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BROAD CONCLUSIONS DERIVED FROM THIS RESEARCH

Impact funds are performing
better than traditional VC
when it comes to gender-

based representation
internally but they are
performing worse than both
the national average and VC
industry overall in terms of
BIPOC representation.
Additionally, evidence
suggests that as teams grow
they are more likely to hire
diverse candidates.
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There are still several funds
that have a limited record
when it comes to investing in
underrepresented founders
and CEOQOs. There could also
be some influence from
minimum quotas or impact
theses as suggested by the
weaker correlation between
portfolio size and number of
underrepresented CEOs and
Founders.

3.

Investing time to find and
mentor diverse talent is a
must; the best way to diversify
the venture industry is to
diversify the wealth
distribution. Additionally, one
strategy to communicate a
fund’'s commitment to DEl is
through the positive
relationships they cultivate
with their underrepresented
CEO partners.
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RECOMMENDATIONS

Hire underrepresented individuals to your investment team earlier in

the fund life cycle and offer growth opportunities to more junior
members.

Thoughtfully broaden your network, so that inbound deals are more
frequently additive to fund DEI commitments. Move quickly to remove

inbound deals that obviously lack fit, as that is time better spent on informed
proactive outreach.

Track DEI data on the companies you screen. Consider a substantive

commitment to representation in your fund’s PPM or within portfolio
company term sheets.

Find a way to demonstrate to LPs, potential hires, and prospective

founders that your fund meaningfully cares about and focuses on
DEI.
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UNDERSTANDING THE PROBLEM

e Just 1.3% of the total assets under management (AUM) are overseen by
women or minorities, 65% of venture capital firms have no female partners,
and 81% have no Black investors at all

* The problem is exacerbated by
* Unclear methods on how to bring diversity to the employment pool or to deal funnel
* Inability to include diverse investors within the cap table
* A general lack of understanding for the “right time” to bring up the racial problem in deals

* Academic literature that thoroughly addresses the problem but does not equally explore and
explain solutions

* Previous works argue for:

* Creating opportunities to expand upon your professional and personal network
* Thoughtful considerations for how your fund presents itself to entrepreneurs and team members
* Encouragement of growth opportunities and stretch experiences for more junior team members

* Building into the investment thesis a fund wide commitment to the number of underrepresented
founders you want present in your portfolio and within each investment cap table



WHY DOES IT MATTER?

* VC promotes creativity and economic growth quicker and more
pervasively for early-stage businesses; those without VC backing
experience a 28% decrease in aggregate growth

* Tied to the lack of representation in the funds themselves, the
entrepreneurship space only has 1% of founders backed by venture
funding identifying as Black, and less than 2% identifying as Latinx

* Solving for social inequities and climate justice requires solutions
that have been empowering the voices of those disproportionately
Impacted

* If one never experiences a profitable exit as an entrepreneur, they
are less likely to be able to rejoin the VC community at the partner
level

e With the caveat that partners can also have wealth from alternative career paths, but in the US most of the
wealth is controlled historically by White individuals/families
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Quantitative Data
Gathering:
Internal Teams

1. Sorted funds from ICM
database by Impact Sector

2. Counted total team size
followed by number of
BIPOC Presenting and
Female Presenting
individuals

3. Calculated representation
across individual funds
and across impact sector
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METHODS

Quantitative
Data Gathering:
Portfolio

Composition

Counted total portfolio size
Counted number of
portfolio companies that
have visible CEO/Founders
Counted number of BIPOC
Presenting and Female
Presenting CEOs or
Founders

Calculated representation
across individual funds

Qualitative Data
Gathering: Fund
Interviews

Preliminary Survey
Sent over questions in
advance

Conducted 30-minute
interviews with ten
different impact funds



UNDERSTANDING THE QUANTITATIVE DATA: FUND BREAKDOWN
BY IMPACT STRATEGY

Distribution of Funds by Impact Strategy (n=72) S ) ) )
Distribution of Funds by Primary Sector if Multiple

Impact Strategies (n=24)

Education & Workforce
Underserved Development

Communities and Access % Underserved
11% Communities and Education &
Access Workforce

21% Development

25%

Healthcare &
Environment & Well?ess
Sustainability 4% ~

35%

Multiple
44%

Environment &
Sustainability
50%

Healthcare & Wellness
3%

Impact strategies were listed derived based upon ICM categorization, and if multiple sectors were identified,
primary strategy was determined by an individual portfolio review.
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UNDERSTANDING THE DATA: DISTRIBUTION OF TEAM SIZE BY

Distribution of Team Size by Impact Strategy (n=72)
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Education & Environment &
Workforce Sustainability
Development

Following sector division, of the 83 funds on the Impact Capital Managers (ICM) public database, 72 had

Healthcare &
Wellness

Impact Strategy

Multiple

IMPACT STRATEGY

m>20

m11-15

Fund Count
N w

[y

Underserved Education & Workforce
Communities and Development
Access

Distribution of Team Size by Primary Impact Sector if

Multiple Strategies (n=24)

Environment & Healthcare & Wellness Underserved
Sustainability Communities and
Access

Impact Strategy

H>20
m11-15
1-5

H6-10

websites where all team members were displayed. If team members were visible, they were then counted and
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included in the sample size.
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UNDERSTANDING THE DATA: DISTRIBUTION OF PORTFOLIO SIZE

Distribution of Number of Portfolio Companies (n=21) Distribution of Studiable Portfolio Companies (n=21)
12
10
8
3 6
4
] 2
v - T
Fo s 0
[4, 9] 9, 14] (14, 19] (19, 241 (24, 29]
Portfolio Size Portfolio Size

A random sampling of funds was selected across various impact sectors, and the number of active portfolio
companies was counted. If the company displayed its founder or CEO, they were included as “studiable.”
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UNDERSTANDING THE DATA: FUNDS INTERVIEWED

Azolla
Ventures

Rethink
Capital
Partners
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Reach
Capital

BetterVC

yA=Yo|
Capital
Partners

Reinventure
Fund
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RESULTS:
NTERNAL TEAM
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%

LET’S TAKE A LOOK AT THE RAW
NUMBER OF BIPOC PRESENTING
AND FEMALE PRESENTING
INDIVIDUALS WITHIN IMPACT
FUNDS’ INTERNAL TEAMS
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1.

2.

Quantitative Data
Gathering:
Internal Teams

Sorted funds from ICM
database by Impact Sector
Counted total team size
followed by number of
BIPOC Presenting and
Female Presenting
individuals

Calculated representation
across individual funds and
across impact sector

14



EVEN THOUGH IMPACT IS PERFORMING WORSE THAN THE VC INDUSTRY IN
GENERAL, THERE IS A POSITIVE CORRELATION BETWEEN A FUND’S TOTAL
TEAM SIZE AND THE NUMBER OF BIPOC PRESENTING INDIVIDUALS EMPLOYED

Linear Regression of Number of BIPOC Presenting Employees Versus
Total Number of Employees (n=61)

25

N
o

g Correlation = 0.71
R-squared = 0.50
P-value= 1.25E-10

\

Number of BIPOC Presenting Fund Employees
[y
o

0 5 10 15 20 25 30 35 40 45 50

Number of Total Fund Employees

® # of BIPOC, Impact VC # of BIPOC, Census Data — — - # of BIPOC, General VC =+=+=+2* Linear (# of BIPOC, Impact VC)

Correlation is the measurement of the interdependence of two variables. R-squared is the variance explained by the model divided by the total
variance; it evaluates the scatter of the data points around the fitted regression line. The P-value is the statistical significance of the data. Additional

trendlines demonstrate expected BIPOC representation as calculated using US Census Data and General VC demographic data.
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Number of Funds with x% of BIPOC Leadership

HOWEVER, THERE ARE STILL 38% OF FUNDS WITH NO BIPOC
INDIVIDUALS IN LEADERSHIP POSITIONS

Distribution of BIPOC Leadership % by AUM (n=48)

12 l
10
8
_N0]
6 W 25%-50%
50%-75%
MW Less than 25%
4 B More than 75%
| I I I
$15M - $49M $50M - $99M $100M - $499M $500M - $999M $1B+
AUM
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THERE IS AN EVEN STRONGER POSITIVE CORRELATION BETWEEN A FUND’S
TOTAL TEAM SIZE AND THE NUMBER OF FEMALE PRESENTING INDIVIDUALS
EMPLOYED

Linear Regression of Number of Female-presenting Employees Versus Total
Number of Employees (n=61)

40
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25
Correlation = 0.92
20 R-squared = .84
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Number of Female-presenting Fund Employees
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Number of Total Fund Employees

® # of Female, Impact VC =~ --------- # of Female, Census Data — — - # of Female, General VC = eeeeeeeee Linear (# of Female, Impact VC)
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SUGGESTING THAT THERE HAS BEEN MUCH MORE PROGRESS MADE AT
IMPACT FUNDS IN TERMS OF GENDER REPRESENTATION IN LEADERSHIP
THAN RACIAL REPRESENTATION

Distribution of Female Leadership % by AUM (n=48)
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Quantitative Data
Gathering:
Internal Teams

NOW LET’S SEE THE PERCENTAGE
OF UNDERREPRESENTED TEAM
1. Sorted funds from ICM
MEMBERS AT EACH FUND ACROSS database by Impact Sector
IMPACT SECTORS 2. Counted total team size

followed by number of
BIPOC Presenting and
Female Presenting
individuals

3. Calculated representation
across individual funds
and across impact sector

Bedford 2023 19



ACROSS ALL IMPACT SECTORS, THE MEDIAN PERCENTAGE OF BIPOC PRESENTING
EMPLOYEES IS BETWEEN 20% AND 40%, WHICH IS SIGNIFICANTLY BETTER THAN THE
BROADER VENTURE CAPITAL INDUSTRY AS A WHOLE...

Impact Strategy * Percentage of Team
Education & Workforce Development Environment & Sustainability Healthcare 8 Wellness Multiple Underserved Communities and Access -CI-Percentage of Team

0 02 04 06 08 1.0 0 0.2 04 06 0.8 10 0 02 04 ] 0s 10 0 0.2 04 06 0.8 10 0 02 04 06 08 1.0

% of BIPOC Presenting Employees by Impact Strategy (n=72)

A box plot displays the distribution of the data by quartiles. The box in the center represents the second and
third quartile, aka 50% of the data. The line in the center of the box is the median value.



BUT EVEN WITH THE INCREASED MEDIAN REPRESENTATION PERCENTAGES, THERE
ARE STILL SEVERAL FUNDS WITHOUT ANY BIPOC TEAM MEMBERS AT ALL

® Percentage of Team
Education 8 Workforce Development Envircnment & Sustainability Healthcare 8 Wellness Underserved Communities and Access +-Percentage of Team

RIS T

o SRR

0 02 04 06 08 1.0 0 02 04 06 08 10 0 02 04 06 08 1.0 0 02 04 06 08 1.0

% of BIPOC Presenting Employees at funds with Multiple Impact strategies (n=24)
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ECHOING THE RESULTS SEEN WITH NUMBER OF EMPLOYEES, FEMALE
PRESENTING EMPLOYMENT PERCENTAGES ARE HIGHER ACROSS IMPACT
SECTORS, WITH A MEDIAN VALUE RANGING FROM 30% TO 40%...

1)
Education & Workforce Development Environment & Sustainability Healthcare & Wellness Multiple Underserved Communities and Access -T-Percentage of Female

0 0.2 04 086 08 1.0 0 0.2 04 06 08 1.0 0 02 04 0.6 0.8 10 0 0.2 04 0.6 08 1.0 0 0.2 04 06 08 1.0

Bedford 2023 % of Female Presenting Employees by Impact Strategy (n=72) 2



..HOWEVER UNLIKE BIPOC REPRESENTATION, THERE ARE
SIGNIFICANTLY FEWER FUNDS WITH NO FEMALE REPRESENTATION

- ercen of remale
Education & Workforce Development Environment & Sustainability Healthcare 8 Wellness Underserved Communities and Access -T-Percentage of Female

0 01 02 03 04 035 06 0 041 0.2 03 04 035 06 0 0.1 02 03 04 05 06 0 01 02 03 04 035 06

% of Female Presenting Employees at funds with Multiple Impact strategies (n=24)
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INTERNAL TEAM REPRESENTATION CONCLUSIONS

Impact funds are performing
better than traditional VC
when it comes to gender-

based representation
internally but they are
performing worse than both
the national average and VC
industry overall in terms of
BIPOC representation.
Additionally, evidence
suggests that as teams grow
they are more likely to hire
diverse candidates.

Bedford 2023

Almost all impact sectors have at least 50% of their funds
internal teams comprised of 20% BIPOC presenting or
female presenting individuals

Still a significant number of funds that have 0
underrepresented team members

Funds are doing better when it comes to gender
representation than racial representation

Larger teams have more diverse team members

It is important to note that BIPOC in this study was
defined as any non-white presenting individual, and in
VC the second most well represented group after White
men is Asian men
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RESULTS:
PORTFOLIO
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Quantitative
Data Gathering:
Portfolio

Composition

1. Counted total portfolio size

2. Counted number of
portfolio companies that
have visible CEO/Founders

3. Counted number of BIPOC
Presenting and Female
Presenting CEOs or
Founders

4. Calculated representation
across individual funds
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HOW DOES A RANDOM
SAMPLE OF THESE SAME
FUNDS PERFORM WHEN IT
COMES TO DIVERSE
LEADERSHIP WITHIN THEIR
PORTFOLIO

26



THERE IS A SLIGHT CORRELATION BETWEEN PORTFOLIO SIZE AND THE
NUMBER OF BIPOC PRESENTING CEOS OR FOUNDERS, BUT LESS OF A
CORRELATION THAN WOULD BE EXPECTED...

Linear Regression of Number of BIPOC-presenting CEOs or Founders Versus Total
Number of Studiable Portfolio Companies (n=20)
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Additional trendlines demonstrate expected BIPOC representation as calculated using General VC demographic data.
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..THIS LOWER CORRELATION WOULD INDICATE THAT EVEN AS FUNDS
INVEST IN MORE COMPANIES, THEY ARE NOT PROPORTIONALLY
INVESTING IN UNDERREPRESENTED FOUNDERS.

Linear Regression of Number of Female-presenting CEOs or Founders Versus Total
Number of Studiable Portfolio Companies (n=20)
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PREVIOUS RESULTS ARE SLIGHTLY LOWER THAN DATA COMING FROM
ICM SURVEYS, WHICH SUGGEST THAT MEMBERS ARE INVESTING IN
BIPOC & FEMALE LEADERS...

Percentage of BIPOC Leadership in Portfolio Companies by AUM (n=44)
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...BUT AT LEVELS THAT COULD HAVE BEEN PROPPED UP BY MISSION -
ORIENTED FUNDS WHO OPTED-IN TO FILL OUT THE DEI SURVEY OR
VARYING DEFINITIONS OF “LEADERSHIP.”

Percentage of Female Leadership in Portfolio Companies by AUM (n=44)
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PORTFOLIO REPRESENTATION CONCLUSIONS

2.

There are still several funds
that have a limited record
when it comes to investing in
underrepresented founders

and CEOs. There could also
be some influence from
minimum quotas or impact
theses as suggested by the
weaker correlation between
portfolio size and number of
underrepresented CEOs and
Founders.

Bedford 2023

* There is a slight positive correlation between
number of portfolio companies and number of
underrepresented leaders

* The correlation is much smaller than internal
team size though, as a result of several funds
with no underrepresented founders at all or
have specialized in investing specifically in
diverse leadership

* Why else could that be?

* A larger data set would be necessary to
understand how this performance differs across
sectors

31



RESULTS: THE
INTERVIEWS



WHAT DO THE FUNDS

THEMSELVES HAVE TO

SAY ABOUT THEIR DEI
EFFORTS

Qualitative Data
Gathering: Fund
Interviews

. Preliminary Survey
. Sent over questions in

advance

. Conducted 30-minute

interviews with ten
different impact funds



INTERVIEWEES FREQUENTLY REFERENCED SIMILAR STRATEGIES
EMPLOYED AT THEIR FUNDS TO INCREASE REPRESENTATION

Recurring Themes During Interviews
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ALTERNATIVE SUGGESTIONS FROM
PARTICIPANTS VARIED

1 Separate your diversity 2
® targets by ®

representation goal.

Lived experience of
CEQ is another way to
4 ensure values 5
— alignment and diversity —

of experience in your
portfolio.

These recommendations come from various participants’ opinions and experiences in the space.

Bedford 2023

“Just say no” to

spending excessive

time on inbound deals 3
that don'’t contribute ®

to your impact
strategy.

Have extensive

conversations about

DEI when hiring. 6
Establish cultural norms ®

and get comfortable
with the discussion.

Consider
introducing a DEI
section into your
term sheets.

Think about external
messaging. If people
don’t know you focus
on DEI, you might miss
out on opportunities.
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DISCUSSION



Impact funds are performing
better than traditional VC
when it comes to gender-

based representation
internally but they are
performing worse than both
the national average and VC
industry overall in terms of
BIPOC representation.
Additionally, evidence
suggests that as teams grow
they are more likely to hire
diverse candidates.
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There are still several funds
that have a limited record
when it comes to investing in
underrepresented founders
and CEOs. There could also
be some influence from
minimum quotas or impact
theses as suggested by the
weaker correlation between
portfolio size and number of
underrepresented CEOs and
Founders.

3.

Investing time to find and
mentor diverse talent is a
must; the best way to diversify
the venture industry is to
diversify the wealth
distribution. Additionally, one
strategy to communicate a
fund’s commitment to DEl is
through the positive
relationships they cultivate
with their underrepresented
CEOQO partners.
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RECOMMENDATIONS

Hire underrepresented individuals to your investment team earlier in

the fund life cycle and offer growth opportunities to more junior
members.

Thoughtfully broaden your network, so that inbound deals are more
frequently additive to fund DEI commitments. Move quickly to remove

inbound deals that obviously lack fit, as that is time better spent on informed
proactive outreach.

Track DEI data on the companies you screen. Consider a substantive

commitment to representation in your fund’s PPM or within portfolio
company term sheets.

Find a way to demonstrate to LPs, potential hires, and prospective

founders that your fund meaningfully cares about and focuses on
DEI.




NEXT STEPS & LESSONS LEARNED

1. Larger sample sizes, especially when it comes portfolio companies

2. All data should be collected via self-identifying surveys

*  Focus on more groups than gender and racial representation (i.e.
sexual orientation, professional background [Appendix A], University
ranking [Appendix B], etc.)

* Going deeper than non-white broadly; showing what representation
looks like if BIPOC were truly differentiated

3. Divide the team census by team roles and investment making
decision power

* Define clearly what leadership means as it has direct impact on
ownership and upward mobility

4. Divide funds by those who have no commitment to DEI, those that
commit to invest in diverse founders, and those committed to invest
in diverse founders in addition to building an internally diverse team

5. Understand the prevalence of portfolio company deal sharing
between impact funds and if it limits the ability to deploy capital to
other underrepresented founders

Bedford 2023
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APPENDIX A: DISTRIBUTION OF ICM MOSAIC FELLOWS BY
PROFESSIONAL BACKGROUND

2020 ICM Mosaic Fellows Previous Employment 2021 ICM Mosaic Fellows Previous Employment 2022 ICM Mosaic Fellows Previous Employment

Demographics Demographics Demographics

0% 10%
21%

37%
42%
53%
37%
63%
37%
® Consulting ™= Finance Other ® Consulting = Finance Other ® Consulting = Finance Other
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APPENDIX B: DISTRIBUTION OF ICM MOSAIC FELLOWS BY
ACADEMIC BACKGROUND

2020 ICM Mosaic Fellowship Class Distribution 2021 ICM Mosaic Fellowship Class Distribution 2022 ICM Mosaic Fellowship Class Distribution
by US News "Best Business Schools for MBAs" by US News "Best Business Schools for MBAs" by US News "Best Business Schools for MBAs"
11% 5%
26% 37%
50% 50%
58%
63%
® Ranked 1-5 ® Ranked 6-10 ® Ranked >11 ® Ranked 1-5 = Ranked 6-10 ® Ranked >11 ® Ranked 1-5 = Ranked 6-10 = Ranked >11
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APPENDIX C: SURVEY QUESTIONS

Number of investment team members? (multiple choice answer: 0-5, 6-10, 11-15, 15-20, >20, fill in the
blank as “other”)

Fund focus sector? (check box: Health, Education, Climate/Environmental Sustainability, Underserved
communities and Access, Financial Inclusion, fill in the blank as “other”)

Overall, please how you think your fund is performing in terms of internal team representation. (Scale
1-10)

When/if your team discusses DEI for the internal team demographics, what aspects do you focus on?
(check box: Gender Representation, Racial Representation, LGBTQIA+ Representation, Personal
Background (Community and Upbringing), Professional Background (including Education),
Neurodivergence, Physical Ability, fill in the blank as “other”)

When/if your team discusses DEI for the portfolio company leadership demographics, what aspects do
you focus on and track? (check box: Gender Representation, Racial Representation, LGBTQIA+
Representation, Personal Background (Community and Upbringing), Professional Background (including
Education), Neurodivergence, Physical Ability, fill in the blank as “other”)

Overall, please how you think your fund is performing in terms of portfolio leadership representation.
(scale 1-10)



APPENDIX D: INTERVIEW QUESTIONS

What Was Shared Before the Interview

What does diversity mean to you personally? How do you define it, and what aspects do you consider when
discussing it?
How do you think your fund is performing when it comes to DEI?
What do you think the team is doing really well? What do you think could be improved?
How do you seek out diverse talent, or underrepresented founders?
How do you create the messaging both internally and externally to support your fund’s mission and relationship with
DEI?

o When introducing your fund to potential LP’s do you include it in your deck or verbally mention it?

o Do you have some sort of baseline commitments across the portfolio that you have to meet in this area?
Do you find any affinity group or tool to be particularly helpful in this area? How do you think this group or tool could
be improved?

What was Withheld for Live Discussion

Does your fund make time to offer mentorship to first time entrepreneurs or junior team members? What ancillary
benefits does your fund offer to team members to promote inclusivity and a welcoming environment?

o Do you have some sort of baseline commitments across the portfolio that you have to meet in this area?
Do you feel that mentorship, career development, and efforts towards creating an inclusive environment have been
shown/offered to you? Do you feel that you could be better supported by the fund? How so?
Would you be open to broadening your strategy? What would a tool or group have to offer you such that you feel it is
mutually beneficial between your DEI efforts and fund mission?



APPENDIX E: QUESTIONS UTILIZED IN THE ICM
ADMINISTERED 2021 DEI SURVEY

Author’s Note: In order to keep the results as confidential as possible, only relevant questions from the
survey are listed.

e AUM Range? (multiple choice: $15M - $49M, $100M - $499M, $50M - $99M, $500M - $999M, $1B+)
e BIPOC partner/leadership team (fund)? (multiple choice: Less than 25%, 25%-50%, 50%-75%, more than
75%, not sure)

e Female partner/leadership team (fund)? (multiple choice: Less than 25%, 25%-50%, 50%-75%, more than
75%, not sure)

e BIPOC leadership (portfolio)? (multiple choice: Less than 25%, 25%-50%, 50%-75%, more than 75%, not
sure)

e Female leadership (portfolio)? (multiple choice: Less than 25%, 25%-50%, 50%-75%, more than 75%, not
sure)



APPENDIX F: DISTRIBUTION OF BIPOC PRESENTING
FOUNDERS BY IMPACT SECTOR

Percentage of BIPOC Presenting CEOs/Founders, divided by impact Percentage of BIPOC Presenting CEOs/Founders, divided by primary
sector N=21 impact sector, if the fund invests in multiple strategies. N=21
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APPENDIX G: DISTRIBUTION OF FEMALE PRESENTING
FOUNDERS BY IMPACT SECTOR

* %ceo founder * %ceo founder
T+ %ceo founder - %ceo founder

Percentage of Female Presenting CEOs/Founders, divided by impact Percentage of Female Presenting CEOs/Founders, divided by
sector N=21 primary impact sector, if the fund invests in multiple strategies.
N=21

Bedford 2023 47



APPENDIX H: SURVEY QUESTION RESULTS

When/if your team discusses DEI for the internal team demographics, what aspects do you focus
on?
5 responses

Gender Representation 5 (100%)

Racial Representation 5 (100%)

LGBTQIA+ Representation 3 (60%)

Personal Background (Commu. .. 3 (60%)
Professional Background (inclu...
Physical Ability 1(20%)

Neurodivergence

Bedford 2023

When/if your team discusses DEI for the portfolio company leadership demographics, what

aspects do you focus on and track?
5 responses

Gender Representation 5 (100%)

Racial Representation 95 (100%)

LGBTQIA+ Representation

Personal Background (Commu... 2 (40%)

Professional Background (inclu... 2 (40%)

Physical Ability

Neurodivergence
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