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Introduction
This fourth edition of our Private Equity ESG Survey arrives at a particularly
interesting juncture for the industry. As our recent U.S. and European PE
Breakdowns have detailed, the buyout cycle is finally slowing. In addition, more
than ever, PE firms are being confronted with the importance of sustainable,
responsible investment theses. There is still mixed opinion among smaller PE
firms—judging by our most recent survey results—as to the best methods of
adoption/implementation or the necessary levels of attention paid to ESG topics,
but it’s clear they must be considered. More and more companies and firms
are embracing transparency as to their business practices, driven by consumer
demand for visibility in areas such as farming and energy production. Calls for
diversity are growing more strident. Whatever the motivation, cyberattacks or
even leaks of clandestine files such as Mossack Fonseca’s are proving that any
digital barricade can be penetrated, paving the way for any type of perceived
corporate chicanery to potentially be exposed. In short, some firms are already
integrating ESG consideration into standard processes. Many still aren’t,
testifying to how the PE industry may remain dubious as to the necessity of
official programs and implementation. But as further clarity around the value
provided by ESG-prioritizing investments is achieved, increasing adoption is
likely.
Just one last note: this survey was conducted from January to April 2016, and
according to our new reports naming convention, will be titled with respect to
the datasets’ timeframe. Hence the lack of 2015 data in the following charts.
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RR Donnelley is the world’s largest integrated communications
company. The company works collaboratively with more
than 60,000 customers worldwide to develop custom
communications solutions that reduce costs, drive top-line
growth, enhance ROI and increase compliance. Drawing on a
range of proprietary and commercially available digital and
conventional technologies deployed across four continents, the company employs a
suite of leading Internet based capabilities and other resources to provide pre-media,
printing, logistics and business process outsourcing services to clients in virtually every
private and public sector. Our Corporate Responsibility Report is available at www.
rrdonnelley.com.
Our Venue® secure online workspace provides a powerful feature-set and an intuitive
design that allows you to easily organize, manage, share and track all of your sensitive
information. Venue® data rooms provide complete control, allowing you to manage who
has access to your data room, which documents they see, and how they can interact with
those documents.
Venue® data rooms are backed by RR Donnelley, a $10.5 billion corporation with more than
500 locations and nearly 60,000 employees worldwide. RR Donnelley’s total revenues are
larger than all other virtual data room providers combined. Whether you’re conducting due
diligence for a merger, raising capital, or developing a document repository, a Venue® virtual
data room is the ideal virtual workspace for managing critical information.
RR Donnelley is the sponsor of the PitchBook 2016 Private Equity ESG Survey. All information contained
in this publication is for informational purposes only and should not be construed as legal, accounting,
tax, or other professional advice of any kind, on any subject matter. RR Donnelley expressly disclaims all
liability in respect to actions taken or not taken based on any or all the content herein.
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Participant Statistics
2016

2014

11

21

2013
37

2012
12

# of Respondents

2016

2014

2013

2012

33

45

67

41

2016 3

What is ESG?

2016 1

Environmental: waste, water, electricity,

2014 0

transportation fuel, toxic chemicals, paper

Social: diversity, human rights, supply
chain, employee engagement

G

overnance: policy, management
structure, board-level oversight
CSR: Corporate Social Responsibility
EDF: Environmental Defense Fund
GIIRS: Global Impact Investing Rating System
PEGCC: Private Equity Growth Capital Council
PRI: Principles for Responsible Investment
ILPA: Institutional Limited Partners Association

As our 2016 data skewed toward
smaller firms, responses changed
dramatically. Accordingly, this
report should be considered as
representative of smaller firms, not
the market as a whole, which is
better represented by prior years.
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Number of GP respondents by AUM
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ESG programs at PE firms
Smaller firms have yet to emphasize ESG as much as their larger counterparts

When it comes to survey data, a healthy degree of caution
must be noted given how many smaller firms, who may be
fairly young, responded. The most recent installment of
data, consequently, is more reflective of how smaller PE
firms are engaging with ESG issues as opposed to larger
fund managers. And, especially during the period when
this survey was administered, respondents from smaller
firms may well have had their attention colored by the
uncertainty that gripped (and still grips) global financial
markets. Even in normal environments, smaller firms often
simply have different priorities than big PE funds, and
when it comes to ESG topics, they appear to not be as
engaged as of yet. For example, European respondents with
AUM exceeding $5 billion rated ESG issues as much more
important. In addition, this edition of our survey garnered
a proportionally greater number of responses from North
America, which could skew results somewhat.
With those clarifications, our most recent survey results
were intriguing relative to prior surveys, which indicated
more general GP opinion. Our respondent pool exhibited a
reversal of the proportion with ESG management programs.
Also, as indicated by the breakdown of ESG initiatives by
age, it may not be so much a lack of ESG consideration
as a lack of official programs dedicated solely to ESG.
Many firms have begun or have already incorporated
ESG considerations into typical processes. Hence the
still-healthy level of positive responses when it comes to
increased heed paid to ESG issues in the future.

It’s clear that in North America, there was a wave of early
adopters, dating to around the time KKR and other flagship
firms publicized their own ESG efforts and Corporate
Sustainability Report, among other initiatives. When firms
at the smaller end of the AUM range will follow suit remains
unclear, although it’s likely they will sooner or later, given
the nature of the pressures to do so.
GP Q1: Does your firm have an ESG management
program?
100%
No
80%
No; but we
have plans to
create one

60%

40%

No; it is
currently in
development

20%
Yes
0%
2012

2013

2014

2016

North Europe
America
Source: PitchBook

GP Q3: When did your firm start actively
implementing ESG initiatives?

GP Q7: Do you plan to increase your attention to ESG
issues in the future?

100%

100%
Do not have ESG
initiatives

80%

80%

Less than 1 year
ago

60%

60%

No

40%

Yes

1-2 years ago
40%
2-5 years ago
20%
More than 5 years
ago

0%
2012

2013

2014

2016

North Europe
America
Source: PitchBook

20%

0%
2012
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What is driving PE efforts when it comes to ESG?
Perhaps the most interesting shift in the chart below is
how respondents from smaller firms rated the influence of
LPs when it came to ESG efforts, relative to what survey
takers from bigger firms stated previously. Instead, we saw
surges in risk management, government regulation and
portfolio companies. It isn’t likely that LPs abandoned their
encouragement of ESG consideration wholesale. What’s
more probable is that given the makeup of this survey’s
population, it’s not giant institutions that are these funds’

LPs, but rather high net-worth individuals or family offices,
which may not yet be pushing for ESG consideration as
much yet. In addition, it’s not so much the influence of LPs
shrinking as the attention paid to managing general risks
is relatively weightier for smaller PE firms. This coheres
with the existence of an early wave of GP adopters of ESG
programs or initiatives that have, by now, incorporated
such considerations into standard processes. Hence the
prevalence of deliberation on ESG issues occurring during
due diligence.

GP Q8: What factors drive your ESG efforts? (multiple choices permitted)

80%
70%
60%

73%
71%

74%

71%
69%

63%
61%

2012
67%
64%
63%
61%
60%
55%

50%

2013

2016

47%
45%
43%
42%
42% 42%
39%
36%

40%

39%

39%

31%

30%

Source: PitchBook

2014

27%

24%

20%
14%

34%
27%

29%

29%

22%
21%

16%

37%

24% 24%

24% 24%
18%
15%
11%

16%

10%
0%
Environ. &
social

LPs

Risk mgmt Brand/Image Corporate
gov.

GP Q6: Have LPs expressed increased concern about
ESG in the last three years?

Portfolio
cos.

Gov't
regulation

Employee
interests

Cost mgmt Operations Competitors
eﬃciency

GP Q5: When do you consider ESG issues? (multiple
answers permitted)

100%

Fundraising
80%

Due diligence

60%

No

40%

Yes

Holding
period

2016
2014
2013

20%

2012

Exit
0%
2012

2013

2014

2016

0%

Source: PitchBook
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What needs to be included in an ESG program?
Cost becomes a much more significant factor for small firms

One of the more significant challenges facing ESG
promoters that was noted in the prior edition of this survey
was the difficulty of measuring effective performance. It’s
easy to sympathize with that complaint: After all, one can
measure the impact of a recycling program, but is there an
objective set of criteria for measuring diversity? When it
comes to corporate governance, it’s more the absence of
problems that testifies to success than anything else. So, it’s
unsurprising to see the lack of effective metrics once again
account for the largest portion of responses concerning
challenges. Cost skyrocketed, however, which is tied to the
number of respondents that indicated their firms had AUM
of less than $500 million. The smaller the scale of the firm,
the more difficult it is to devote resources to consideration
of ESG issues, as the type of value that could be added may
not be prioritized. Consequently, we have seen an increase
in responses indicating outlining ESG philosophy in limited
partnership agreements (LPAs) as very important. When
resources are limited, expectations must be set at the very
start. In line with that increase, there’s still a fairly healthy
portion of survey takers highlighting the importance of
monitoring the success of ESG initiatives, and the variance
between how bigger firms responded last year and current
survey takers is significant. That split between emphasis at
the LPA and implementation level speaks to how, for many
in the PE industry—particularly in North America—the true
value of ESG consideration has yet to be proven.

That is, at least, at the investor level. Given the rise in
those stating it is important for portfolio companies to
develop a CSR, smaller GPs seem to be incorporating ESG
consideration at a portfolio level at a considerable rate.

GP Q5: What is the biggest challenge for ESG
programs & initiatives?
2016
8%

Eﬀective metrics to
monitor
performance

3%

2014
6%
4%

Implementation
38%

8%

28%

51%

Cost

31%
Employee
participation
23%

Other
Source: PitchBook

GP Q6: How important are the following factors when developing an ESG program?

100%
80%
60%
40%
20%
0%
'12 '13 '14 '16 '12 '13 '14 '16 '12 '13 '14 '16 '12 '13 '14 '16 '12 '13 '14 '16 '12 '13 '14 '16 '12 '13 '14 '16
Hiring in-house
Requiring
Outlining ESG Engaging outside
ESG professionals portfolio cos. to philosophy in LPA
ESG experts
develop a CSR
report
Essential

Very important

Important

Using industry
guidelines

Somewhat important

Developing ESG
mgmt program at
ﬁrm level

Monitoring
success of ESG
initiatives

Unimportant
Source: PitchBook
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How to share your firm’s ESG story
Cynics may be inclined to scoff at firms publicizing their
ESG efforts as merely opportunistic marketing, but that’s
missing the point. Effective marketing is essential to any
business, and for PE fund managers in the business of
raising and investing capital, employing consideration of
ESG issues as a differentiator among the competition is
simply a potentially useful stratagem. Hence the rise in
the production of corporate social responsibility reports,
which, if used effectively, can prove how important a
particular firm’s ESG efforts are and why they set that
firm apart. It’s interesting to note that North American
GPs seem to produce far more CSRs, relatively speaking,

GP Q3: Does your firm produce a corporate social
responsibility report (CSR)?
100%

80%

60%
No

but that is more due to differences in documentation and
procedures. Regardless, CSRs on the part of firms and
portfolio companies can be useful tools, particularly in an
era of high transparency. Customers in general are growing
accustomed to a higher degree of empowerment, and being
able to clearly show to not only multibillion-dollar asset
managers but also small investors or even lowly market
analysts that one’s ESG programs are effective is well worth
the while.

Creating the CSR Report
Who
The audience for a PE firm’s CSR report will obviously
vary depending on the firm’s size and level of public
visibility, but the most crucial audience for all PE firms
will no doubt be LPs. For firms that put in the effort
to develop an ESG program, it is imperative to clearly
articulate what the program is accomplishing to both
current and potential investors. The CSR report is the
ideal format for this and should include everything from
high-level ESG philosophies to specifics on how ESG
performance is measured and how it impacts the firm’s
investments.

40%
Yes
20%

0%
2012

2013

2014

2016

North
America

Europe
Source: PitchBook

Examples of CSR Reports
All PE firms will take a different approach when it comes to
crafting the CSR report. Some produce it as a standalone
publication while others incorporate it with their annual
review. Here are some examples of how prominent PE firms
or LPs share their ESG stories:
KKR: ESG and Citizenship Report
Carlyle: Corporate Citizenship
CalPERS: Toward Sustainable Investment

What
The actual content of the CSR report will vary from
firm to firm, but there needs to be substance. PE firms
that include quantitative results in their CSR report
differentiate themselves from those that simply have
nice photos. Key details all firms should consider in their
CSR report include:
•
•
•
•

Objectives of the ESG program
General approach to ESG issues
How ESG performance is measured
Updates on specific ESG initiatives at both portfolio
companies and the firm itself

When and Where
Most firms produce a CSR report on an annual basis, but
LPs appreciate a high level of communication from their
GPs—and increasingly demand it, judging by anecdotal
evidence and investor sentiment. As such, it would also
be wise to include ESG updates in quarterly reports.
Making the CSR report easily accessibly online allows
potential future investors, acquisition targets, media
outlets and other interested parties to see the firm’s
commitment to ESG issues.
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Staying current with ESG developments
ESG Groups & Programs
PRI: Developed by a group of international institutional investors in conjunction with the United Nations, the PRI is a set of six
principles that guide the investment decisions for nearly 1,400 signatories. Currently, the PRI is reviewing its objectives, while its
Task Force on Climate-related Financial Disclosures has recently released its first report.
PEGCC Guidelines for Responsible Investment: PEGCC, the main lobbying group for the PE industry, developed its Guidelines for
Responsible Investment through a collaboration with institutional investors around the world and the PRI. The Guidelines serve as
a starting point for PE firms that are developing ESG programs.
ILPA Private Equity Principles: Endorsed by more than 240
investors, the ILPA’s Private Equity Principles provide a
blueprint for GPs and LPs to align their ESG efforts. ILPA has
also recently released its Fee Reporting Template, which only
testifies to increasing emphasis on transparency.

GP Q17: How do you stay abreast of developments in
ESG? (multiple answers permitted)
Forums, case studies
and industry events
Industry guidelines

ESG Disclosure Framework: Over the course of 16 months,
a group that included 20 PE associations, 10 prominent
GPs and dozens of LPs from 11 countries came together to
create the ESG Disclosure Framework. Published in March
2013, the document is centered around ESG disclosures in
PE investments, outlining five objectives relating to fund due
diligence and three pertaining to disclosures during the life of
the fund.

Independent research

Outside consultants
2016
2014

In-house experts

2013
2012

We don't

PEI Responsible Investment Forum: The forum, which is cohosted by the PRI, informs PE firms on ESG strategies that can
be employed to develop better portfolio companies.

0%

20%

40%

60%

80%

Source: PitchBook

GP Q18: Which ESG-related groups or programs do you belong to, endorse or participate in? (select all that apply)

70%
59%

60%
GPs

50%

LPs

Source: PitchBook

38%

40%
30%
20%

25%
14% 13%

14%

13%

10%

9%

13%

5%
0%

0%
UN PRI

ILPA PE
Principles

9%

13%

5%
0%

PEGCC
Environmental
Responsible Defense Fund
Investment
Guidelines

0%
Global
Reporting
Initiative

Business for
Social
Responsibility
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ESG at portfolio companies
GPs focusing more at portfolio company level

When it comes to portfolio companies, how firms of
different sizes prioritize ESG issues is very intriguing. Over
40% of respondents indicated that they either require or
are working toward portfolio companies developing CSRs.
At the same time, more respondents than ever indicated
that paying heed to ESG issues when enhancing operations
at portfolio companies was only somewhat important
or altogether unimportant. The typical split between
North America and Europe was evidenced, as was private
investors’ regard for public markets’ scrutiny, given the
breakdown by exit types.
This could be ascribed to the fact that many smaller GPs
still have yet to adopt official ESG programs or initiatives,
and, particularly in the current dealmaking environment,
do not seem overly concerned with such matters when
enhancing portfolio companies’ value. Once again, it must
be reiterated that since this survey’s population is skewed
toward the smaller end of the AUM range, many smaller
firms simply don’t have the resources to prioritize what
they may perceive as secondary concerns—although more
are working toward encouraging development of CSRs.
As time goes on, it’s probable that more low-hanging fruit,
such as focus on diversity hires or installation of energy
usage monitors, may become more prevalent. Comparing
current survey results to prior years yields the conclusion
that eventually the whole PE market will likely prioritize

ESG matters more in the future, at the least moving toward
rates seen in previous survey numbers. It’s more than likely
that will happen first at the portfolio company level, where
business that are best positioned to take on any expenses
or additional administrative burdens should be able to
handle the load.
GP Q12: How important are ESG issues when
implementing operational improvements at a portfolio
company?
100%
Unimportant
80%
Somewhat
important
60%
Important
40%
Very important
20%
Essential
0%
2012

2013

2014

2016

North Europe
America
Source: PitchBook

GP Q13: How important are ESG issues when exiting a
company via:

GP Q14: Do you require portfolio companies to
develop a CSR report?

100%

100%
Unimportant

No
80%

80%
Somewhat
important

60%

60%

Important
40%

No; but
currently
working
towards it

40%
Very important

20%

20%
Yes

Essential
0%

0%
Corporate
acquisition

Secondary
buyout

IPO

2012

2013

Source: PitchBook
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The uptick in firms requiring philanthropic and/or volunteer
programs at portfolio companies in this survey edition
aligns with that thesis, as such programs are relatively costeffective and more immediately generate value in terms
of positive publicity and community orientation. As of yet,
the lack of firms compelling their holdings to use systems
approach speaks to how smaller firms have not yet adopted
ESG in a comprehensive fashion. Their ESG engagement
simply hasn’t evolved into a set of industry standards—not

Commonly used
ESG rating systems

that there is a universal set of standards yet acknowledged
as such, of course. Many state that it needn’t, emphasizing
how each particular investment situation is unique and
requires tailored solutions to ESG problems. There’s
something to be said for both sides of that argument,
although it must be stated that a framework of sorts, such
as a systems approach, could prove most useful when
tackling such an interconnected range of issues as those
found in ESG.
GP Q15: Do you require portfolio companies to
use a systems approach to manage environmental
performance?
100%

International Organization for
Standardization (ISO)

No

80%

Recognized as an international leader in voluntary
standards systems, ISO standards address
a vast array of ESG issues, including energy
and environmental management and social
responsibility. ISO develops its standards through
a consensus process that draws on experts and
industry professionals from around the globe.
The organization has published more than 19,500
International Standards since its inception in 1947.
Global Impact Investing Rating System (GIIRS)
Initiated as a project by B Lab, an independent
non-profit organization, GIIRS assesses the
social and environmental impact of both funds
and individual companies. GIIRS utilizes thirdparty documentation and ratings methodologies
developed by an independent Standards Board.
One of the biggest advantages to using a thirdparty system is that it addresses the diverse nature
of companies and funds by evaluating them on a
range of criteria pertaining to specific industries,
impact areas and investor preferences.

60%
Yes; other
cert.

40%

20%

Yes; ISO cert.
required

0%
2012

2013

2014

2016

North Europe
America
Source: PitchBook

GP Q16: Do you have philanthropic and/or employee
volunteer programs at your portfolio companies?
100%
No
80%

60%

Impact Reporting and Investment
Standards (IRIS)

40%

Developed by the Global Impact Investing Network
(GIIN), IRIS is a catalog that offers standardized
metrics that can be employed to measure social,
environmental and financial performance. Some
of the specific variables that IRIS can help
quantify include: governance, social policies,
employee training, greenhouse gas emissions and
biodiversity.

20%

Yes; they are
encouraged but
not required

Yes; they are
required

0%
2012
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Limited partner perspectives
When it comes to smaller GPs, the role of LPs shifts considerably
LPs have been key drivers of GP attitudes and actions with
regard to ESG issues. Even if the most recent survey results
indicate how the LPs of smaller GPs may have different
priorities, their role in shaping investor attitudes remains
crucial. Accordingly, the results below show how for now
those LPs do not currently accord ESG the same emphasis
as LPs overall. The stark increase in the percentage of
respondents indicating their focus has stayed the same,

coupled with the decrease in perceived importance of ESG
issues when committing to GPs, indicate that currently
the LPs of smaller funds are prioritizing other matters.
Reversion to less attention paid to ESG doesn’t appear
likely, but rather, they are more focused on maintaining
current ESG efforts rather than continuing to ramp up. GPs
seem to be of a similar frame of mind when it comes to
LPAs, although they do consider it important, as we’ve seen
previously.

LP Q1: How important are ESG issues when evaluating
a GP and deciding to commit to a fund?

In the context of broader PE trends previously discussed,
this shift makes more sense. In uncertain times, investors in
small PE funds are likelier to exhibit risk aversion than their
larger counterparts, which could entail less of a focus on
sustainable investments. Granted, management of the risks
associated with insufficiently robust consideration of ESG
issues remains important, but on both the GP and LP fronts,
other risks are being considered as more important. The
timing of when this survey was administered must be noted
once again: In the first quarter of 2016, many investors were
understandably apprehensive for a variety of reasons. In
addition, the LPs of smaller funds may not be as concerned
with ESG matters, emphasizing shrewd deployment of
scarce resources in an uncertain economic climate. Even
if there is a growing air of calm, that only leaves PE fund
managers grappling with the same issues that bedeviled
them over the past few years.

100%
Unimportant
80%
Somewhat
important

60%

Important
40%
Very important
20%
Essential
0%
2012

2013

2014

2016
Source: PitchBook

GP Q5: How important are ESG issues when drafting
limited partnership agreements?

LP Q2: How has your focus on ESG issues changed in
the last three years?

100%

100%

Unimportant
80%

Stayed the
same

80%

Somewhat
important

60%

60%

Important
40%

Decreased
40%

Very
important

20%

20%
Increased

Essential
0%
2012

2013

2014

2016

0%

North Europe
America

2012
Source: PitchBook

13
P I TC H B O O K 201 6 P R I VAT E E Q U I T Y E S G S U RV E Y

2013

2014

2016
Source: PitchBook

S P O N S O R E D BY

Consequently, LPs of smaller funds seem to be either
committed to maintaining their ESG efforts made thus far,
or willing to decrease them as seen fit, if they did not prove
to add value. Of the areas LPs prioritize, it makes sense
that corporate governance and business integrity rank
highest, as the nature of the LP-GP relationship essentially
relies on that most heavily, particularly given the potential
opacity of fee structures and deployment of capital. LPs
may well be focused more on overall fee structures, given
how intense the debate around fee transparency has
been recently. Risk management and brand/image join
corporate governance when it comes to how LP-related
respondents view their investment decisions. As mentioned
earlier, some firms at the larger end, like Canada Pension
Plan Investment Board, are already essentially factoring in
LP Q3: How do you expect your focus on ESG issues
to change in the future?

ESG issues as part of their risk management, particularly
when it comes to sustainability measures, which become
even more crucial on a longer timescale. More institutions
of smaller size are likely acknowledging the importance of
such long-term thinking, and accordingly moving toward
it, albeit at a slower pace. Brand/image is a more obvious
benefit to consider, particularly when it comes to public
asset managers acting as LPs. Regardless of motives, it’s
clear that an increasing number of LPs are willing to back
managers with ESG programs over those who have none,
even if performance suffers—granted, to a minor degree. In
the end, LPs do remain perhaps the most important drivers
of GP adoption of ESG initiatives or programs, so if such a
trend continues, the PE industry is likely to see gradual if
glacial change.
LP Q4: What areas are you most concerned about
when it comes to ESG?
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LP Q6: Why does ESG matter in your investment
decisions? (multiple choices permitted)
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LP Q7: Would you rather commit to a GP with no ESG
program but top-quartile performance or a GP with a
strong ESG program and slightly lower performance?

Risk management

100%

Brand/Image
Environment/social consciousness

80%

Corporate governance

No ESG program
& higher
performance

60%

Government regulation
Employee interests

40%

2016

ESG program &
lower
performance

2014

Competitors

2013

20%

2012

Other

Source: PitchBook

It doesn't

0%
0%

20%

40%

60%

80%

100%

2012

2013

14
P I TC H B O O K 201 6 P R I VAT E E Q U I T Y E S G S U RV E Y

2014

2016

Source: PitchBook

YOUR JOURNEY TO STRONGER
RETURNS STARTS HERE
The PitchBook Platform for private equity
• Strengthen your LP relationships
• Build a better portfolio

With data on:
Companies
Investors
Deals

• Exit efficiently and successfully

M&A

• Elevate your firm with award-winning technology

Limited partners
Funds
Financials
Advisors
People

Request a free trial
demo@pitchbook.com
US +1

206.623.1986

UK +44

(0)207.190.9809

pitchbook.com

Contact PitchBook
pitchbook.com
RESEARCH
reports@pitchbook.com
EDITORIAL
editorial@pitchbook.com
SALES
sales@pitchbook.com

