemed green investments, directly 
correlate with how and what parts of the city are 
developed, who benefits, and who is left behind.
Therefore, within their investment decision and capital 
allocation process, investors need to understand 
whether any existing or future green investments could 
exacerbate social inequalities, while making sure that 
investment also flows to areas that have traditionally 
been excluded.

SPOTLIGHT

TRANSITION TO THE LOW-CARBON ECONOMY 
AND INDIGENOUS PEOPLES’ RIGHTS
The mining sector is key in the transition to a low-carbon 
economy. According to the Transition Minerals Tracker, 
demand for minerals such as lithium, cobalt, copper and 
nickel is expanding as “companies race to produce the 
technology needed to support the energy transition, from 
electric vehicles to solar panels to wind turbines.”

However, human rights allegations in the sector are 
also growing at an alarming rate, and investors need to 
consider the social implications of the increase in demand 
alongside the environmental benefits. 

For example, in South America, almost a fifth of the 
allegations tracked by this initiative relate to indigenous 
peoples’ rights, including violations to free, prior and 
informed consent. Another report for the Washington 
Post shows that indigenous communities report not 
being properly compensated for the exploitation 
of their ancestral lands, nor receive the promised 
economic benefits that derive from mining activities, 
while companies operating locally provide very limited 
public information about their relation with ingenious 
communities or economic compensation. 

https://ilpa.org/wp-content/uploads/2018/09/ILPA_Due_Diligence_Questionnaire_v1.2.pdf
https://hbr.org/2021/02/women-led-startups-received-just-2-3-of-vc-funding-in-2020
https://about.crunchbase.com/2020-diversity-spotlight-report/
https://www.ihrb.org/focus-areas/built-environment/decarbonisation-of-buildings-in-europe
https://www.ihrb.org/focus-areas/built-environment/decarbonisation-of-buildings-in-europe
https://trackers.business-humanrights.org/transition-minerals/
https://media.business-humanrights.org/media/documents/2021_TMT_South_America.pdf
https://www.washingtonpost.com/graphics/business/batteries/tossed-aside-in-the-lithium-rush/?wpisrc=al_alert-COMBO-economy%252Bnation
https://www.washingtonpost.com/graphics/business/batteries/tossed-aside-in-the-lithium-rush/?wpisrc=al_alert-COMBO-economy%252Bnation
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STEWARDSHIP OF INVESTEES
Investors can use their influence over current and potential 
investees across all asset classes to improve corporate 
practices, outcomes and public disclosure related to DEI. 

Investors should consider engaging with end beneficiaries 
and clients to understand their broad values to guide 
stewardship activities related to DEI. For example, an asset 
owner may consider explicitly addressing racial diversity in 
their voting policy/principles where this is a priority issue for 
beneficiaries. 

While continuing efforts to promote high standards globally, 
investors should consider adjusting their stewardship 
objectives depending on the size, region and sector of the 
investee as every company is different. For instance, it may 
be unreasonable to expect a high level of racial diversity 
in a company based in a country with a low level of racial 
diversity, such as Japan. Investors should also consider legal 
requirements which may prevent investees from meeting 
investor expectations on DEI (for example, French law 
prohibits the collection of any data based on race, ethnicity 
or religion).

Corporate engagement
Engagement on public disclosure
Where public disclosure will improve transparency within 
the market or provide investors with information to support 
engagement and decision-making, investors should consider 
engaging with companies to disclose information related 
to its workforce diversity across several characteristics. 
To capture a clearer picture of the organisation, investors 
should consider pushing for information on DEI across 
all levels within the organisation and within different 
departments. Investors should also consider pushing for 
disclosure of data on groups which have more than one 
identity and typically experience inequity or a lack of 
inclusion. 

Investors can also encourage companies to disclose 
inclusion metrics and look at the treatment of staff across 
the recruitment, retention, development and promotion 
employee lifecycle, and how this is broken down across 
different characteristics and identities. Metrics may include 
the return rate from parental leave for men and women and 
the average turnover rate for LGBTIQ+ employees.

Engagement on company practice
Engagement with companies may start with high-level 
discussions on issues such as a diversity policy, setting 
diversity targets and assigning senior leadership (with a 
sufficient level of expertise on DEI) to oversee company 
efforts and progress. This can evolve into more detailed 
discussions on company practice, such as development 

opportunities offered to underrepresented groups, fair 
recruitment processes and family leave policies. Investors 
should also consider engaging with companies on broader 
issues which intersect with DEI, such as whistleblowing. 

Investors can also engage with investees on DEI issues 
connected to stakeholders beyond employees, such 
as consumers, local communities and contractors. For 
example, investors can influence investees to research, 
develop or enhance products across asset classes to better 
service specific groups in society, or at a minimum, prevent 
disproportionately negatively impacting specific groups. 

Further, specific groups often disproportionately make up 
a large proportion of a company’s supply chain, for instance 
30% of the full-time supply chain workforce are people of 
colour in the US, and therefore investors can encourage 
investees to ensure their DEI efforts and policies extend to 
contractors and people in their value chain. 

Voting 
Listed equity investors can use their position (and legal 
rights) as partial owners of companies to influence how 
companies address DEI. 

Investors can adopt or amend their voting policy, guidelines 
or principles to reflect their position on DEI and how they 
would vote at AGMs, considering beneficiary preferences 
and an analysis of associated DEI risks to the portfolio as 
well as outcomes caused by or linked to the portfolio overall.   

For example, investors may state that they will support 
shareholder resolutions that seek to improve DEI-related 
public disclosure or practice within a company.

EXAMPLE

INVESTOR STATEMENT ON FACIAL 
RECOGNITION
In 2021, CANDRIAM coordinated an investor statement 
which calls on companies involved in facial recognition 
technology to increase disclosure, demonstrate 
awareness of the impact on human rights and adopt 
ethical practices. This was in response to the rapid 
deployment of facial recognition technology and major 
concerns about the impact on privacy, data protection 
and civil liberties. The statement highlights the potential 
risk of racial and gender bias in facial recognition systems 
and calls for this technology to be monitored.

https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article#fn_31
https://www.gartner.com/en/supply-chain/trends/supply-chain-diversity-equity-inclusion-ascm
https://www.unpri.org/stewardship/making-voting-count-principle-based-voting-on-shareholder-resolutions/7311.article
https://www.unpri.org/stewardship/making-voting-count-principle-based-voting-on-shareholder-resolutions/7311.article
https://collaborate.unpri.org/group/5691/stream
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SPOTLIGHT

DEI SHAREHOLDER PROPOSALS IN 2021
In 2021, a record number of DEI-related shareholder 
proposals were filed and supported, including requests 
that companies conduct racial equity audits, issue reports 
on their DEI efforts and develop policies to disclose 
relevant data.

One shareholder resolution filed at Union Pacific 
Corporation requested greater disclosure on quantitative, 
comparable data to understand the effectiveness of 
the company’s DEI programmes. This included the 
board’s process for assessing the effectiveness of its 
DEI programmes, as reflected by any goals, metrics 
and trends related to the promotion, recruitment and 
retention of protected classes of employees. The 
resolution received 81.4% support by shareholders.

Investors can also use their voting rights to address 
board diversity. For example, investors may determine 
a minimum acceptable level of diversity on a company 
board, and when this level is not met, use their voting 
rights to take appropriate action, such as appointing and 
removing members of a company board and nominating 
director candidates for inclusion in the election process. 

EXAMPLE

SHAREHOLDER RESOLUTION ON 
RECONCILIATION AND INDIGENOUS RELATIONS
In 2021, a shareholder resolution was filed at TMX Group, 
requesting that the company report on its work to: 

	■ develop internal programmes and policies on 
DEI, including those that encompass current and 
prospective indigenous employees and relationships 
with indigenous communities; 

	■ review procurement from indigenous-owned 
businesses, and those owned by other 
underrepresented groups, and establish appropriate 
disclosure practices and objectives; and

	■ engage with indigenous and other organisations to 
support this work so that these programmes meet 
standards that are appropriate for the company and, 
wherever possible, aligned with commonly used 
frameworks. Also, to report this work in a way that 
supports investors’ ability to determine the breadth, 
depth and content of these programmes.

The resolution received 98% votes in favour by 
shareholders

SPOTLIGHT

LIVING WAGE
Although Black workers make up only 11% of the 
workforce in the US, 38% of Black workers receive the 
minimum wage. Therefore, urging the largest companies 
to pay the living wage would help to address the racial 
wage gap and improve the standards of living for Black 
workers.

EXAMPLE

INVESTOR ENGAGEMENT ON LIVING WAGE
One initiative focused on living wage is the Platform 
Living Wage Financials (PLWF). PLWF is an alliance of 11 
financial institutions representing over EUR€2.3 trillion in 
assets under management. 

It was founded in September 2018 and uses its financial 
leverage to engage investee companies to address the 
non-payment of a living wage to workers in their global 
supply chains.

See Active Ownership 2.0 for more information on using 
stewardship to address systemic issues.

Investors can also vote against the chair or members of 
the nomination committee where there is a lack of board 
diversity.

Beyond voting, where a company is slow to make progress, 
investors can also consider filing a shareholder resolution, 
requesting action or disclosure on the issue (in jurisdictions 
where this is possible). 

Stewardship to address systemic issues
Investors should consider stewardship activities that 
improve social outcomes and influence change at an 
economic or sectoral level, rather than at an individual 
holding level. This may include collaborating with other 
investors to engage with the largest companies that have 
international, sector-wide influence to improve their 
practices. It can also involve engagement with stakeholders 
beyond investee companies, such as policy makers. 

Investors should also consider engaging with investees to 
address broader issues which may be connected to DEI, 
or disproportionately impact disadvantaged groups, for 
example, decent work and environmental justice54 (including 
the just transition, climate justice and deforestation).

https://collaborate.unpri.org/group/6671/stream
https://collaborate.unpri.org/group/6671/stream
https://collaborate.unpri.org/group/6526/stream
https://www.unpri.org/stewardship/active-ownership-20-the-evolution-stewardship-urgently-needs/5124.article
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Escalation
Where engagement with an investee has been unsuccessful, 
or the investee is slow to make progress, investors may 
consider increasing their influence by collaborating with 
peers. Alternatively, investors may take escalatory steps, 
such as filing a shareholder resolution, speaking out 
publicly (such as an op-ed in the media) to draw attention 
to a company’s practice or DEI in general, or taking legal 
action, where it is believed that a company has not acted in 
shareholders’ best interests. 

EXAMPLE

ALPHABET SEXUAL HARASSMENT 
SHAREHOLDER LAWSUIT
In 2019, AP7, a Swedish pension fund, sued Alphabet 
based on reports of sexual misconduct at Alphabet and 
the board’s perceived mishandling of the situation.

Alphabet reached a settlement with AP7. Alphabet 
agreed to eliminate mandatory arbitration and limit 
Google’s use of non-disclosure agreements while 
prohibiting Google from “providing severance to any 
employee, including a senior executive, terminated for 
sexual harassment, sexual misconduct, or retaliation”. 
Alphabet also committed USD$310 million to fund and 
create a diversity, equity and inclusion advisory council 
comprised of outside experts. 

AP7 stated that legal action is one of its four measures 
of engagement for sustainable and responsible asset 
management.

DIALOGUE WITH POLICY MAKERS AND KEY 
STAKEHOLDERS
Achieving DEI will require engagement with key 
stakeholders beyond corporates such as policy makers and 
civil society. 

Engagement with policy makers and standard setters
Investors can encourage rules that strengthen DEI 
disclosures. Mandatory and standardised disclosure on DEI 
will allow investors to have more complete information 
on company performance and practices. Such disclosures 
should go beyond gender and include other characteristics 
relevant to the country of disclosure and include 
measurements around inclusion (e.g. data on the promotion, 
recruitment and retention rates of different employees) 
that cover the whole organisation and not just the board or 
C-suite.

Investors can also encourage and support standards, 
policy and legislation that promote inclusion and 
equity by eliminating discriminatory barriers and 
implementing policies that support work, homeownership, 
entrepreneurship and well-being for all groups in society. 

Investors, collaborating with other stakeholders, can 
seek to input to policies and standards, including through 
responding to consultations. 

Investors should also consider focusing efforts on policy 
development to tackle issues that can disproportionally 
impact certain groups in society, such as modern slavery, 
living wage, freedom of association, equal opportunities, 
protection of cultural heritage, health equity, and the just 
transition.

Engaging with policy makers and standard setters on 
broader sustainable investment policy may also help 
to strengthen DEI. For example, the inclusion of DEI in 
stewardship codes clarifies investors’ expectations in 
addressing systemic issues related to achieving an inclusive 
society and can provide a framework for addressing DEI in 
different asset classes.  

See the PRI and World Bank Group’s Toolkit for Sustainable 
Investment Policy and Regulation for more information on 
engaging with policy makers. 

Engagement with affected stakeholders
Engagement with affected stakeholders, including local 
communities, NGOs and employee unions is integral to 
the proper development of investor policies, practices and 
public policy positions related to DEI. 
 

https://blog.google/inside-google/company-announcements/building-our-workplace-commitments/
https://citywireselector.com/news/swedish-pension-giant-ap7-settles-alphabet-sexual-harassment-lawsuit/a1409095
https://www.who.int/health-topics/social-determinants-of-health#tab=tab_3
https://www.unpri.org/research/climate-change-and-the-just-transition-a-guide-for-investor-action/3202.article
https://www.unpri.org/research/climate-change-and-the-just-transition-a-guide-for-investor-action/3202.article
https://www.unpri.org/download?ac=12247
https://www.unpri.org/download?ac=12247
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The PRI is setting out a multi-year work programme on this 
topic to support investor action on DEI. We will:

SHARE BEST PRACTICE
	■ Provide case studies highlighting good practice by 

investors.
	■ Provide guidance, where appropriate, on DEI across 

geographies and asset classes.

PROVIDE GUIDANCE ON STEWARDSHIP
	■ Provide investors with guidance on stewardship to drive 

DEI across their investees, as well as the inclusion of 
DEI in the selection, appointment and monitoring of 
managers.

	■ Identify policy measures that investors can support to 
drive progress around DEI as well as enhance their own 
stewardship activities.

	■ Provide guidance and support for investors on how to 
engage with affected stakeholders for the appropriate 
development of DEI policies as well as monitoring the 
effectiveness of such polices.

IDENTIFY DATA POINTS
	■ Support increased data availability from companies and 

investors to define key outcomes and indicators for data 
collection and allow country-level comparison.

SUPPORT ASSET OWNERS
	■ Support standardisation efforts in the development 

of DDQs to aid asset owners to include DEI in the 
selection, appointment and monitoring of managers.

NEXT STEPS
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Definitions for terms used in the paper or commonly used in the investment industry. 

APPENDIX 1:

KEY DEFINITIONS 

Term Definition

BIPOC Black, indigenous, and people/person of colour.

Cognitive diversity The inclusion of people who have different styles of problem-solving and can offer unique 
perspectives because they think differently. Cognitive diversity focuses on achieving a mixture of 
techniques from different people to carry out intellectual activities, such as making associations 
or drawing conclusions.i 

Ethnicity Ethnicity is broader than race and usually refers to long-shared cultural experiences, religious 
practices, traditions, ancestry, language, dialect or national origins (for example, African-
Caribbean, Indian, Irish).ii

Gender identity A person’s innate sense of their own gender, whether male, female or something else (see non-
binary below), which may or may not correspond to the sex assigned at birth.iii

Indigenous peoples Among the indigenous peoples are those of the Americas (for example, the Lakota in the US, 
the Mayas in Guatemala or the Aymaras in Bolivia), the Inuit and Aleutians of the circumpolar 
region, the Sami of northern Europe, the Aboriginal and/or Torres Strait Islander peoples 
of Australia and the Māori of New Zealand. These and most other indigenous peoples have 
retained characteristics which are clearly different from those of other segments of the national 
populations.

Considering the diversity of indigenous peoples, an official definition of “indigenous” has 
not been adopted by any UN-system body. Instead, the system has developed a modern 
understanding of this term based on a number of factors.iv

Intersectionality A term coined by Black feminist legal scholar Dr. Kimberlé Crenshaw to describe the ways 
in which our personal identities (such as race, gender, class, ability, etc) intersect to create 
overlapping and interdependent systems of discrimination or disadvantage.v

Just Transition Included in the Paris Agreement on climate change, a just transition refers to addressing and 
mitigating the social implications of the transition to a low-carbon economy for workers, 
communities, consumers and broader society.

One of the ways to accelerate climate action – and optimise its benefits – is to ensure that it is 
inclusive. This means taking account of the distributional consequences so that no one is left 
behind.

LGBTQ+ The acronym for lesbian, gay, bi, trans, queer, questioning and ace.vi

Marginalised Groups and communities that experience discrimination and exclusion because of unequal power 
relationships across economic, political, social and cultural dimensions.vii

i	 TechTarget, Cognitive diversity
ii	 The Law Society (2020), A guide to race and ethnicity terminology and language
iii	 Stonewall, Glossary terms
iv	 UN, Who are indigenous peoples?
v	 WCM (2020), The Equity Equation
vi	 Stonewall, Glossary terms
vii	 NCCDH, Marginalized populations 

https://searchhrsoftware.techtarget.com/definition/cognitive-diversity
https://www.lawsociety.org.uk/en/topics/ethnic-minority-lawyers/a-guide-to-race-and-ethnicity-terminology-and-language
https://www.stonewall.org.uk/help-advice/faqs-and-glossary/glossary-terms
https://www.un.org/esa/socdev/unpfii/documents/5session_factsheet1.pdf
https://wcm.ca/files/about/Equity_Equation_2020.pdf
https://www.stonewall.org.uk/help-advice/faqs-and-glossary/glossary-terms
https://nccdh.ca/glossary/entry/marginalized-populations
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Term Definition

Meritocracy A system free of discrimination and bias, where people are rewarded and advance according to 
their merit (their skills and abilities) regardless of their gender, race or other personal identities.viii

Minority An ethnic, religious or linguistic minority is any group of persons which constitutes less than half 
of the population in the entire territory of a State whose members share common characteristics 
of culture, religion or language, or a combination of any of these. A person can freely belong 
to an ethnic, religious or linguistic minority without any requirement of citizenship, residence, 
official recognition or any other status.ix

Neurodivergent Used to describe a variety of conditions related to cognitive abilities.x The term was coined in the 
neurodiversity movement as an opposite for “neurotypical” - previously the term “neurodiverse” 
was sometimes applied to individuals for this purpose.xi Different types of neurodivergence 
include dyslexia, dyspraxia, autism and ADHD.xii

POC People/person of colour. This term collectively refers to all people of colour — anyone who isn’t 
white.

Race A categorisation that is based mainly on physical attributes or traits, assigning people to 
a specific race simply by having similar appearances or skin colour (for example, Black or 
white). 

It’s now widely accepted that race is a social construct. However, having been racialised and 
shared common experiences of racism, racial identity is important to many and can be a 
basis for collective organising and support for racially minoritised individuals.xiii

Sexual orientation A person’s sexual attraction to other people, or lack thereof. Along with romantic orientation, this 
forms a person’s orientation identity.xiv

Socio-economic status The social standing or class of an individual or group. It is often measured as a combination of 
education, income and occupation.xv

Underrepresented group A group that is less represented in one subset (e.g. employees in a particular sector, such as IT) 
than in the general population.xvi

viii	 WCM (2020), The Equity Equation
ix	 OHCHR, Concept of minority: mandate definition
x	 Daivergent (2020), Divergent, Neurotypical vs. Neurodivergent: What’s the Difference?
xi	 Disabled World (2021), What Is: Neurodiversity, Neurodivergent, Neurotypical
xii	 Exceptional Individuals, Neurodiversity: Meaning & Disorder Types
xiii	 The Law Society (2020), A guide to race and ethnicity terminology and language
xiv	 Stonewall, Glossary terms
xv	 American Psychological Association, Socioeconomic status
xvi	 IGI Global, Underrepresented groups

https://wcm.ca/files/about/Equity_Equation_2020.pdf
https://www.ohchr.org/EN/Issues/Minorities/SRMinorities/Pages/ConceptMinority.aspx
https://daivergent.com/blog/neurotypical-vs-neurodivergent
https://www.disabled-world.com/disability/awareness/neurodiversity/
https://exceptionalindividuals.com/neurodiversity/
https://www.lawsociety.org.uk/en/topics/ethnic-minority-lawyers/a-guide-to-race-and-ethnicity-terminology-and-language
https://www.stonewall.org.uk/help-advice/faqs-and-glossary/glossary-terms
https://www.apa.org/topics/socioeconomic-status
https://www.igi-global.com/dictionary/underrepresented-groups/65051
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DEI has a clear basis in human rights. For example, the 
Universal Declaration of Human Rights states that:
 

	■ All human beings are born free and equal in dignity and 
rights.

	■ Everyone is entitled to all the rights and freedoms set 
forth in this Declaration, without distinction of any kind, 
such as race, colour, sex, language, religion, political or 
other opinion, national or social origin, property, birth or 
other status.

	■ All are equal before the law and are entitled without any 
discrimination to equal protection of the law.

	■ Everyone has the right of equal access to public service 
in his country.

	■ Everyone, without any discrimination, has the right to 
equal pay for equal work.

	■ Everyone has the right to education. 

This basis in human rights is also reflected in the ILO 
standards. The ILO has eight fundamental conventions and 
two of them refer explicitly to DEI:

	■ Convention 7: Equal Remuneration
	■ Convention 8: Discrimination (Employment and 

Occupation) 

Countries that ratify the ILO conventions commit to 
implement them into national law and are also required to 
report back on a regular basis. 

APPENDIX 2:

DEI AS A HUMAN RIGHT 

The SDGs set the global goals for societies and all 
stakeholders – including investors – and are explicitly 
grounded in the Universal Declaration of Human Rights. 
Addressing DEI across business and investment activities 
targets a number of the SDGs, primarily:

SDG 5: Achieve gender equality 
and empower all women and girls. 

SDG 8.5: Achieve full and 
productive employment and 
decent work for all women and 
men, including for young people 
and persons with disabilities, and 
equal pay for work of equal value.

SDG 10.2: Empower and promote 
the social, economic and political 
inclusion of all, irrespective of age, 
sex, disability, race, ethnicity, origin 
or economic or other status.

SDG 10.3: Ensure equal 
opportunity and reduce 
inequalities of outcome, including 
by eliminating discriminatory 
laws, policies and practices and 
promoting appropriate legislation, 
policies and action in this regard.

https://www.un.org/en/about-us/universal-declaration-of-human-rights
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The PRI is an investor initiative in partnership with
UNEP Finance Initiative and the UN Global Compact.

United Nations Global Compact

The United Nations Global Compact is a call to companies everywhere to align their 
operations and strategies with ten universally accepted principles in the areas of hu-
man rights, labour, environment and anti-corruption, and to take action in support 
of UN goals and issues embodied in the Sustainable Development Goals. The UN 
Global Compact is a leadership platform for the development, implementation and 
disclosure of responsible corporate practices. Launched in 2000, it is the largest cor-
porate sustainability initiative in the world, with more than 8,800 companies and 
4,000 non-business signatories based in over 160 countries, and more than 80 Local 
Networks. 

More information: www.unglobalcompact.org

United Nations Environment Programme Finance Initiative (UNEP FI)

UNEP FI is a unique partnership between the United Nations Environment Programme 
(UNEP) and the global financial sector. UNEP FI works closely with over 200 
financial institutions that are signatories to the UNEP FI Statement on Sustainable 
Development, and a range of partner organisations, to develop and promote linkages 
between sustainability and financial performance. Through peer-to-peer networks, 
research and training, UNEP FI carries out its mission to identify, promote, and realise 
the adoption of best environmental and sustainability practice at all levels of financial 
institution operations.

More information: www.unepfi.org

The Principles for Responsible Investment (PRI) 

The PRI works with its international network of signatories to put the six Principles 
for Responsible Investment into practice. Its goals are to understand the investment 
implications of environmental, social and governance (ESG) issues and to support 
signatories in integrating these issues into investment and ownership decisions. The 
PRI acts in the long-term interests of its signatories, of the financial markets and 
economies in which they operate and ultimately of the environment and society as 
a whole.

The six Principles for Responsible Investment are a voluntary and aspirational set of 
investment principles that offer a menu of possible actions for incorporating ESG is-
sues into investment practice. The Principles were developed by investors, for inves-
tors. In implementing them, signatories contribute to developing a more sustainable 
global financial system.

More information: www.unpri.org


