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In March we celebrated International Women’s 
Day, and Women’s History Month; in recognition, 
we wanted to address the subject of diversity, and 
how we approach engaging on it. Across the globe, 
stakeholders are pushing employers for greater 
transparency and accountability for diversity, 
equity and inclusion (DE&I), with heightened 
expectations for specific targets, concrete action 
plans and demonstrable improvement.

The business case. 
McKinsey’s 2020 report, “Diversity Matters: How Inclusion 
Wins,” finds that companies in the top quartile for gender 
diverse executive teams were 25% more likely to have above-
average profitability than companies in the fourth quartile.1 
According to Boston Consulting Group research, companies 
with above-average diversity on their leadership teams 
generated higher revenue from innovation—19 percentage 
points more than at companies with homogenous leadership 
teams—and delivered higher EBIT margins.2 Research by 
MSCI found that boards with higher levels of gender diversity 
tend to experience fewer instances of business misconduct, 
such as corruption, bribery and fraud.3
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1 McKinsey & Company, Diversity Wins: How Inclusion Matters, 2020. 
2 Rocío Lorenzo, Nicole Voigt, Miki Tsusaka, Matt Krentz, and Katie Abouzahr, 
‘How Diverse Leadership Teams Boost Innovation’, BCG, 2018. EBIT = 
earnings before interest and taxes
3 Linda-Eling Lee, Ric Marshall, Damion Rallis, and Matt Moscardi, Women 
on Boards: Global Trends in Gender Diversity on Corporate Boards, MSCI 
ESG Research, 2015.
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The findings are equally compelling for ethnic and cultural 
diversity. McKinsey’s study found that the most ethnically 
diverse executive teams outperformed the least diverse executive 
teams by 36% in terms of profitability in 2019. In fact, according 
to its analysis, there continues to be a higher likelihood of 
outperformance difference with ethnicity than with gender.4

Testing for DE&I is hard. The lack of data is a real problem.
Shifting goal posts, national differences and varying regional 
regulatory developments all contribute to the complexity of 
pinning down what can be measured. For example, gender 
pay gap (GPG) data in the U.K. is useful insofar as it provides 
a high-level overview of gender inequality, but its lack of 
granularity and limitation in scope makes it difficult to diagnose 
why pay disparities exist. In the U.S., while companies are 
required to report intersectional diversity data captured by 
the mandatory Employer Information Report (EEO-1), only 
a handful of companies disclose this information publicly.5 
Making things even harder, in many countries it is illegal 
for companies to ask employees to disclose their race and/or 
ethnicity, and many don’t have GPG reporting requirements.

The fact is women and minorities are underrepresented 
at senior levels of most companies and in the broader 
workforce across many industries. 
Other than the obvious negative impact on human capital 
development for women, there’s the economic issue: the pay 
gap. The World Economic Forum 2021 “Global Gender Gap 
Report” shows the global wage gap is currently 37%, while the 
income gap (the ratio of the total wage and non-wage income of 
women to that of men) is close to 51%.6

It’s not just gender. 
Black, Asian and other minority ethnic groups are typically 
underrepresented throughout organisations, and most acutely 
at senior levels. According to a study by Mercer, in the U.S., the 
most dramatic decrease in representation is among Black/African 
American employees, who make up 12% of support staff roles but 
account for a mere 2% of executive level positions.7

Taking the pulse. 
Of course, inclusion stretches beyond statistics and into culture. 
According to a global survey by Qualtrics, an “experience 
management” specialist, only 37% of workers say their company 
culture has improved since the beginning of the pandemic, 
implying 63% see no improvement or worse.8 Investing in 

“experience management” solutions helps managers and human 
resources leaders to listen to employees, allowing them to 
take insight-based action to improve employee experience and 
engagement. This goes beyond providing training to actively 
soliciting feedback and creating an environment of trust.

Incentivising for outcomes. 
According to research by Deloitte, reviewing proxy statements 
between February 2020 and January 2021, fewer than 40% 
of Fortune 100 companies incorporated environmental, social 
and governance (ESG) measures in their executive incentive 
plans. Of those that had, social metrics were the most frequent, 
followed by environmental.9 Within social, DE&I metrics were 
the most common—so it’s a relatively good start for DE&I—
but in an absolute context, most companies are yet to embrace 
environment and social (E&S ) incentives, meaning leadership 
lack accountability for delivery of DE&I objectives.

So how do we approach DE&I with our holdings? 
It is hard to get a view from the outside, so in our opinion, 
direct engagement with management is the best route. Our 
DE&I engagement checklist includes: 

• Has the company conducted a comprehensive pay equity and 
pay gap analysis?

• Does management align DE&I with executive compensation? 
If not, why? 

• Does the company have a hiring policy requiring a gender 
diverse slate of candidates for all leadership positions (e.g., 
30% must be female)? 

• Does the company have a hiring policy ensuring candidates 
are not required to disclose past pay information?

• Does the company have processes in place to ensure job 
descriptions are gender neutral?

• Does the company regularly train recruitment 
professionals and interviewers to focus on more inclusive 
recruitment efforts?

• Does the company actively develop female talent through a 
leadership development programme or equivalent? 

• Does the company provide sufficient flexible working and 
parental leave to both parents?

• Does the company use employee engagement surveys, and 
with what frequency?

4 McKinsey & Company, Diversity Wins: How Inclusion Matters, 2020.
5 According JUST Capital, as of September 2021, only 11% of Russell 1000 
companies disclosed publicly the type of intersectional data that could be 
found in an EEO-1 report. Emily Bonta, Mona Patni, ‘Companies Disclosing 
the Highest Level of Workforce Diversity Data – EEO-1 Report – Saw Higher 
2021 Returns’, JUST Capital, 2022.

6 World Economic Forum, Global Gender Gap Report 2021, Geneva, 2021.
7 Mercer, Let’s Get Real About Equality: When Women Thrive 2020 Global 
Report, 2020.
8 Qualtrics, ‘The Pandemic and Employee Experience’, Quartz/Qualtrics 
Study, 2022.
9 Deloitte, On the Board’s Agenda | US, April 2021. 

https://www.mckinsey.com/~/media/mckinsey/featured%20insights/diversity%20and%20inclusion/diversity%20wins%20how%20inclusion%20matters/diversity-wins-how-inclusion-matters-vf.pdf
https://justcapital.com/news/companies-sharing-eeo-1-data-saw-higher-returns/
https://justcapital.com/news/companies-sharing-eeo-1-data-saw-higher-returns/
https://justcapital.com/news/companies-sharing-eeo-1-data-saw-higher-returns/
https://www3.weforum.org/docs/WEF_GGGR_2021.pdf
https://www.mercer.com/our-thinking/next-generation-global-research-when-women-thrive-2020.html
https://www.mercer.com/our-thinking/next-generation-global-research-when-women-thrive-2020.html
https://www.qualtrics.com/research-center/quartz-qualtrics-study/?utm_lp=resource-card
https://www2.deloitte.com/content/dam/Deloitte/br/Documents/human-capital/Deloitte-ESG-executive-compensations.pdf
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Risk Considerations
There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the 
possibility that the market value of securities owned by the portfolio will decline. Market values can change daily due to economic 
and other events (e.g. natural disasters, health crises, terrorism, conflicts and social unrest) that affect markets, countries, companies 
or governments. It is difficult to predict the timing, duration, and potential adverse effects (e.g. portfolio liquidity) of events. 
Accordingly, you can lose money investing in this strategy. Please be aware that this strategy may be subject to certain additional 
risks. Changes in the worldwide economy, consumer spending, competition, demographics and consumer preferences, government 
regulation and economic conditions may adversely affect global franchise companies and may negatively impact the strategy to a 
greater extent than if the strategy’s assets were invested in a wider variety of companies. In general, equity securities’ values also 
fluctuate in response to activities specific to a company. Investments in foreign markets entail special risks such as currency, political, 
economic, and market risks. Stocks of small- and mid-capitalisation companies carry special risks, such as limited product lines, 
markets and financial resources, and greater market volatility than securities of larger, more established companies. The risks of 
investing in emerging market countries are greater than risks associated with investments in foreign developed markets. Derivative 
instruments may disproportionately increase losses and have a significant impact on performance. They also may be subject to 
counterparty, liquidity, valuation, correlation and market risks. Illiquid securities may be more difficult to sell and value than publicly 
traded securities (liquidity risk). Non-diversified portfolios often invest in a more limited number of issuers. As such, changes in the 
financial condition or market value of a single issuer may cause greater volatility. ESG strategies that incorporate impact investing 
and/or Environmental, Social and Governance (ESG) factors could result in relative investment performance deviating from other 
strategies or broad market benchmarks, depending on whether such sectors or investments are in or out of favor in the market. As a 
result, there is no assurance ESG strategies could result in more favorable investment performance.

• Does the company offer a “Returnship” programme for 
females following a career break? What is the return rate from 
parental leave? 

• U.S. companies: Is EEO-1 representation data disclosed? 
If not, why?

A focus on engagement leading to outcomes. 
With two of our global beverage companies, we have been 
pressing for some time to see the board diversify away from 
being all European to more representative of its underlying 
markets. We are pleased to see real change happening, given 
new appointments. 

On data, we engaged with one of our medical technology 
holdings to discuss a shareholder proposal—which we 
supported—calling for a report on racial justice and disclosure 
of EEO-1 gender and ethnic diversity data. Given the company 
reports EEO-1 data to the U.S. government, we questioned why 
it didn’t disclose it publicly. It now plans to disclose some EEO-
1 data as part of its new D&I report. 

With another holding, the world’s leading digital and 
management consultancy, we looked to understand how it 
expects to reach its targets of 50/50 workforce gender parity 
by 2025 and attain 30% women managing directors by 2025. 
To help get there, the firm targets that each of the U.S., the 
U.K. and South Africa operations have ethnic representation 

targets; the use of diverse candidate slates is standard, managers 
are accountable for promoting diversely and flexible working 
provisions are in place—all of which we applaud. However, 
we challenged the company with our concerns about working 
conditions in its content moderation business and we will 
continue to monitor this.

Where next? 
Along with pushing for data, better transparency, aligned 
incentives and credible pathways for change, our DE&I 
engagements also encourage our portfolio companies to consider 
how greater diversity links to business strategy. 

Closer to home. 
Like our holdings, we are on our own journey. Today, just under a 
third of the investors on the team are female, from none a few years 
ago, and 46% of the combined Investor and Portfolio Specialist 
team is female. Of our eight managing directors, three are female. 
Leading on DE&I, senior Portfolio Manager and Managing 
Director Bruno Paulson heads the MSIM EMEA Diversity Focus 
Council, Managing Director Laura Bottega steered MSIM to win 
the 2019 Investment Week Contribution to Diversity Award (U.K.) 
for promoting gender diversity within our business, and Executive 
Director Marte Borhaug, Head of Sustainable Outcomes, sits as 
Co-Chair of the 30% Club, the investor group encouraging U.K. 
firms to be more diverse and inclusive.
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IMPORTANT INFORMATION
There is no guarantee that any investment strategy will work under all 
market conditions, and each investor should evaluate their ability to invest 
for the long-term, especially during periods of downturn in the market. 
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the particular Strategy may 
include securities that may not necessarily track the performance of a 
particular index. A minimum asset level is required.
For important information about the investment managers, please refer 
to Form ADV Part 2.
The views and opinions and/or analysis expressed are those of the author 
or the investment team as of the date of preparation of this material and 
are subject to change at any time without notice due to market or economic 
conditions and may not necessarily come to pass. Furthermore, the views will 
not be updated or otherwise revised to reflect information that subsequently 
becomes available or circumstances existing, or changes occurring, after 
the date of publication. The views expressed do not reflect the opinions 
of all investment personnel at Morgan Stanley Investment Management 
(MSIM) and its subsidiaries and affiliates (collectively “the Firm”), and may 
not be reflected in all the strategies and products that the Firm offers. 
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns 
and market outlooks is based on the research, analysis and opinions of 
the authors or the investment team. These conclusions are speculative in 
nature, may not come to pass and are not intended to predict the future 
performance of any specific strategy or product the Firm offers. Future 
results may differ significantly depending on factors such as changes in 
securities or financial markets or general economic conditions.
This material has been prepared on the basis of publicly available information, 
internally developed data and other third-party sources believed to be 
reliable. However, no assurances are provided regarding the reliability 
of such information and the Firm has not sought to independently verify 
information taken from public and third-party sources.
This material is a general communication, which is not impartial and all 
information provided has been prepared solely for informational and 
educational purposes and does not constitute an offer or a recommendation 
to buy or sell any particular security or to adopt any specific investment 
strategy. The information herein has not been based on a consideration of any 
individual investor circumstances and is not investment advice, nor should it 
be construed in any way as tax, accounting, legal or regulatory advice. To that 
end, investors should seek independent legal and financial advice, including 
advice as to tax consequences, before making any investment decision.
Charts and graphs provided herein are for illustrative purposes only. Past 
performance is no guarantee of future results. 
The representative account has employed the investment strategy in a 
similar manner to that employed in the team’s separately managed accounts 
(“SMAs”) and other investment vehicles, i.e., they were generally operated 
in a consistent manner. However, portfolio management decisions made 
for such representative account may differ (i.e., with respect to liquidity or 
diversification) from the decisions the portfolio management team would 
make for SMAs and other investment vehicles. In addition, the holdings and 
portfolio activity in the representative account may not be representative 
of some SMAs managed under this strategy due to differing investment 
guidelines or client restrictions. 
The indexes are unmanaged and do not include any expenses, fees or sales 
charges. It is not possible to invest directly in an index. Any index referred to 
herein is the intellectual property (including registered trademarks) of the 
applicable licensor. Any product based on an index is in no way sponsored, 
endorsed, sold or promoted by the applicable licensor and it shall not have 
any liability with respect thereto.
This material is not a product of Morgan Stanley’s Research Department 
and should not be regarded as a research material or a recommendation. 
The Firm has not authorised financial intermediaries to use and to distribute 
this material, unless such use and distribution is made in accordance with 
applicable law and regulation. Additionally, financial intermediaries are 
required to satisfy themselves that the information in this material is 
appropriate for any person to whom they provide this material in view of 
that person’s circumstances and purpose. The Firm shall not be liable for, 

and accepts no liability for, the use or misuse of this material by any such 
financial intermediary. 
This material may be translated into other languages. Where such a translation 
is made this English version remains definitive. If there are any discrepancies 
between the English version and any version of this material in another 
language, the English version shall prevail.
The whole or any part of this material may not be directly or indirectly 
reproduced, copied, modified, used to create a derivative work, performed, 
displayed, published, posted, licensed, framed, distributed or transmitted 
or any of its contents disclosed to third parties without the Firm’s express 
written consent. This material may not be linked to unless such hyperlink 
is for personal and non-commercial use. All information contained herein 
is proprietary and is protected under copyright and other applicable law.
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.

DISTRIBUTION
This material is only intended for and will only be distributed to persons 
resident in jurisdictions where such distribution or availability would not 
be contrary to local laws or regulations. 
MSIM, the asset management division of Morgan Stanley (NYSE: MS), and 
its affiliates have arrangements in place to market each other’s products 
and services. Each MSIM affiliate is regulated as appropriate in the 
jurisdiction it operates. MSIM’s affiliates are: Eaton Vance Management 
(International) Limited, Eaton Vance Advisers International Ltd, Calvert 
Research and Management, Eaton Vance Management, Parametric 
Portfolio Associates LLC, Atlanta Capital Management LLC, Eaton Vance 
Management International (Asia) Pte. Ltd.
This material has been issued by any one or more of the following entities: 
EMEA: 
This material is for Professional Clients/Accredited Investors only. 
In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund 
Management (Ireland) Limited (“FMIL”). FMIL is regulated by the Central 
Bank of Ireland and is incorporated in Ireland as a private company limited 
by shares with company registration number 616661 and has its registered 
address at The Observatory, 7-11 Sir John Rogerson’s Quay, Dublin 2, D02 
VC42, Ireland. 
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) is authorised and regulated by the Financial 
Conduct Authority. Registered in England. Registered No. 1981121. Registered 
Office: 25 Cabot Square, Canary Wharf, London E14 4QA. 
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland. 
Outside the US and EU, Eaton Vance materials are issued by Eaton Vance 
Management (International) Limited (“EVMI”) 125 Old Broad Street, London, 
EC2N 1AR, UK, which is authorised and regulated in the United Kingdom by 
the Financial Conduct Authority. 
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM FMIL 
(Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 1 1096HA, 
Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de Monceau 75008 
Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle Serrano 55, 28006, 
Madrid, Spain. Germany: MSIM FMIL Frankfurt Branch, Große Gallusstraße 
18, 60312 Frankfurt am Main, Germany (Gattung: Zweigniederlassung (FDI) 
gem. § 53b KWG). Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen 
Federspiel, Axel Towers, Axeltorv2, 1609 Copenhagen V, Denmark.
MIDDLE EAST
Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 
701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial 
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 7158). 
EVMI utilises a third-party organisation in the Middle East, Wise Capital 
(Middle East) Limited (“Wise Capital”), to promote the investment capabilities 
of Eaton Vance to institutional investors. For these services, Wise Capital 
is paid a fee based upon the assets that Eaton Vance provides investment 
advice to following these introductions. 
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