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EXECUTIVE SUMMARY

PUBLIC EQUITY ALIGNMENT WITH THE XX FACTOR FRAMEWORK
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n 2017, the Center for High Impact
Philanthropy published its first-ever
comprehensive framework for phil-
anthropic donors committed to im-
proving the lives of women and girls.
In it, we identified five dimensions
of women’s lives that contribute to
their well-being: health, education, eco-
nomic empowerment, personal safety, and
legal rights. We analyzed thousands of in-
dicators and dozens of frameworks and re-
search articles to pinpoint the key determi-
nants of progress in each dimension, along
with the consensus indicators used around
the world to mark improvement. For donors
focused on impact, that framework provides
an evidence-based playbook for generating
the greatest impact for women and girls.

In this guidebook, we aim to show how
our framework can be used to not only
guide philanthropic funding decisions, but
also help investors align their financial in-
vestments with their goals of improving the
lives of women and girls. The determinants
and outcome measures listed in our frame-
work on pages 6 and 7 are, ideally, what
should be considered for optimal social im-
pact. For instance, those interested in im-
proving women’s economic status should
look at data related to equal pay for equal
work or access to reproductive and mental
health care. But since financial investments
have historically been designed to optimize
for financial return and not social impact,
we conducted additional analysis to show
how our framework could be used to help
investors better align with philanthropic
goals.

While you can align any part of your in-
vestments (stocks, bonds, or cash) to social
impact, we focused our analysis specifically
on public equity or stocks, given that it typ-
ically comprises the largest share of an in-
vestor’s portfolio. What emerged, following
both qualitative and quantitative research,

is guidance on two main strategies for pub-
lic equity alignment with the XX Factor
framework: using available data for stock
selection and engaging as a shareholder to
influence the companies owned.

For an investor, trying to figure out which
stocks to select depends on the types of in-
formation that companies are willing to
share with investors. Data—or the informa-
tion that a company shares with investors—
is significant because it forms the basis for
research and analysis. For this reason, we
decided to analyze the relevant social cor-
porate data collected by data providers to
identify opportunities and challenges for
investors and for the field.

We analyzed 122 data points collected by
Bloomberg, L.P.; Equileap; MSCI, Inc.; and
Thomson Reuters, and validated our anal-
ysis with each of the data providers to gain
further insights on their sources, process,
coverage, and to learn about their future
plans for data collection. Our purpose in do-
ing this is to show investors where to find
points of alignment between our frame-
work and available social data about public
companies in the marketplace. The reason:
the more companies you hold in your port-
folio that have these points of alignment,
the better the alignment of your portfolio
with your philanthropic mission of advanc-
ing women.

What follows is a detailed summary of
the data available to investors around en-
hancing the lives of women, as well as a
discussion about how to use data to select
stocks and engage as a shareholder to in-
fluence the companies you own. One of the
most important revelations to emerge from
our research and analysis is that mission
alignment is possible for grants and pub-
lic equity investments—and infusing our
framework into grantmaking guidelines
and investment policy statements can lead
to better outcomes.

www.impact.upenn.edu
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CHIP’S FRAMEWORK FOR IMPROVING THE LIVES OF WOMEN & GIRLS

To develop the XX Factor framework, our team identified five key dimensions of women’s lives that research show are critical to women
flourishing: health, education, economic empowerment, personal safety, and legal rights. These five dimensions are inextricably linked and
provide philanthropists with a holistic view of how to create the greatest impact for women and girls.

Below, we provide a summary of the top consensus indicators that are linked to progress in each of the five dimensions. For example,
those interested in improving education for women and girls should review outcome measures related to educational access, attainment,
and achievement. We also identified specific determinants that are linked to those outcome measures, such as a country’s education policy,

school infrastructure, and rates of poverty.

The purpose of this infographic is to help investors quickly understand which outcomes matter—and which factors lead to improved out-
comes—if they seek to align their investment portfolios with a philanthropic goal of improving the lives of women and girls.

OVERALL OUTCOME
MEASURES

HEALTH

e Enrollment rates
(educational access
measure)

e Completion rates

EDUCATION (educational attainment

measure)

o Literacy rates (educational
achievement measure)

DETERMINANTS OF THOSE OUTCOMES
[AND ASSOCIATED MEASURES]

¢ Nutrition (Body Mass Index, Low Birth Weight)

o Water & sanitation (access to safe and clean
drinking water, access to safe method of human
feces removal)

e Mental illness (self-reported prevalence rates,
numbers of people seeking help)

Specific to Maternal Mortality Ratio:

» Access to contraceptives (percentage of women
of reproductive age who have an unmet need for
family planning)

¢ Presence of a skilled attendant at birth

e Compulsory & tuition-free education (generally
measured by presence of country-level policy)

o Living in poverty (most commonly defined
globally as living with $1.90 or less per day of
purchasing power)

e School environment (school infrastructure and
resources, geographic distance from school,
water and sanitation)

o Health [rates of infectious disease, malnutrition,
rates of teen pregnancy)

e Cultural norms (attitudes toward child marriage
and overall gender roles)

o Safety (country conflict, violence at home,
violence in school)

6 The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls www.impact.upenn.edu


www.impact.upenn.edu

=

ECONOMIC
EMPOWERMENT

PERSONAL
SAFETY

LEGAL RIGHTS

OVERALL OUTCOME
MEASURES

Household wealth
[economic status measure]

Control over household
spending (economic agency
measure)

Proportion of women
subjected to physical and/
or sexual violence by a
current or former intimate
partner, in the last 12
months (intimate partner
violence measurer

Proportion of women
subjected to sexual
violence by persons other
than an intimate partner,
since age 15 (non-partner
sexual violence measure)

DETERMINANTS OF THOSE OUTCOMES
[AND ASSOCIATED MEASURES]

Female labor force participation (percentage of
population that is working or actively seeking work])

Access to finance (having an account at a
financial institution, having access to credit)

Access to internet & mobile phones (owning or
borrowing a mobile phone, internet use)

Educational attainment (the highest level of
school an individual has completed)

Marriage/reproductive health agency (ability to
decide when and whom to marry, when and how
many children to have, and whether or not to
leave a marriage)

Property rights (ability to own land and other
assets, such as livestock or small farm equipment)

Equitable work-related policies & practices
(equal pay for equal work, paid maternity leave,
freedom from discriminatory labor lawsY

Educational attainment (the highest level of
school an individual has completed)

Child marriage (large age difference between child
bride and husband as an important risk factor)

Living in poverty (most commonly defined
globally as living with $1.90 or less per day of
purchasing power)

Attitudes toward women in a society (particularly
around the use of violence against women)

Economic opportunity for women (see economic
empowerment measures above)

Improved educational and economic
opportunities for women (influenced by the
determinants in the education and economic
empowerment sections above)

Presence of a female political quota (mandatory
or voluntary)

Health: reproductive rights (access to safe,
effective, and affordable methods of fertility
regulation, and access to healthcare services
during pregnancy and childbirth)

Education: compulsory and tuition-free education
policy

Economic empowerment: property rights &
equitable work-related policies & practices

Personal safety: protection from child marriage

www.impact.upenn.edu
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Company Data and the Mission-Aligned
Portfolio: XX Factor Findings

Until 2016, the available data to help
align a portfolio with the goal of advanc-
ing women was, for the most part, lim-
ited to the number of women on corpo-
rate boards and in senior management.
Lacking other relevant information from
companies about their practices, inves-
tors who were interested in improving
the lives of women could only count fe-
males in these highly visible roles. How-
ever, from a social science perspective,
we don’t know if, and to what extent, the
number of women on corporate boards
and in senior management makes a dif-
ference for women more broadly.

The data landscape, however, is now
rapidly expanding. Over the past year,
Bloomberg and Equileap have intention-
ally increased the number of data points
they collect from companies to evaluate
not only how women are faring as em-
ployees, but also how women'’s lives are
being affected by a business’s products
and services. These new data points cov-
er a broad range of company policies,
practices, products, and public activities.
In addition to providing measures of how
many women are employed at various
levels in a company, they provide data
on compensation and tenure, materni-
ty leave and sexual harassment policies,
how the company’s products, services
and supply chain policies impact women,
and if they have made public commit-
ments to support women'’s advancement.

For our analysis, we started by looking
at data providers that make their data
points available publicly: Bloomberg, Eq-
uileap and Thomson Reuters. We then
reached out to two additional firms to
expand our sample; MSCI responded.
Bloomberg LP, MSCI, and Thomson Reu-
ters are large, well-known data provid-
ers that, among other things, collect and
publish financial and social information

on thousands of companies across the
world. Equileap is a nonprofit that specifi-
cally collects and licenses data on women
in global companies.

We focused our analysis on data points
in Bloomberg’s Gender-Equality Index,
Thomson Reuters’s Diversity & Inclusion
Index, Equileap’s Gender Scorecard, and
those identified by MSCI's team as rele-
vant to the XX Factor. In all, we examined
122 data points relating to women across
the four providers and analyzed each for
alignment with the XX Factor framework.
(For additional information about each
data provider, see our Methodology sec-
tion on page 21.)

We first analyzed each of the 122 data
points to determine how closely they lined
up with our five dimensions of women'’s
lives. We then classified data points that
lined up directly with a determinant or
outcome measure in an effort to identify
the opportunities and challenges of align-
ing a public equity portfolio with the XX
Factor framework.

Based on this categorization, we found
that 73 of the 122 data points are related
or closely related to the determinants in
our framework, 61 of which are related to
the XX Factor economic empowerment
dimension. This is not surprising given
that companies are primarily economic
entities, but it is significant for those in-
vestors interested in pursuing econom-
ic empowerment for women. Since our
framework’s dimensions are interrelated,
some of these data points are also linked
to the other four XX Factor dimensions.
(See “Summary of Available Data” info-
graphic on page 10.)

Still, data are scarce for other items
identified in our framework as determi-
nants of good outcomes for women, in-
cluding access to mental healthcare cov-
erage, finance, and education. The most

8 The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls
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notable void in the data relates to access
to contraception and reproductive health
agency and rights, determinants that are
associated with every one of the XX Factor
dimensions. Only Bloomberg and MSCI cur-
rently collect data—one data field each—re-
lated to contraceptives. Bloomberg’'s data
field identifies whether a company offers
contraceptive coverage to employees. MS-
CI's data field measures revenue from con-
traceptives and was designed for Catholic
investors seeking to eliminate companies
that earn profits from selling contraceptives.
It’s worth noting that disclosure of con-
traceptive coverage, in particular, and re-
productive health coverage, in general, is
relevant primarily for evaluating whether
U.S.-based companies are improving the
lives of women. Aside from the U.S., no oth-
er developed country depends upon com-
panies to provide health care coverage. (In
2016, 55.7% of the population in the U.S.
had employer-based health insurance cov-
erage.!) In other developed countries, data
on reproductive health coverage is not as
relevant to evaluating whether a company
is aligned with the goal of advancing wom-
en because such coverage is provided by
the government, not private employers. To
address this challenge, Equileap plans to
eventually collect and publish data related
to women’s healthcare in the U.S. and ex-
pand the coverage of its existing data points
to include emerging and frontier markets.
What's clear from this work is that there’s
room to grow when it comes to having more
data points align with the determinants we
identified in our framework in areas such as
health, education, personal safety, and le-
gal rights. For now, our analysis reveals that
Equileap publishes the most data aligned
with the XX factor framework and includes
the largest number of companies. When
Bloomberg’s Gender-Equality Index gains
traction and covers a broader universe of
companies, it will provide an even larger set
of data points that align with our framework.
For now, another challenge for investors
who care about alignment with the XX Fac-

tor’s findings is that the broader investment
community remains largely focused on fi-
nancial considerations and not social im-
pact—although that appears to be changing.
Demonstrating how social factors affect fi-
nancial outcomes may capture the interest
of investors who are focused on financial
and not social considerations. For example,
quantifying the financial cost to individual
companies of social factors, such as sexual
harassment or not providing access to con-
traceptives, could lead to greater support
for disclosure of data that are essential for
aligning a portfolio with the mission of ad-
vancing women.

What's clear from this work 1s that
there’'s room to grow when it comes
to having more data points align
with the determinants we identified
In our framework 1n areas such as
health, education, personal safety,
and legal nghts.

In fact, the Sustainability Accounting
Standards Board (SASB), an independent
standards-setting organization that fosters
disclosure of material sustainability infor-
mation, has engaged in an extensive effort
to develop a materiality map that identifies
sustainability issues on an industry-by-in-
dustry basis “to help public and private cor-
porations disclose material, decision-useful
information to investors.”?

Given the importance of SASB’s effort in
setting standards for company disclosure,
quantifying the impact of the XX Factor
determinants and outcomes for specific in-
dustries might be one route to expanding
corporate disclosure of a broader set of data
identified in the XX Factor.

www.impact.upenn.edu The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls
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SUMMARY OF AVAILABLE DATA THAT LINK TO SELECT DETERMINANTS

The XX Factor framework specifies the five dimensions of women's lives that research shows are critical to women flourishing, the outcome
measures used around the world to mark progress within each dimension, and the evidence-based determinants of that progress. We
mapped the relevant 122 data fields published by four data providers—Bloomberg, Equileap, Thomson Reuters, and MSCI—to identify op-
portunities for aligning a public equity portfolio with our framework.

While our framework’s dimensions represent broad categories of women’s lives, the outcome measures and determinants are more
specific and measurable—and therefore can be used by investors to evaluate if a company’s policies, practices, products, and public activi-
ties improve women'’s lives. The infographic below shows which outcome measures and determinants have data points that can be used by
investors to screen companies, which data providers publish them, and which XX Factor dimensions they relate to.

For example, Bloomberg currently publishes one data point regarding contraception coverage, and Equileap is testing five data points
that address access to contraceptive coverage and reproductive healthcare for U.S. companies. In our framework, some determinants are
related to each other and link to progress along multiple dimensions of women'’s well-being: access to contraceptives (Health); rates of teen
pregnancy (Education); reproductive health agency and the ability to decide when and how many children to have (Economic Empowerment);
and access to safe, effective, and affordable forms of fertility regulation (Legal Rights).

XX FACTOR DETERMINANTS BLOOMBERG EQUILEAP THOMSON ASSOCIATED XX FACTOR
AND OUTCOME MEASURES REUTERS DIMENSION(S)

Equitable work-related policies Economic Empowerment
and practices Personal Safety

Equal pay for equal work and Economic Empowerment
gender pay gap* Personal Safety
Legal Rights
Economic Empowerment
Personal Safety
Legal Rights

Access to contraceptives/rates Health

of teen pregnancy/reproductive Education

health agency/the ability to decide Economic Empowerment
how and when and how many Personal Safety
children to have/access to safe, Legal Rights

effective, and affordable methods

of fertility regulation

Absence of physical and sexual Personal Safety
violence and harassment Legal Rights
(Not) living in poverty Education

Personal Safety
Marriage agency/protection from Economic Empowerment
child marriage Personal Safety

Legal Rights
Access to finance Health

Legal Rights

* Equitable work-related policies and practices include both equal pay for equal work and paid maternity leave. We broke out those two items since they are directly
associated with XX Factor determinants

Paid maternity leave*

** Fields being tested by Equileap but not currently available
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Where Investors Go from Here:
Strategies to Align Portfolios

So, what’s an investor to do given the lim-
ited social data about companies as they
relate to certain aspects of the XX Factor
framework? First, it’s important to debunk
the idea that investors will need to sacrifice
financial returns to align their portfolios
for greater social impact. In our interviews,
foundations and high-net worth investors
expressed confusion about this idea.

There are, in fact, a range of ways to bal-
ance mission with financial objectives. For
instance, Bridges Fund Management, with
its Bridges Spectrum of Capital, maps out a
broad range of risk/return strategies for im-
pact investing. This spectrum is widely ref-
erenced by the social impact investment in-
dustry because it shows different strategies
investors can adopt based on their desired

www.impact.upenn.edu
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risk, return, and impact profile. It rang-
es from financial-only (where traditional
investment management resides) to im-
pact-only (where traditional philanthropy
resides) and describes the balance that is
possible in between.

Based on dozens of conversations
with asset owners and investment advi-

sors, we identified three types of inves-
tors who seek social data on companies.
We then created the table below (“A Ty-
pology of Investors”) to show how each
of these three investors would apply a
specific social impact lens to financial
investing. Each type of investor has a dif-
ferent goal for considering a company’s

ATYPOLOGY OF INVESTORS USING AN IMPACT INVESTMENT LENS

Below are examples of three types of investors who seek social data on companies—those who want to mitigate Environmental, Social, and
Governance (ESG) risks; pursue ESG opportunities; or create positive, social impact. Communication and implementation of an investor’s
portfolio is different for each type of investor. For example, those focused on creating positive social impact have a very different social
investment thesis and policy statement versus those focused primarily on financial returns and mitigating ESG risks. Those pursuing ESG
opportunities or focusing on social impact are much more likely to be engaged as a shareholder of the companies they own.

WHY USE A SOCIAL
IMPACT LENS?

SOCIAL INVESTMENT LENS

TO MITIGATE ESG RISKS

FINANCIAL

TO PURSUE ESG
OPPORTUNITIES

VALUES

TO CREATE
SOCIAL IMPACT

CHANGE

Social Investment Thesis

Investing in financially
attractive companies that
rate higher than their
peers on social measures
will generate higher and
more consistent financial
returns over time

Screening out bad
actors and investing in
companies that have
higher alignment with
my values will keep my
investments from doing
harm while at the same
time performing well
financially

Investing in companies
that demonstrate a
commitment to specific
social practices will help
solve important societal
problems; may seek
competitive or below
market returns; may
include a “laggards”
portfolio for activist
corporate engagement

Investment Policy Statement

Documents criteria for
financial goals

Documents criteria for
implementing my values
and financial goals and
the balance between
them, as well as proxy
voting guidelines

Documents criteria for
implementing financial
and social goals, and the
balance between them
as well as proxy voting
guidelines

Shareholder Engagement

Might not be addressed

Ensure that my proxies
are voted in alignment
with my values; may
outsource other

forms of shareholder
engagement

Vote my proxies and/or
ensure they are voted

in alignment with social
goals; actively seek
opportunities to engage
in corporate dialogue,
and submit shareholder
resolutions

12 The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls
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social data. That particular goal drives in-
vestment policies and practices, much as
a foundation’s philanthropic goals drive
grantmaking.

While various regulators require advi-
sors and investment managers to devel-
op an Investment Policy Statement (IPS)
for client portfolios, it typically focuses
only on the financial aspects of invest-
ment goals. A mission-aligned investment
strategy should be reflected in your IPS.
We spoke with advisors and investment
managers who are expanding their clients’
IPS beyond traditional financial concerns.
Such expanded investment policy state-
ments can include a mission statement,
social criteria for the companies you seek
to own (as well those you want to avoid
owning), and guidance on casting share-
holder ballots (called proxy voting) to align
with social impact goals. (For sample lan-
guage, see box.)

iven all this, investors have two

clear choices when aligning for

social impact: choose stocks based

on the information the companies
provide about their Environmental, Social
and Governance (ESG) goals and engage as
a shareholder to influence the companies
you own.

The XX Factor can guide you to social cri-
teria for selecting companies with policies,
practices, products, and public activities
that align with your philanthropic goals.
For example, if you care about economic
empowerment for women, the XX Factor
identifies equitable work-related policies
and practices as one of the key determi-
nants, and equal pay for equal work as a
measure of that determinant. To align your
public equities with the goal of economic
empowerment for women, you could there-
fore seek investments in companies that
provide equal pay for equal work.

SAMPLE LANGUAGE FOR EXPANDING
INVESTMENT POLICY STATEMENTS

Financial advisors and investment managers are required by various
regulators to develop an Investment Policy Statement (IPS) for client
portfolios. Language regarding an investor’s mission, social criteria for
selecting companies to own, and guidance for casting shareholder ballots
represents ways that policy statements can incorporate social factors. To
align the public equity portion of your portfolio with the findings of the XX
Factor framework, your IPS may include criteria such as:

e Where feasible, seek out investments in companies with policies
deomonstrating a commitment to:
e Providing a living wage
e Providing maternity leave

e Where feasible, avoid investments in companies that misalign
with my mission including companies that:

e Have a higher gender wage gap than their industry peers

e Have patterns of sexual harassment and lack policies and
practices designed to prevent sexual harassment in the
workplace

e My proxies should be voted as follows:

e Vote for all policies that request disclosure on the gender pay
gap, paid family leave policies, and how the company is ensuring
equal access to employment for women

In order to have a diversified portfolio
and meet certain financial risk and reward
goals, you will likely own shares of compa-
nies whose policies and practices may not
fully align with your philanthropic goals.
This is where the second strategy, share-
holder engagement, can be a useful ap-
proach.

Shareholder engagement is a term used to
describe the activities that enable share-
holders to communicate with the manage-
ment of companies they own. As an owner
of a publicly-traded company, you have the
right, and many would say the responsibili-
ty, to communicate your social goals with a
company’s management and board to shape
its policies, practices, and public activities.
You can communicate with manage-
ment and encourage a company to align
with your social mission in three ways:

www.impact.upenn.edu The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls 13
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e Voting proxies

Proxies are shareholder ballots. Each
year, prior to a company’s annual meet-
ing, the company’s management sends
qualified shareholders® a proxy state-
ment, materials that lay out the agenda
for the annual meeting, and the issues on
which management is required to seek
approval from shareholders. For exam-
ple, requests for disclosure of the gen-
der pay gap have been an item on proxy
ballots for a number of U.S. companies
recently. The gender pay gap is related
to the XX Factor indicator equal pay for
equal work in the economic empower-
ment dimension.

Voting on annual shareholder
ballots, engaging in direct dialogue
with corporations, and submitting
shareholder proposals are three
effective ways to influence the
companiles you own.

e Engaging in direct corporate dialogue
Typically, direct corporate dialogue is a
collaborative effort among institution-
al investors and nonprofits to persuade
a company’s management to change its
policies, practices, operating methods,
and/or public activities on a specific issue.
If you are interested in committing
time and effort to engaging in direct di-
alogue with companies, you can either
join an existing effort or start one of your
own. For example, the Educational Foun-
dation of America (EFA), a family founda-
tion, joined with Trillium Asset Manage-
ment and 33 other institutional investors
to write letters to the 50 largest public-
ly-traded employers in the U.S., press-

ing the companies to continue offering
comprehensive sexual and reproductive
healthcare benefits despite recent rules
that expand exemptions from the Afford-
able Care Act that mandates employers
provide contraceptive coverage to em-
ployees.* Access to contraceptives is one
determinant in the XX Factor health di-
mension. (For additional information on
EFA’s shareholder engagement activities,
see page 17.)

Some of the individual and foundation
investors we spoke with described “own
to influence strategies” where they invest
in companies that they consider to be bad
actors for the express purpose of urging
company management to change specific
policies and practices.

e Submitting shareholder proposals
Whether or not you are engaging in di-
rect corporate dialogue, you may want
to press companies to help advance
women by joining with a like-minded
group that is submitting a sharehold-
er proposal to companies that you own
shares in.> Shareholder proposals are a
way to formally request that a company
take an action such as disclosing infor-
mation or reporting on the impact of its
operations. Shareholder proposals can
be used to initiate dialogue or to raise
the bar when discourse with a company
is unproductive.

In 2017, Pax World Funds filed share-
holder proposals at seven technology
and financial companies requesting dis-
closure of the percentage pay gap be-
tween male and female employees. Of
the seven companies, Oracle was the
only one that did not reach out to Impax
after the filing. As a result, the propos-
al went to a vote and received support
from 38.7% of shareholders at Oracle’s
2017 Annual General Meeting®, sending a
strong signal to management that more
than one-third of its shareholders want
more information about the company’s

gender pay gap.
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KEY STRATEGIES TO ALIGN A PUBLIC EQUITY PORTFOLIO

Below are examples of strategies that investors can use to align a public equity portfolio with our XX Factor framework.

HIGH-LEVEL STRATEGY

Select companies
for your portfolio

GENERAL APPROACHES

Set criteria that describe attributes

of companies that you want to avoid
investing in because they don't align with
your mission.

SPECIFIC EXAMPLES OF XX l
FACTOR ALIGNMENT

Eliminate from consideration any
company that has exhibited patterns

of sexual harassment including prior
litigation with no policies and practices
to prevent future occurrences, which is
related to attitudes towards women in a
society, a determinant in the XX Factor’s
personal safety dimension.

Set criteria that describe attributes of
companies that you actively seek to invest
in because they do align with your social
goals.

Invest in companies that provide
maternal and mental health benefits

(if not provided by the public sector],
criteria directly related to the XX Factor
health dimension and determinants: the
presence of a skilled attendant at birth,
and mental illness rates.

Activate your portfolio through
shareholder engagement

Vote your proxies, the annual ballot
questions that a company’'s management
is required to provide to shareholders.

Vote yes on policies that request
disclosure on paid family leave policies, a
criterion that is related to paid maternity
leave—a measure related to the equitable
work-related policies and practices
determinant in the XX Factor economic
empowerment dimension.

Engage in dialogue with corporate
management by joining a network of
like-minded investors who collaborate to
influence company policies and practices.

Send letters to management requesting
that they provide employees with
comprehensive reproductive health
coverage (if not provided by the public
sector), which is related to both access to
contraceptives and the presence of a skilled
attendant at birth. Both are determinants
within the XX Factor’s health dimension.

Collaborate with like-minded investors to
submit shareholder proposals to request
disclosures of or changes to corporate
practices and policies.

Submit a shareholder proposal
requesting that the company calculate
and disclose the firm’s gender pay gap,
which is related to the equal pay for
equal work measure associated with
the equitable work-related policies and
practices determinant in the XX Factor’s
economic empowerment dimension.
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Three Organizations Aligning Financial Investments with Philanthropic Goals

ince financial investments have

historically been viewed as sepa-

rate from philanthropic goals, it

can be challenging for foundations
and socially-minded investors to achieve
the alignment they seek.

Our team conducted 16 interviews
with asset holders (e.g., foundations, high
net worth individuals), their advisors, and
investment managers to better under-
stand the challenges they face in seeking
or supporting greater alignment between
financial investments and philanthropic/
social goals. These interviews highlighted
many important themes. For example, we
heard that clients can’t always find the in-
vestment products and services that they
need. And, given the current availability
of data, shareholder engagement is an
important and less understood strategy
for aligning social and financial goals.

The following case studies illustrate
how individuals and organizations are
addressing these challenges. We provide
them as examples of what is being done
to better align financial investments with
philanthropic goals.

The first case study describes how one
organization, The Educational Foundation
of America, is pursuing the two key strat-
egies for aligning a public equity portfolio:
screening companies and shareholder en-

gagement. It illustrates the kind of team-
work and communication required to exe-
cute those strategies well. Since reproduc-
tive healthcare is a determinant identified
in the XX Factor, this case study also pro-
vides an example of how one foundation
is working to deploy both grant funds and
financial investment capital to improve
the lives of women and girls.

The second example is RSF Social Fi-
nance, a pioneer in mission alignment
that is explicitly applying the XX Factor
framework to its recently launched Wom-
en’s Capital Collaborative, which aims to
provide funds to women entrepreneurs.
Though not focused on public equity, it
shows how the XX Factor can serve as a ba-
sis for a different kind of investor due dil-
igence, one aligned with evidence-based
approaches for improving women’s lives.

Our last case study discusses how Glen-
mede, a mainstream investment advisor,
responded to an independent school’s de-
sire to align its endowment to ESG factors,
as well as its values of diversity, equity,
and justice. Though not focused specifi-
cally on the outcomes and determinants
identified in the XX Factor framework, it
illustrates the different services that more
mainstream investment advisors may
need to consider if they hope to support
their clients’ desire for mission alignment.
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The Educational Foundation of America (EFA)

How a foundation aligns its assets with the XX Factor framework and pushes shareholder engagement

A third and fourth generation private fami-
ly foundation with assets of about $190 mil-
lion, EFA has been activating its endowment
to align with its mission for nearly 30 years.
In the 1990s, the family decided to divest
from investments at odds with its dedica-
tion to the environment and began working
with an investment consultant specializing
in sustainable investing who applied ESG
screens to the portfolio.

More recently, EFA began exploring ways
to use impact investing to support its grant-
making in reproductive healthcare. As part
of its process for selecting companies for
the foundation’s public equity portfolio,
EFA instructs its investment managers to
apply related, available screens such as the
number of women on corporate boards and
in management. It also makes private eq-
uity investments through a firm where a
majority of companies are either founded
or run by women.

EFA recognizes that investor informa-
tion about the ways to improve the lives
of women is sparse at the moment—much
like environmental data was in the 1990s.
The foundation actively pushes for more
usable information for investors. For ex-
ample, EFA deployed grant dollars (along
with the Tara Health Foundation, sponsor
of this report and the XX Factor framework)
to fund a data collection project to source
and ultimately integrate questions about
how and if a company covers abortion—and
other matters related to a woman’s well-be-
ing—into the Equileap Gender Scorecard.
Once tested and rolled out, this new set of
data will enable EFA and other investors to
add reproductive healthcare coverage to its
public equity screening criteria.

Meanwhile, when there is an item in the
news that is anathema to the foundation’s
grantmaking strategy, it can become the

catalyst for shareholder engagement. For
example, when the Trump Administration
issued new rules expanding exemptions
from the Affordable Care Act mandate to
provide contraceptive health coverage,
EFA’s grantee-partners filed legal challeng-
es arguing in court that women'’s access to
contraception is a workforce issue, not just
a social problem. At the same time, EFA
joined with 34 other investors to write let-
ters to the 50 largest employers in the For-
tune 500 asking each company “to make a
public commitment to continue to provide
its employees with comprehensive sexual
and reproductive health coverage.”

EFA recognizes that investor
information about the ways to
improve the lives of women 1s sparse
at the moment and actively pushes
for more usable data for investors.

EFA also teamed up with other founda-
tions and investors to launch the Repro-
ductive Health Investors Alliance (RHIA), a
group that is determining effective ways to
improve and ensure access to reproductive
health services by becoming a hub for cor-
porate engagement strategies and creating
a pipeline of investable opportunities.

Ensuring the alignment of its endow-
ment with the foundation’s grantmaking
has been a core strategy of EFA for nearly
three decades. Returns on its endowment
have been steady and within or exceeding
all benchmarks set by the foundation’s In-
vestment Committee.

“a» For more
information
about EFA, visit
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RSF Social Finance

How an early pioneer of mission-driven finance is using the XX Factor framework

This 34-year-old social finance pioneer con-
tinues to transform itself from grantmaker
and loan provider to a social change orga-
nization committed to improving society
and the environment through an integrated
capital approach. With nearly 2,000 clients,
RSF provides a broad range of services in-
cluding investing, lending, and donor ad-
vised funds focused on areas such as food
and agriculture, education and arts, and
ecological stewardship.

In 2016, RSF created a Women’s Capital
Collaborative to support female entrepre-
neurs. In 2017, it hosted its first Shared Gift-
ing Circle for the Women’s Collaborative.
Shared Gifting—a type of grantmaking that
RSF has championed for more than seven
years—shifts the process of decision-mak-
ing and allocation authority for gift money

Taking inspiration from the XX Factor
framework, RSF assembled a dozen
women-led social enterprises that
encompass the “five dimensions” of
women'’s lives: health, education,
economic empowerment, personal
safety, and legal rights.

‘fl\l For more
information

about RSF Social

Finance, visit

from donors to circle participants/grantees.
In creating this circle, RSF took inspiration
from the XX Factor framework and assem-
bled a dozen women-led social enterprises
that encompassed the “five dimensions”
of women’s lives mentioned in our frame-
work: health, education, economic empow-
erment, personal safety, and legal rights.
RSF’s methodology is based on the belief
that entrepreneurs need different kinds of

capital at various times as a social enter-
prise evolves. Different types of financial
capital can be utilized such as loans, loan
guarantees, investments, or grants. It could
also include human or social capital, such
as a mentor, advisory support, or access
to important networks. By raising philan-
thropic funds, RSF can offer this kind of
integrated capital through the Women’s
Capital Collaborative. It is what makes this
initiative so unique.

RSF has received nearly $3 million in
philanthropic contributions to the Wom-
en’s Capital Collaborative to date and has
plans to grow it by another million by year’s
end. It has so far funded 17 women-led so-
cial enterprises and has provided more than
$1 million: $756,000 in loans, $100,000 in a
loan guarantee, $150,000 in grants through
a Shared Gifting Circle, and $60,000 in tech-
nical assistance grants.

The challenges facing women are enor-
mous, yet funding is limited. RSF contin-
ues to explore how it can be a catalyst
with the funds it leverages through the
Women’s Capital Collaborative. It also
continues to evaluate whether it makes
sense to focus on all five dimensions of
women and girls flourishing, or just one or
two. For now, economic empowerment is
the primary concentration area, and edu-
cation and health are the secondary focus
areas.

Another challenge is measuring social
impact on two fronts: the impact of the
social enterprises RSF supports, and the
impact of RSF as a financial intermediary.
As an organization, it will soon launch a
Social Impact Assessment project to help
improve the ways RSF measures and re-
ports on impact. With a grant from Tara
Health Foundation (which also sponsored
this work), RSF will refine the selection cri-
teria, particularly as they relate to the XX
Factor framework, and determine how best
to assess the impact of the Women’s Capi-
tal Collaborative.

18 The XX Factor Guidebook: How to Align Financial Investments to Improve the Lives of Women & Girls

www.impact.upenn.edu


www.impact.upenn.edu
http://www.rsfsocialfinance.org

The Glenmede Trust Company, N.A.

How a mainstream investment advisor meets the needs of clients who seek greater alignment

to social impact

In 2012, students from The Putney School,
an independent high school in Putney Ver-
mont, approached the administration about
aligning the school’s endowment to its com-
munity’s values of encouraging diversity of
thought and culture, as well as a commit-
ment to equity and justice. A student group
then worked alongside the school’s invest-
ment committee and board of trustees to re-
search and hire a new manager: Glenmede.

Glenmede first conducted educational
sessions with students, and then distrib-
uted a questionnaire to endowment trust-
ees to assess their impact and investment
goals. It subsequently crafted an Impact
and Investment Policy Statement (IIPS) and
set out to better align Putney’s portfolio
with its values, with a special emphasis on
diversity and governance. Today, Putney’s
portfolio is 74% aligned with its mission
and its entire public market portfolio seeks
to catalyze change by engaging with pub-
lic corporations or voting proxies alongside
broad ESG values.

Glenmede, a privately-owned investment
and wealth management firm, began build-
ing mission-aligned portfolios in 2001 in re-
sponse to a client’s concerns about environ-
mental issues and desire to integrate envi-
ronmental factors. Over the past 17 years,
the firm has expanded its commitment to
impact investing thanks to an increase in
data available to support investors, a shift
from negative to positive screening, and
the proliferation of sophisticated impact
investing options across asset classes and
international borders.

In 2015, an affiliate, Glenmede Invest-
ment Management, LP, formed a Women
in Leadership strategy, utilizing a universe
of domestic large cap public equities. At
the same time, Glenmede began research-
ing strategies that promote gender equality
across the entire asset allocation.

Glenmede’s process for working with its
clients aligns with our finding that inves-

tors are seeking a personalized approach
to impact investing to address values and
social impact as well as financial goals. To
that point, Glenmede created a four-step
client process to help transform mission
and values into an investment plan:
Education: Relationship managers an-
nually ask clients if they are interested in
learning about how to align values with

Glenmede’s process for working with
1ts clients aligns with our finding that
investors are seeking a personalized
approach to impact investing.

investments. Today, 35% of Glenmede’s ul-
tra-high net worth clients (with $50 million
or more in investable assets) have at least
one impact investment.

Assessment: A questionnaire helps clients
articulate personal values, level of commit-
ment, and willingness to trade impact for
return in specific instances.

Implementation: Glenmede then creates a
personalized portfolio from an array of in-
vestment products. It can align proxy voting
policies with broad ESG goals, and match
clients with managers who engage in direct
dialogue with corporations.

Measurement: Glenmede’s approach to
impact measurement varies by asset class.
Public market strategies, for example, can
be measured according to their positive tilts
(e.g., women in management, policies pro-
moting gender equality), negative screens
(e.g., no women on board of directors),
and shareholder engagement activity (e.g.,
aligning proxy votes with gender diverse
values and directly engaging companies on
diversity, equal compensation, and work-
life-balance policies).

*fl‘k For more

information
about Glenmede,
visit
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RESOURCES FOR SHAREHOLDER ENGAGEMENT*

ORGANIZATION
AND WEBSITE

FACTOR GUIDEBOOK

WHAT THEY DO

WHAT YOU CAN FIND ON THEIR WEBSITE

Educational
Materials on
Shareholder
Engagement

Proxy Voting
Guidelines

Background
on Issue Areas  to Collaborate

Opportunities

on Shareholder
Advocacy

As You Sow
WWW.asyousow.org

Promotes environmental and social
corporate responsibility through
shareholder advocacy, coalition building,
and innovative legal strategies.

Ceres
www.ceres.org

Works to advance sustainability leadership
among investors, companies, and capital
market influencers to drive action on climate
change, water scarcity and pollution, and
human rights abuses.

S L e L [ v

Confluence
Philanthropy
www.confluence
philanthropy.org

Supports a community of private, public

and community foundations, individual
donors, and their values-aligned investment
advisors to catalyze mission investing.

For ]
members members

Responsible

Unifies the college and university-based

Endowments responsible investment movement by

Coalition empowering individuals to act on their Yes Yes Yes
www.endowment campuses and fostering a national network

ethics.org for collective action.

ICCR (Interfaith Builds a more just and sustainable world by

Center on Corporate
Responsibility)
www.iccr.org

integrating social values into corporate and
investor actions.

Proxylmpact
WWW.proxyimpact.com

Helps foundations and socially responsible
investors to align investments with values;

provides clients with customized consulting
and shareholder engagement.

o] w0 oves ]

ProxyPreview
WWW.proxypreview.org

A collaboration of As You Sow,
Proxylmpact, and the Sustainable
Investments Institute.

S ] e L Lo

Sustainable
Investments Institute
www.siinstitute.org

Conducts impartial research and
publishes reports on organized efforts to
influence corporate behavior on social and
environmental issues.

o] w0 ves ]

ShareAction
www.shareaction.org
(UK and Europe)

Gives investors and savers the tools they
need (such as research and training) to
effect change.

USSIF (The Forum
for Sustainable
and Responsible
Investment)
www.ussif.org

Shifts investment practices toward
sustainability, focusing on long-term
investment and the generation of positive
social and environmental impacts.

S 1 o v [ v

* If you have recommendations for additional resources, please contact us at impact@upenn.edu.
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METHODOLOGY

Our core working team included profession-
als with experience in philanthropy, main-
stream financial investing, socially respon-
sible and impact investing, and social im-
pact. To ensure continuity, some of the team
members from the original XX Factor project
served as analysts and sat on the industry ad-
visory board (see back cover for a list of mem-
bers). Over eight months, the industry advi-
sory board provided insights and guidance at
bi-monthly meetings as well as in one-on-one
conversations with the working team.

During the course of the project, we par-
ticipated in various conferences and forums
to test hypotheses with practitioners and
to ensure that the work would address the
needs not just of the representative adviso-
ry board members, but also the broader in-
tended audience for this Guidebook.

We conducted structured interviews with
16 stakeholders, including three founda-
tion leaders, four individual investors, four
investment advisors, and five investment
managers to extract themes and best prac-
tices. We coded the interview transcripts to
identify themes that guided our analysis of
the data and prioritized which concerns to
address in this guide.

We also analyzed the data points rele-
vant to women from four data providers—
Bloomberg LP; Equileap; MSCI, Inc.; and
Thomson Reuters—to see how well they
aligned with the XX Factor framework. (See

full explanation of our findings on page 8.)
Below is some additional information about
the data providers:

Bloomberg LP publishes ESG data on over 10,000 global companies.
In 2018, the firm published results from its new Gender Equality
Index survey, which collected 60 data points from over 100 companies
in four categories: internal employment and female management
statistics; internal policies supporting a gender-equal workplace;
public support for women in the community; and product offerings
supporting women. Bloomberg collects data manually from company
filings and websites, and then prepopulates the survey it sends out to
each of 9,000 eligible firms for the company to verify and complete.

In 2016, Equileap began gathering data that measure gender
balance and equality in companies. It collects the data from publicly
available sources and gets additional input from the companies.

In 2017, Equileap began to publish 19 data points measuring the
gender balance and equality in over 3,000 companies and eight
additional data points on 1,000 of those companies. Equileap is
currently testing nine additional data points, which will expand its

data to cover women'’s healthcare in the U.S.

MSCI collects ESG data on almost 8,500 companies from
government databases, company disclosures, and macro data from
academic, government, and NGO databases. In response to our
request, MSCl's research team provided us with a list of 18 data
points they identified as relevant to the XX Factor framework.

Thomson Reuters collects publicly available data on 6,000

companies, as part of its ESG database. We looked at the data
points it uses for its Diversity & Inclusion Index, which is based
on 24 data points in four categories: diversity, inclusion, news

controversies, and people development.

RELATED WORK

Globally, one of the most powerful ways to
create social impact is to improve the lives
of women and girls. But what does it mean
to ‘improve the lives of women and girls’ and
how can you know whether you're really
making a difference? To answer these ques-
tions, the Center for High Impact Philanthro-
py (CHIP), with the generous support of the
Tara Health Foundation, created the XX Fac-
tor, the first comprehensive, evidence-based

framework for funders in this space. The
framework identifies the five dimensions of a
woman’s life that are critical to her flourish-
ing, the consensus outcome measures that
mark progress in women'’s lives, and the evi-
dence-based strategies that work to improve
those measures. For anyone seeking to im-
prove the lives of women and girls, this is
where to start. To access the full report, visit
https://www.impact.upenn.edu/the-xx-factor/.
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GLOSSARY OF INVESTMENT TERMS

USED IN THIS GUIDEBOOK

ESG: Environmental, Social, and Gover-
nance criteria are a set of standards that
socially conscious investors use to evaluate
a company in order to screen potential in-
vestments. Environmental criteria look at
how a company interacts with its natural
environment. Social criteria deal with how
a company interacts and manages relation-
ships with employees, customers, suppli-
ers, and the community in which it oper-
ates. Governance examines a company’s
leadership, accounts, internal controls,
executive pay, and shareholder rights.”

IMPACT INVESTING: A type of investing that
seeks to generate certain social/environ-
mental effects along with financial gain.®

INVESTING WITH A SOCIAL IMPACT LENS: Re-
quires investors to reflect on a company’s
dedication to corporate social responsibil-
ity. Investors must look at their sense of
duty to serve society in a positive way be-
fore becoming involved with a company.®

INVESTMENT POLICY STATEMENT: Document
drafted by the portfolio manager in con-
sultation with the client outlining general
investment objectives and discussing strat-
egies that the manager should use in order
to meet these goals. The policy statement
includes specific information on asset allo-
cation, risk tolerance, and liquidity require-
ments.

INVESTMENT THESIS: An abstract idea that
is the basis for a functional investment
strategy. Aims to aid investors in evaluat-
ing investment ideas, ideally helping them
to select the best ideas to meet their in-
vestment objectives.!

MATERIALITY: The concept of materiality
recognizes that some information is im-
portant to investors who are making in-
vestment decisions.?
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MISSION-ALIGNED INVESTING: The practice
of aligning a charitable organization’s mis-
sion for social or environmental impact
with the group’s management and invest-
ment assets.?

PROXY VOTING: Shareholders of corporations
have the right to vote on matters such as
electing directors, selecting an auditor, ap-
proving a merger, or selling the company as
well as shareholder resolutions. The com-
pany informs shareholders of the annual
meeting, the matters that are up for a vote,
and instructions for voting. Shareholders
can vote by mailing their ballots (proxies)
instead of attending the company’s meeting,
or by voting in person.*

SHAREHOLDER ENGAGEMENT/ACTIVISM:
When shareholders use their rights as
owners of a publicly-traded corporation in
order to effect change within or for the cor-
poration. This can refer to both addressing
issues of social change and also changing a
company’s management.'

SHAREHOLDER RESOLUTION: Shareholders
with meaningful shares in a company can
introduce relevant issues to be voted on at
the company’s annual meeting. Sharehold-
er resolutions do not have to be adopted
by companies, even if they win a majority
vote. They do allow investors to present
their ideas to company management and
other shareholders.*
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