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WHAT IS A DIVERSE MANAGER?

Emerging managers are not synonymous with diverse managers. Though the two categories 
overlap, they are not identical.

Emerging 
Manager

Diverse 
Manager

Definition varies
across asset classes

Based on 
Investment Stage

Definition same
across asset classes

Based on 
Firm Ownership

Source: CalSTRS - https://www.calstrs.com/files/376887876/INV-+052022-+Item4a.pdf

The California State Teachers’ Retirement System is now planning to formally define the term “diverse manager” 
and adjust their definition of “emerging manager.”
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HOW INVESTORS DEFINE DIVERSE

The criteria to qualify as a diverse manager varies across institutional capital allocators. However, core demographics 
(gender, ethnicity and sexual orientation) and firm ownership (> 25%) are consistent throughout most definitions. 

Diverse managers are firms owned by women or people of color who are traditionally 
underrepresented in the asset management industry.

Source: Chief Investment Officer - https://www.ai-cio.com/news/shundrawn-thomas-to-leave-northern-trust-asset-management/
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THE HISTORY OF DIVERSE MANAGERS
A 2021 Knight Foundation report studied diversity in the U.S.-based asset management industry, 
using a sample representing $82.24 trillion USD in assets under management (AUM). The analysis 
found that only 1.4% of total U.S.-based AUM in the sample was managed by diverse-owned 
firms as of September 2021.

Source: Knight Diversity of Asset Managers Research Series: Industry
https://knightfoundation.org/wp-content/uploads/2021/12/KDAM_Industry_2021.pdf 4



REPRESENTATION OF DIVERSE- AND WOMEN-
OWNED AUM HAS INCREASED IN RECENT YEARS

Figures 4 and 55 reveal some promising trends in diverse representation across asset classes. Namely, the representation of 
minority- and women-owned AUM has generally increased in recent years. This is encouraging, particularly given that the size of 
these asset classes overall has grown. This suggests that not only is diverse representation improving, but diverse-owned AUM is
increasing even more than non-diverse- owned AUM across asset classes .

Source: Knight Diversity of Asset Managers Research Series: Industry
https://knightfoundation.org/wp-content/uploads/2021/12/KDAM_Industry_2021.pdf 5



PENSIONS ARE INCREASING ALLOCATIONS TO 
DIVERSE MANAGERS
U.S. pension funds are allocating more to diverse money managers and taking more steps to 
measure how their assets are allocated and articulate formal policies on their processes.

• Recently, Pensions & Investments surveyed the top 200 U.S. retirement plans regarding defined benefit plan assets 
managed by money management firms owned by women, minorities, people with disabilities and veterans. As of Sept 
30, respondents said a total $120.7 billion was managed by WMDV-owned managers, up from $68.4 billion a year 
earlier, according to P&I data. 

Some notable corporate and public pensions with diverse and emerging manager programs are as follows: 
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COMMON MYTHS IN DIVERSE MANAGER SELECTION

Myth #1

Myth #2

Myth #3

Diversity comes at a cost to performance

Diverse managers are the same as small and emerging managers

Diverse managers are hard to find

Diverse managers lack experience and expertise

Diverse managers exclusively invest in diverse entrepreneurs rather 
than the broad market

Myth #4

Myth #5

Myth #6 Employee Retirement Income Security Act (ERISA) restricts
considering racial, ethnic, and gender diversity 
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6.4X7.8X

MYTH #1: DIVERSITY COMES AT A COST TO 
PERFORMANCE

The Reality
NAIC member firms produced 
higher net IRRs than the Burgiss
Median Quartile in 76.5% of the 
vintage years studied (1998 – 2020)

NAIC member firms outperformed 
the Burgiss median in 83.3% of the 
periods measured on net MOIC 
(1998 – 2020)

Hedge funds managed by diverse-
owned firms typically perform as 
well as non-diverse funds

Minority-owned hedge funds 
represented 27.8% of top quartile 
performers

Women-owned hedge funds 
represented 24.4% of top quartile 
performers 

Source: Examining The Returns: The Financial Returns of Diverse Private Equity Firms, 
NAIC in collaboration with Aon, October 2021. Source: Diversifying Investments: A study of ownership diversity in the asset management industry; 

commissioned by John S. and James L. Knight Foundation; research led by Professor Josh Lerner 
(Harvard Business School) and Bella Research Group; May 2017  

23.0X
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MYTH #2: DIVERSE MANAGERS ARE THE SAME AS 
SMALL AND EMERGING MANAGERS

The Reality

Diverse/ underrepresented managers are women or people of color who are 
traditionally underrepresented in the asset management industry. 
Diverse managers range across all AUM sizes, breadth of experiences, 
investment tract record, and more. 

157
MEMBER 

FIRMS

1,407
PORTFOLIO 
COMPANIES

$562
BILLION

AGGREGATE
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$92
BILLION
LARGEST

MEMBER AUM

723
THOUSAND 

PORTCO 
EMPLOYEES
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MYTH #3: DIVERSE MANAGERS ARE HARD TO FIND

The Reality

GCM Grosvenor has an active universe of 775+ of women- and 
minority-led private equity firms. Investments span across all 
industries, strategies (Private Equity, Infrastructure, Absolute 
Return, Real Estate, Credit and other multi-asset opportunistic 
investments). Since 2002, GCM has invested more than $9.8bn 
in institutional dollars across its diverse manager platform.

NAIC has over 150+ member firms ranging across various asset 
classes and diversified industries
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FIRMS

8
FUND OF 
FUNDS

15
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GROWTH & 
EXPANSION 

FIRMS

23
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INVESTMENT 

MANAGEMENT 
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11
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 DIVERSE! AND 
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PRIVATE 
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MYTH #4: DIVERSE MANAGERS EXCLUSIVELY 
INVEST IN DIVERSE ENTREPRENEURS

The Reality
NAIC member portfolio companies specialize in a wide range of industry sectors. These companies hire 
employees in healthcare, restaurants and hotels, retail, software and more. 

NAIC members invest in companies that employ 554,688 in the United States and over 723,749 employees 
globally. 

NAIC private equity members alone are invested in over 1,293 portfolio companies and are founder agnostic. 

The reality is that they seek targets with operational upside and market upside to return value to their investors.
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MYTH #5: DIVERSE MANAGERS LACK EXPERIENCE 
AND EXPERTISE

The Reality

Diverse managers have graduated from top universities, gained experience at leading 
investment firms, and launched their own firms with experienced teams and track records.

DIVERSE INVESTORS
SPIN-OUT OF PE FIRMS

INSTITUTIONAL INVESTORS
COMMITMENTS

ESTABLISH 
TOP-QUARTILE FUNDS
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MYTH #6: EMPLOYEE RETIREMENT INCOME SECURITY 
ACT (ERISA) RESTRICTS CONSIDERING RACIAL, 
ETHNIC, AND GENDER DIVERSITY 

The Reality

The Department of Labor (DOL) guidelines issued in October 2015 clarify that environmental, social, and 
governance (ESG) factors “‘may have a direct relationship to the economic value of investments’ and 
therefore may be considered in a fiduciary’s primary economic analysis of plan investments.”

New York City Public Pension Funds, requires all prospective managers in private and public markets that 
undergo due diligence to complete a Diversity Profile and answer diversity and MWBE-related questions 
in the Due Diligence Questionnaire.

Beginning, March 1, 2023, the $481.2 billion California Public Employees' Retirement System, 
Sacramento, and the $318.4 billion California State Teachers' Retirement System, West Sacramento,
will be required to submit an annual report on the status of certain objectives and initiatives, as defined
by each pension plan board, regarding their investments with emerging or diverse money managers.
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BEST PRACTICES FOR EMERGING MANAGER 
PROGRAMS

INVESTMENT OBJECTIVES/GUIDELINES SOURCING & EVALUATION
§ Inclusion of funds and co-investments

§ Ability to invest in 1st time funds and Re-ups
§ Achieve vintage year diversification across a minimum of three years

§ Meaningful commitments to facilitate preferred economics when prudent

§ Balance J-curve mitigation strategies with potentially outsized alpha generation opportunities

§ Flexibility to consider GP seeding or warehousing of deals to deepen relationships with select managers

§ Flexibility to co-investment with fundless sponsors to help aide in their track record development

§ Open door policy; large universe facilitates high selectivity

§ No first time investors with a focus on investing with experienced principal investors only

§ Establish systematic approach to sourcing spin-out teams

§ Openness to “imperfect stories” for best of breed managers

§ Restrict investments to managers who have demonstrated upper quartile performance

§ Negotiate access to subsequent funds at time of initial commitment

§ Ensure access to data from large number of funds for team attribution analysis

PORTFOLIO CONSTRUCTION & DEVELOPMENT OUTREACH
§ Appropriate balance of 1st time funds vs Re-ups
§ Prioritize early investments in seeded portfolios with strong managers (alleviated blind pool risk) vs. first 

close commitments
§ Balance sector specialists vs. generalists
§ Limited venture capital exposure due to higher loss ratios and longer duration

§ LP Staff / advisor visibility at relevant conferences and industry events
§ Close collaboration with key industry associations (i.e. NAIC, NAA, etc.)
§ Communication of clear path and criteria for GP transition to direct/main portfolio commitment

Source: 
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AVANCE INVESTMENT MANAGEMENT CASE STUDY
Company Type Private Equity Fund

Investment Focus
Avance specializes in control-oriented growth buyout situations in the Services and Consumer 
industries, with a special focus on founder-owned companies, consolidation strategies and 
companies benefiting from demographic trends, including the growth in the US Hispanic market. 
Avance primarily targets companies with $25-250mm of Revenue and $10-25mm of EBITDA. 

Contact Name, Title 
Email, Phone

David Perez, Co-Founder & Managing Partner 
dperez@avanceinv.com Tel: 917-734-8085      

AUM

Principal Name(s), Title(s) David Perez, Managing Partner; Luis Zaldivar, Managing Partner; John Civantos, Senior 
Partner; Erik Scott, Partner; & Gretchen Perkins, Partner   

Year Established 2020

Investment Team 
Experience

The Partners of Avance have over 100 years of collective private equity experience and a deep background investing in 
founder transitions (aiming to be the first institutional capital), consolidating fragmented segments of the market and 
investing behind strong secular trends, including demographic shifts within the US market. Avance’s team consists of 
19 experienced professionals with deep functional expertise based in Avance’s offices in New York City and Miami.

Current Fund Name, Target 
Size, Anticipated Final 
Closing Date

Avance Investment Partners, L.P. 

$964mm Target Industries Services and Consumer 
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CLEARLAKE OUTSIZED RETURNS CASE STUDY: 
PROVATION SOFTWARE, INC

https://clearlake.com

Headquartered in Minneapolis, Provation is a provider of clinical productivity software serving 5000+ health 
systems in the U.S.

Clearlake has specialized experience in healthcare IT, managing more than $3B in the subsector

Clearlake led a number of value-add initiatives at Provation, including launching a cloud SaaS platform, increasing 
recurring revenue

Through organic growth and four add-on acquisitions, Provation revenue and EBITDA grew 40% and 115% 
respectively, since initial investment in March 2018

Clearlake generated more than 21x gross MOIC1 through a sale to a strategic buyer Fortive (NYSE: FTV) in a 
$1.4B transaction in 2021

1As of 12/31/2022, Clearlake Capital Partners V generated 3.9x Gross MOIC and 
65.1% Gross IRR (3.2x Net MOIC and 57.7% Net IRR). 16



ACTION STEPS FOR SUCCESSFUL UTILIZATION OF 
DIVERSE MANAGERS

Understanding the Current State 
of Your Institution

Building Support from Trustee, 
Board, and Staff Leadership

Creating a Clear Mission and 
Commitment to Investing with 
Diverse Managers

Sourcing Qualified Diverse 
Managers and Firms

Step 1

Step 2

Step 3

Step 4

Working with Investment 
Consultants

Ensuring
Accountability

Sharing Your Success and 
Experience

Step 5

Step 6

Step 7
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SUMMARY

LPs can build strong diverse and emerging manager programs by building 
intentional policies and processes to measure and increase asset 
allocation to minority- and women-led firms

Diverse managers are active across the entire investment universe, asset 
classes, sectors and strategies

Diverse managers are over-represented in the upper-quartile of their peer 
group with many outperforming their respective benchmarks

Diverse managers hold degrees from elite institutions, have experience at 
top organizations, and have launched firms comprised of world-class 
professionals with excellent track records

Building partnerships with diverse managers can create lasting impact 
while generating superior returns
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QUESTIONS?
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THANK YOU!

STAY CONNECTED!
Web  //  https://naicpe.com      
Email  //  info@naicpe.com

Robert L. Greene
President & CEO  //  rgreene@naicpe.com

Carmen Ortiz-McGhee
Chief Operating Officer  //  com@naicpe.com

Nia White
Capital Access Advisor  //  ngandy@naicpe.com

Marissa Mahoney
Director of Partnerships & Alliances //  mmahoney@naicpe.com


