
The impact of leadership diversity on private equity fund performance 

Yilmaz Bekyola and Bernhard Schwetzlerb 

a Chair of Financial Management, HHL Leipzig Graduate School of Management, Leipzig, 

Germany, yilmaz.bekyol@hhl.de (Contact person for correspondence) 

b Chair of Financial Management, HHL Leipzig Graduate School of Management, Leipzig, 

Germany, bernhard.schwetzler@hhl.de 

 

 

Abstract 

This study considers the trade-off between better top management team (TMT) decision-making 

involving complementary perspectives and inefficiencies due to conflicts between individuals.  

In analyzing characteristics of 1,071 fund partners involved in 1,295 buyout deals by 117 funds, 

we find that TMTs with greater variety in socio-demographic aspects achieve higher money 

multiples or IRR. In contrast, greater occupational diversity is associated with a negative net effect 

on performance. This suggests that the endowment of diversity rooted in demographic 

characteristics is generally beneficial, while voluntarily acquired attributes are associated with 

higher coordination efforts.  

Additionally, we find the allocation of team members and the associated diversity levels on 

individual deals of a fund affect fund performance. Generally, an even allocation is positively 

(negatively) related to fund performance for occupational (socio-demographic) diversity. 

However, for funds with a high enough endowment of diversity, even distribution across deals is 

also positively associated with fund performance for socio-demographic diversity. 

Finally, we find a positive moderating impact of CEO involvement and a negative moderating 

impact of industry specialization. 

Overall, the results of this study could guide LPs and fund-of-funds in investment processes and 

support GPs with staffing decisions. 
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1. Introduction 

This study analyzes the impact of the diversity of top management teams (TMT) in private 

equity on the performance of private equity (PE) funds. Attention to diversity has proliferated for 

executives and management research around the world. As a result, corporations across industries tabbed 

into the economic and social benefits of diversity and governments have started legislating on diversity 

issues (Oxford Economics, 2011). In contrast, the private equity industry and the broader finance sector 

lag behind on this subject, confirming its reputation as more 'conservative' or 'uniform' (BVCA and 

Level 20, 2021; Gompers & Kovvali, 2018). In finance, women account for half of the entry-level 

positions (Keitz, 2017); in private equity, only a third (BVCA and Level 20, 2021). Less than 20% of 

the alternative investments industry employees are female, on the senior level less than 12% (Preqin, 

2020). Similarly, for ethnic minorities in PE, exemplary, only 2% of employees across all levels at firms 

are black in the U.K., and 54% of the PE firms have all-white investment teams (BVCA and Level 20, 

2021).  

Nevertheless, the ongoing discourse on diversity, an increasingly global search for talent and 

more insights from research begin to unfold changes within the private equity industry. Regulators and 

LPs (Limited Partners) increase their awareness of environmental, social and governance (ESG) 

measures, and diversity is an integral aspect. Stakeholders work with associations and non-profit 

organizations to generate ideas on becoming more diverse and show their commitment. For example, 

over 200 organizations have signed onto the diversity in action initiative launched by the Institutional 

Limited Partners Association (ILPA), a trade association for institutional LPs in PE. Level 20, a non-

profit organization promoting gender diversity in European PE, has above 80 sponsors. Further, 

individual PE firms / GPs (General Partners) set up and advance their diversity initiatives. For example, 

EQT aims for a share of 65% female hires or Carlyle Group and Blackstone Group require a third of 

portfolio company boards to be filled with directors with diverse backgrounds (EY, 2021). 

Considering the global importance of the private equity industry, this has significant 

implications. Although private equity is a relatively young industry, it has experienced double-digit 

growth over the last decade, reaching a substantial size of USD 4.1 trillion assets under management 
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(AUM) by 2020 globally, of which buyouts represent roughly 40%1 (Bain & Co., 2021). Therefore, 

changes in diversity may impact a significant workforce, with about 20 million people employed by the 

private equity sector2 in the U.S. and Continental Europe combined (EY, 2019; Invest Europe, 2021). 

Along with the growing importance of diversity for businesses, research has also evolved on 

this subject. For example, Yadav & Lenka (2020) have counted 123 quantitative, qualitative and 

theoretical studies published in leading peer-reviewed management journals from 1991 to 2018. 

However, diversity research within the scope of private equity is limited. Relevant studies on diversity 

mainly cover other streams of alternative investments such as mutual funds (e.g. Baer et al., 2011) or 

investigate individual diversity aspects such as gender (e.g. Campbell & Mínguez-Vera, 2007). 

Moreover, up to now, research has concentrated on occupational and functional elements of diversity, 

leaving socio-economic aspects aside (e.g. Acharya et al., 2013; Fuchs et al., 2018). Overall, the results 

of existing studies are inconclusive. Theory suggests both positive (i.e. cognitive) and negative (i.e. 

affective) consequences, essentially a conflict between better decision-making and information 

processing vs. increasing inefficiencies due to team conflicts (Milliken & Martins, 1996; B. B. Nielsen 

& Nielsen, 2013). Recently, a study by Hammer et al. (2021) analyzed the impact of diversity of deal 

lead partner teams on buyout performance. The authors find that socio-demographic diversity among 

lead partner teams positively correlates with deal buyout performance. In contrast, diversity in 

professional experience and educational background has a negative impact on deal performance. The 

authors also stress the importance of including both categories of diversity into the analysis. 

In this study, we include the characteristics of 1,071 fund partners involved in 1,295 buyout 

deals by 117 funds to analyze the impact of diversity on fund performance. Measuring performance on 

fund level instead of deal level adds an additional dimension to the analysis: First, differences in overall 

diversity between different funds may cause differences in deal performance; we refer to this as the 

'endowment’-effect. Second, the ability of a fund to optimally allocate a given diversity endowment on 

different deals may affect deal performance; we label this effect as the 'allocation’-effect. Following 

 

1 Others include venture capital, growth, fund-of-funds and distressed. 
2 Includes economic activity at private equity firms and private equity-backed companies. 



Working paper - Please do not quote or cite without permission 

3 

Hammer et al. by differentiating between socio-demographic and occupational diversity, we also find a 

positive endowment effect of the first and a negative endowment effect of the second type of diversity. 

However, beyond that, our results suggest a significant impact of the allocation effect for a given 

endowment on fund performance: We find a more even distribution of occupational diversity to increase 

significantly and a more even distribution of socio-demographic diversity to decrease fund performance. 

While the latter result at first glance is counter-intuitive, further analysis reveals that it is driven by cases 

with extremely low diversity endowments; extremely low diversity on fund level makes it physically 

impossible to distribute it evenly over the different deals.3 When splitting the analysis into high and low 

endowment classes, we find a positive impact of an even distribution of socio-demographic diversity on 

performance for the first group. Finally, we examine contextual factors that are key in reflecting the 

industry settings and the institutional context of PE funds (S. Nielsen, 2010). Here, we find that high 

CEO involvement could help mitigate the adverse effects of occupational diversity and funds with higher 

industry specialization could suffer from socio-demographic diversity. 

 Our study has several contributions: First, it extends existing research on team diversity into 

private equity, a field with high competition and strong economic incentives. Second, we show the 

performance effects of socio-demographic and occupational diversity to be two-dimensional: the impact 

depends on the fund's endowment and its ability to allocate a given endowment level over the fund's 

deals. To the best of our knowledge, no study has combined the two layers before. Finally, it provides 

empirical evidence at the intersection of diversity as well as moderating factors such as CEO 

involvement and industry specialization and fund performance with changing results depending on the 

contextual factor. 

The remainder of this paper proceeds as follows: Section 2 discusses the hypotheses based on 

existing literature; section 3 describes the data and methodology used; section 4 presents empirical 

results on the relationship between diversity and fund performance and section 5 offers a discussion and 

conclusion. 

  

 

3 For example, a single female partner on fund level cannot be assigned evenly over all deals of the fund. 
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2. Theory and hypotheses 

Diversity is a broad research term with no single global definition. In management research, it 

serves as an approach to understand the meaning of differences between individuals within organizations 

or organizational units (Harrison & Klein, 2007; Mannix & Neale, 2005). Individuals vary based on 

demographic variables, values, beliefs or culture (Yadav & Lenka, 2020). To categorize attribute types, 

Harrison & Klein (2007) distinguish between surface-level (demographic attributes) and deep-level 

diversity (e.g. values, beliefs, or culture). Other authors categorize diversity into highly job-related vs. 

less-job-related (Pelled, 1996) or task-related vs. relation-oriented (Jackson, 1992). 

Like the definition of diversity, theories, applied methodology and the scope of analysis vary 

across the management literature. Empirical research results on the performance impact of group 

diversity are inconclusive, with papers indicating that more diverse groups outperform homogenous 

ones and vice versa (Mannix & Neale, 2005; Nielsen, 2010).  

In this study, we start by developing our research framework based on theories on the impact of 

diversity. Subsequently, we derive hypotheses on its impact on performance in a private equity-related 

environment.  

As shown in figure 1, our framework is built on theories describing management behavior: the 

Upper Echelons Theory (UET) and organizational diversity theories (primarily information decision-

making (Williams & O'Reilly, 1998) and social categorization (Tajfel & Turner, 1979; Turner et al., 

1989). These theories differ by their view on individuals' social and personal identity and help explain 

the impact of group characteristics on firm performance (Hammer et al., 2021; Yadav & Lenka, 2020). 

 

Figure 1. Research framework 
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Generally, TMT are at the center of our analyses due to their substantial impact on the funds' 

performance in a highly institutionalized setting (Fuchs et al., 2018). Partners build the central decision-

making unit within the organization by sharing the responsibility for sourcing potential targets and 

managing the portfolio (Fuchs et al., 2018; Hambrick & Mason, 1984). Therefore, the UET by Hambrick 

& Mason (1984) qualifies as a central pillar of our framework, linking TMT member characteristics' 

impact on decision-making processes and firm-level outcomes (Nielsen, 2010; Yadav & Lenka, 2020). 

The origin of UET lies in the behavioral theory of the firm (Cyert & March, 1963), which assumes that 

individuals have bounded rationality (rather than total rationality) and cognitive and social limitations. 

This influences (team) decisions and therefore impacts firm performance (Yadav & Lenka, 2020). Due 

to the difficulty to measure constructs (deep-level diversity) such as values, beliefs, or culture, Hambrick 

and Mason (1984) see demographic characteristics as more tangible variables that allow more reliable 

interpretations of analyses (Hammer et al., 2021; Nielsen, 2010). 

Consequently, UET assumes that demographic attributes reflect leaders' psychological and 

cognitive characteristics (Yadav & Lenka, 2020). The information decision-making approach 

complements UET, which assumes that dissimilarity among individuals (e.g. due to different 

experiences, information, or skills) results in sharing perspectives and knowledge, leading to enhanced 

group thinking and better performance and effectiveness (Mannix & Neale, 2005). Thus, both UET and 

the information decision-making approach positively view diversity in teams, as differences are the 

sources for enriched decision-making processes in these theories. In contrast, social categorization 

(combining social-identity theory and self-categorization) underlines a critical view, suggesting that 

homogenous management teams are more productive with lower potential for conflict (Mannix & Neale, 

2005; Pelled et al., 1999). The social-identity theory argues that building groups, in which individuals 

may detect similarities and differences among group members, produces the basis for creating sub-

groups. Essentially, social identity is created through social categorization, with individuals putting 

themselves and others into categories enabling comparisons (Mannix & Neale, 2005). These sub-groups 

can become toxic as they create dividing lines between group members. Sub-groups with members 

discriminating or stereotyping others lead to dysfunctional and emotionally charged group dynamics 
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(Few & Joshi, 2013). As a result, these conflicts block effective decision-making, eventually leading to 

lower performance. 

To summarize, the two different views (information perspective and social categorization) point 

out the contradictory perception of diversity. Diverse management teams can be highly productive 

because of informational diversity but also experience deep conflicts due to social categorization 

processes (Few & Joshi, 2013). 

To reflect the theories' positive and negative views on diversity and its impact on performance, 

we group characteristics into diversity types to account for similarities and dissimilarities in terms of 

underlying drivers and respective consequences for team decision-making processes and performance 

outcomes. According to Nielsen (2010), "[…], the rationale for increasing educational and functional 

background diversity might differ from the reasons for introducing diversity in gender, race and 

ethnicity. As a result, these types of diversity might have different consequences" (p.309). Different and 

partly contradictive results in previous studies might also be driven by analyzing different aspects 

independently and omitting relationships between specific elements (Nielsen, 2010). Following various 

studies on this topic, we thus distinguish between socio-demographic and occupational diversity in our 

analysis (Anderson et al., 2011; Cox & Blake, 1991; Hammer et al., 2021; Mannix & Neale, 2005; 

Milliken & Martins, 1996; Nielsen, 2010). This approach also acknowledges the perspective of more 

critical papers on taxonomy of diversity aspects (e.g. Harrison & Klein, 2007; Pitcher & Smith, 2001), 

arguing that a simple combination of different diversity types in one 'total' overarching diversity should 

be avoided unless there are clear theoretical underpinnings (Harrison & Klein, 2007). As a result, we 

abstain from developing hypotheses for a "total" diversity and instead focus on socio-demographic and 

occupational diversity separately. 

Results of previous studies suggest a positive connection between socio-demographic diversity 

and performance. TMT members contribute unique cognitive attributes based on the unique personal 

experiences they make, determined by their demographic background. This kind of diversity is 

perceived as supportive and beneficial in discussions and decision-making processes, eventually 

resulting in better firm performance (Carpenter et al., 2004; Hambrick & Mason, 1984). Within private 

equity-related research, Hammer et al. (2021) find that socio-demographic diversity of deal lead partner 
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teams is associated with higher performance on deal-level measured in deal returns and multiple 

expansions. Studies analyzing individual socio-demographic aspects also support this hypothesis. 

Literature on gender diversity finds that gender diversity in TMTs or boards is associated with higher 

financial performance, lower risk and more innovative capability (Calder-Wang & Gompers, 2021; 

Campbell & Mínguez-Vera, 2007; Carter et al., 2003; Conyon & He, 2017; Perryman et al., 2016; 

Torchia et al., 2011). For nationality diversity, Nielsen & Nielsen (2013) find a positive impact on 

performance, stronger for longer-tenured teams, international firms, and munificent environments. With 

regards to social status (broadly defined, often linked to ethnic background, income, or class), previous 

research similarly finds positive associations between diversity and performance (Carter et al., 2003; 

Groh et al., 2010; Richard et al., 2007; Robinson & Dechant, 1997; Spataro, 2002).  

Overall, the literature suggests that this type of diversity leans towards positive contributions 

such as greater creativity, more innovation or higher decision quality, effectively resulting in better 

performance through improved management of information within the TMT.  

Looking at the fund level, we postulate a positive endowment effect for socio-demographic 

diversity: the higher the aggregated diversity of all partners (as 'endowment' of the fund), the higher the 

fund performance. As a result, we formulate the following hypothesis:  

H1: The aggregated socio-demographic diversity on fund level of private equity TMT is positively 

associated with fund performance. 

 

Our second hypothesis is related to occupational diversity, which, in contrast to socio-

demographic diversity, underlines negative contributions such as more conflicts and higher coordination 

efforts. We build on this assumption because occupational attributes are intentionally acquired, i.e., 

certain views and values are learned and promoted over time, with individuals becoming representatives 

of disciplines or schools of thought. Diversity still may be beneficial and complementing, but 

communication costs rise disproportionately to offset benefits gained through diversity (Pelled, 1996; 

Simons et al., 2017). There is also support for this view in private equity research: Hammer et al. (2021) 

find that occupational diversity of deal lead partner teams is associated with lower performance on the 

deal level. Some papers exploring the impact of occupational attributes (but not its diversity) find 
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positive links between functional experience and PE performance (Acharya et al., 2013; Jelic et al., 

2019). Research focusing on functional diversity (e.g. expertise or educational diversity) finds that 

diversity may increase conflicts (Knight et al., 1999; Pelled et al., 1999), slow decision processes 

(Hambrick et al. 1996) and lead to lower performance (Murray, 1989, Simons et al., 1999). Thus, we 

hypothesize a negative endowment effect on fund level: the higher aggregate occupational diversity of 

all partners, the lower the fund performance. Therefore, our second hypothesis is:  

H2: The aggregated occupational diversity on fund level of private equity TMT is negatively 

associated with fund performance. 

 

Besides the endowment with diversity on the fund level, there is a second potential reason for 

the positive/negative impact of socio-demographic/occupational diversity of TMT on the deal level, as 

shown by Hammer et al. (2021): the funds discretion on how to allocate its endowment on its different 

deals. Thus, we also analyze the allocation of a given diversity endowment over the various deals and 

its impact on fund performance. While there is little to no guidance by prior research, we find arguments 

in favor of as well as against an 'even' distribution of a given endowment on the different deals of the 

fund. For socio-demographic diversity, an even distribution will allocate the benefits of different views 

and perspectives on as many deals as possible. This view hypothesizes that the benefits from bringing 

in a different perspective backed by a person with a different cultural background/gender are decreasing 

to scale; thus, distributing the endowment evenly across deals maximizes the performance on the fund 

level. For occupational diversity, the even distribution over the fund's deals might reduce the aggregated 

additional burden of slower processes and increased conflicts. On the other hand, there are also 

arguments against an even distribution of diversity: Certain properties of deals and portfolio companies 

may require an uneven allocation of socio-demographic diversity, e.g. of nationality in case of a cross 

border buyout, and of occupational diversity, e.g. of technological expertise from a natural scientist or 

engineer. Leaning to the first line of arguments, our third set of hypotheses on diversity allocation is:  

H3a: For a given level of diversity endowment on the fund level, the fund performance increases 

with more evenly distributed socio-demographic diversity across the fund's deals.  
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H3b: For a given level of diversity endowment on the fund level, the fund performance increases 

with more evenly distributed occupational diversity across the fund's deals. 

 

Further, we account for the importance of contextual factors such as the organizational setting 

or its environment affecting managerial decisions (Finkelstein & Hambrick, 1996). Nielsen (2010) and 

Yadav & Lenka (2020) point out the importance of the industry settings as well as the institutional 

context (e.g. team process or the role of the CEO) as topics that require attention in the context of 

diversity research. We, therefore, focus on two settings that are particularly common in private equity 

funds, namely the role of the CEO and the industry specialization of funds. Many funds have a strong 

CEO or Managing Partner involved in many deals and a unique role within the fund TMT. Typically, 

their views have a greater weight due to the position within the TMT (Nielsen, 2010). Further, Gompers 

et al. (2016) note that 37% of the PE firms are organized as generalists, however, with a gradually 

increasing share and importance of specialists. Industry specialization provides funds with resources 

that can become the source of their competitive advantage and improved performance (Gompers et al., 

2016; Le Nadant et al., 2018). 

On the role of the CEO, the theoretical assumption of equal power distribution between TMT 

members (Cannella et al., 2009) has been the basis for many empirical research papers in the past 

(Georgakakis et al., 2017). Jackson (1992) highlights the ambiguity of the Upper Echelons Theory in 

disregarding the unique role of the CEO and various papers hence indicate the need for further 

development (Cannella & Holcomb, 2005; Finkelstein & Hambrick, 1996). The CEO has a decisive role 

within the TMT (Arendt et al., 2016; Ling et al., 2017) with a more substantial impact on decision-

making by facilitating and integrating information (Hambrick, 1994; S. Nielsen, 2010). On the 

performance effect of the interaction between TMT diversity and the CEO, Georgakakis et al. (2017) 

find a positive link if the CEO socio-demographically resembles the TMT, has a career background that 

is less represented within the TMT and has shared experience with other TMT members. Also, Buyl et 

al. (2011) find a positive association between functional background diversity and firm performance if 

the CEO’s shared experience with other TMT members is high (while the CEO is not the founder). All 

in all, the literature indicates that a strong CEO involvement could foster the exchange and integration 
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of information within the TMT. He or she can unleash the advantages of diversity in moderating conflict 

and existing communication needs within the TMT. This leads us to our fourth set of hypotheses: 

H4a: CEO involvement has a positive moderating effect on the relationship between socio-

demographic diversity of the TMT and fund performance.  

H4b: CEO involvement has a positive moderating effect on the relationship between occupational 

diversity of the TMT and fund performance. 

 

On fund specialization, previous literature underlines its high importance in guiding private 

equity organization strategy and structure with above 50% of the PE firms organized by industry 

(Gompers et al., 2016). Venture capital firms with industry specialization are typically associated with 

higher investment success (Gompers et al., 2009). For example, Cressy et al. (2007) find that PE industry 

specialization adds 8.5% to operating profitability vs. non-specialized PE. Previous studies stress that 

specialized PE funds are advantageous in sourcing a potential target company and are more skilled in 

evaluating its potential (Gompers et al., 2016). Le Nadant et al. (2018) note that specialist funds are 

faster and achieve more effective improvements in portfolio firms. 

Following the line of thought of Acharya et al. (2013) linking fund strategy to the occupational 

attributes of PE partners, we focus on the connection between fund industry specialization and diversity. 

This paper assumes that diversity characteristics could hamper the qualities of specialized funds, i.e. 

advantages such as complementing perspectives could be less relevant. In contrast, disadvantages such 

as high communication effort may conflict with the required speed in decision-making, which leads us 

to our fifth set of hypotheses: 

H5a: Industry specialization has a negative moderating effect on the relationship between socio-

demographic diversity of the TMT and fund performance.  

H5b: Industry specialization has a negative moderating effect on the relationship between 

occupational diversity of the TMT and fund performance. 
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3. Data and methodology 

3.1. Sample construction 

The sample of this paper is mainly based on a proprietary dataset provided by a funds-of-funds, 

which granted us exclusive access to its data room for this study. The full dataset includes approximately 

3,500 global private equity deals from around 350 funds between 1986 and 2021. We applied the 

following approach to collect information on the fund, deal and TMT characteristics: Fund level 

characteristics include headquarters, fund size, vintage year, sequence or performance information (i.e. 

gross and net MOIC and IRR). We use the GPs' estimated unrealized net asset value (NAV) for non-

liquidated funds at the reporting date. We limited our sample to funds focused on LBOs only to ensure 

better comparability. 

Additionally, we collected information such as entry date, EV at entry, HQ or industry of 

portfolio company on the deal level. To complete the sample for this study, we used CV-based 

information of involved partners to collect demographic information such as gender, nationality, date of 

birth, role at the fund, year of fund entry, previous employers, including entry and exit dates, as well as 

universities attended including study fields and degrees. To analyze the potential impact of diversity at 

both the fund and the deal level, it is crucial to understand in which deals individual partners of a fund 

were involved. Therefore, we hand-collected partners' attribution to each deal of the fund, which helped 

us to intertwine all three levels of the dataset. This step represents the most limiting filter in our sample 

construction process. Finally, we completed individual missing information by hand-collecting data 

points from Bloomberg, Mergermarket, LinkedIn, and company websites to maximize the sample size. 

Overall, this process allowed us to achieve a sample of 117 funds with 1,071 partners involved in 1,295 

deals.  

While the sample size is comparable to other peer-reviewed empirical diversity studies focusing 

on funds (mostly ranging between approx. 100-200 observations), it is larger than most other studies on 

deal-level, which mainly cover up to approx. 300 observations (Hammer et al., 2021). There are diversity 

studies that perform analyses either on the deal or fund level (or on both separately). Still, to the best of 

our knowledge, no comparable study combines an analysis on the deal and fund level.  
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As this study is based on a proprietary dataset, we have to address concerns on the 

representativeness of our sample. Table 1 gives an overview of the descriptives for the variables 

employed in our analysis. Overall, we find our sample to cover funds with a slightly larger share of deals 

in Europe. Still, its overall composition is comparable to private equity industry reports and empirical 

studies in the private equity space. First, table 1 shows that our sample has a representative distribution 

of funds over time with some peaks during economic growth, demonstrating a typical fund-raising 

activity in the market (Kaplan & Schoar, 2005). Second, the regional distribution represents private 

equity activity in Europe and the U.K. (63.2% combined) reasonably well. While our sample has a lower 

exposure to North America (6.0%), the combined share (100.0%) of European and North American 

LBOs is in line with other relevant studies. Comparing on deal level (see table A2, panel A), our sample 

has 98.9% of the observations in Europe and North America, Hammer et al. (2021) have 95.4%, while 

Strömberg (2008) has 94.1%. Third, the industry distribution of the funds' LBOs is in line with Hammer 

et al. (2021) and Strömberg (2008) based on the Fama-French 10-industry classification (see table A2, 

panel B). Finally, this sample's average LBO fund size of EUR 600 million is comparable to EUR 627 

million reported for the average of European LBO funds in 2006-20 (PitchBook, 2020). Additional 

comparisons (e.g. financial performance) follow in the descriptive statistics section. 

 

[Table 1: Sample distribution] 

3.2. Variables  

As dependent variables for fund performance, we use the natural logarithm (ln) of the gross 

money multiple (MOIC) and the internal rate of return (IRR). MOIC is defined as the ratio of the total 

generated value to the cash invested in the fund and IRR is defined as the time-weighted return of the 

fund's total invested capital. For unrealized funds, we follow the approach of Kaplan & Schoar (2005) 

by using the latest available NAV as a proxy for the final distribution to the investor. Both MOIC and 

IRR are the key indicators used for measuring private equity fund performance (Harris, Jenkinson, 

Kaplan, et al., 2014). While IRRs are popular as a performance measure in PE, Harris, Jenkinson, 

Kaplan, et al. (2014) find that multiples have a higher explanatory power vs. IRR. Given the debate 

about the reliability of IRRs as performance measures (Higson & Stucke, 2012; Rose-Smith et al., 2018), 
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we include both indicators to ensure the robustness of our results. By natural log-scaling the dependents, 

we adjust for some dataset outliers. Additionally, we run our regressions using the excess return for both 

performance measures (i.e. fund net MOIC / IRR minus median fund MOIC / IRR in the same vintage 

year based on Preqin data pull) as part of our robustness checks, following Calder-Wang & Gompers 

(2021). 

Our main explanatory variables are based on socio-demographic diversity, occupational 

diversity and total diversity as a combination of both. They are calculated following Blau's (1977) index, 

the most commonly used approach to measure diversity as variety (Harrison & Klein, 2007). For our 

analyses, we use the following alternative Blau index calculation suggested by Harrison & Klein (2007): 

𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 =  1 − ∑
𝑛𝑖(𝑛𝑖 −1)

𝑛(𝑛−1)
  (1), 

where ni absolute frequency of TMT members in the ith category  

 n total number of TMT members in a fund. 

 

While the conventional Blau index was developed for sampling with replacement from an 

infinite population (ibid.), Biemann & Kearney (2010) have shown that this formula creates a systematic 

bias in group sizes ranging between two and 20. Their simulation of indices shows that the average Blau 

score increases with increasing group sizes for the conventional Blau formula, but not for the alternative 

formula suggested by Harrison & Klein (2007). While the conventional formula uses one minus the sum 

of squared shares of group members in each category, the alternative formula uses the absolute 

frequency of group members. Particularly for small group sizes, the conventional Blau index 

underestimates the variety in groups, with the bias becoming smaller with increasing group sizes 

(Biemann & Kearney, 2010). Since the team sizes in our sample are between two and 32 partners in the 

leadership team, we thus rely on the on the index version shown above. 

To construct the diversity indices, we lean on Hammer et al. (2021) by including six components 

into our analysis which we combine by adding into socio-demographic diversity index, occupational 

diversity index, and finally, to the total diversity index, (all equally weighted, ranging from zero (no 

diversity) to one (maximum diversity)). Each component is developed specifically for the fund level and 

defined as follows: 
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(i) gender Blau diversity index – female/male ratio (Anderson et al., 2011; Farrell & Hersch, 

2005);  

(ii) national Blau diversity index – local/foreigner ratio based on fund HQ or office location 

(B. B. Nielsen & Nielsen, 2013);  

(iii) social background Blau diversity index – high-income/low-income family background4 

(Spataro, 2002);  

(iv) work experience Blau diversity index – operational/non-operational ratio5 (Acharya et al., 

2013; Jelic et al., 2019; Zarutskie, 2010); 

(v) educational background Blau diversity index – business only field of study/other ratio 

(Zarutskie, 2010); 

(vi) university network Blau diversity index – number of distinct/non-distinct universities 

(Fuchs et al., 2018). 

The fund's endowment in socio-demographic diversity is composed of indices (i) to (iii), the 

endowment in occupational diversity of indices (iv) to (vi) and the total diversity endowment by 

combining (i) to (vi).  

Concerning the allocation effect of diversity, we start by calculating the diversity indices from 

above for socio-demographic, occupational and total diversity for each deal of a particular fund and the 

corresponding average over all deals of the fund.6 Measuring the variation of diversity on deal level, we 

calculate the variance of the respective deal diversity indices for a fund and use it to measure the 

evenness of the allocation of diversity over the fund's deals: 

𝐷𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑎𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛 =
1

𝐽−1
∑ (𝑦𝑖𝑗 −  𝑦�̅�)

2𝐽
𝑗=1  (2), 

where 𝑦𝑖𝑗 diversity index for deal j of fund i  

 𝑦𝑖 average over diversity indices of all J deals in fund i. 

 

4 Used partner’s public/private university attendance for first degree as proxy due to relevance of fees. 
5 Operational is defined as consulting experience and/or significant industry experience i.e. multiple 

industry experience and/or experience in the same Fama–French 10-industry classification as the 

relevant target companies. 
6 Note that by construction of the index the average diversity over all deals of a fund is lower than the 

average endowment of diversity on fund level. 
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If the respective diversity is uniformly distributed, then our variable will have a value of zero; 

increasing the imbalance of diversity over deals will increase the value of our allocation variable. 

Further, we include CEO involvement and industry specialization as variables to consider the 

context of the fund (S. Nielsen, 2010; Yadav & Lenka, 2020). CEO involvement describes the share of 

the fund's LBOs in which the PE firm's CEO was involved, measured based on the number of deals. 

Industry specialization is a binary variable that equals one if the fund's Index of Competitive Advantage 

(ICA) based on the Fama-French 10 system is equal or higher than one, and zero otherwise. It measures 

the degree of specialization relative to other funds, i.e., a high (low) ICA value indicates a high (low) 

level of industry specialization (Cressy et al., 2007). 

Furthermore, we include control variables to account for various characteristics in the fund 

context, derived from papers focusing on private equity, fund performance and human capital:7 the 

natural logarithm (ln) of PE firm age indicates the total age of the PE firm at fund vintage year (Calder-

Wang & Gompers, 2021); the natural logarithm (ln) of the average partner age measures the average 

age of TMT members at fund vintage year (Calder-Wang & Gompers, 2021; Hammer et al., 2021); fund 

size captures the total capital invested by the fund (Fuchs et al., 2018; Harris, Jenkinson, Kaplan, et al., 

2014; Kaplan & Schoar, 2005); fund sequence is the number of fund-raising rounds of a PE firm in case 

of the respective fund (Chung, 2012; Phalippou & Gottschalg, 2009); portfolio size measures the number 

of LBOs in the fund's portfolio (Phalippou, 2006); the natural logarithm (ln) of inorganic strategy 

indicates the primary value creating strategy of the fund's LBOs (Acharya et al., 2013; Hammer et al., 

2021); the average holding period is defined as the average time from LBO entry to exit or reporting 

date in years across the fund's portfolio (Acharya et al., 2013; Achleitner et al., 2011); and GDP growth 

measures the growth of the national economy in which the fund has its headquarters in the vintage year 

(Chung, 2012; Gompers & Lerner, 2000). Note that we include additional variables fixed effects and 

another set of control variables to ensure robustness, as shown in the following chapters. 

 

 

7 Detailed variable definitions are shown in table A1. 
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3.3. Methodology  

We use cross-sectional regression models to analyze the relationship between fund performance 

and TMT diversity. H1 and H2 are tested through the following regression in our base model: 

 

𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖 = 𝛼0 + 𝛽1 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 

+ 𝜐𝑞𝐹𝑢𝑛𝑑 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑞,𝑖 + ∑ 𝜑𝑘,𝑖𝑘 + 𝜀𝑖 (3), 

 

where 𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖 represents Gross MOIC (ln) and Gross IRR (ln) of the fund. 

𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i stands for our main explanatory variables, namely the aggregated socio-

demographic diversity, occupational diversity and total diversity of the TMT, divided by the sample 

average. The vector 𝐹𝑢𝑛𝑑 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑞 includes characteristics in the fund context (PE firm age (ln) 

average partner age (ln), fund size, fund sequence, portfolio size, inorganic strategy (ln), average holding 

period and GDP growth); and 𝜑𝑘 represents various fixed effects. These include vintage year FE, 

accounting for differences driven by fund's inception period (Chung, 2012; Kaplan & Schoar, 2005); 

fund HQ FE, accounting for funds' exposure to regional differences based on the location (Gompers & 

Lerner, 2000; Phalippou & Gottschalg, 2009); industry focus FE, reflecting differences driven by 

industry exposure (Gompers et al., 2009); and team size FE, considering differences in managerial 

capacity/scale effects generated through larger teams (Calder-Wang & Gompers, 2021; Fuchs et al., 

2018).8 A positive coefficient of 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 𝑖 for socio-demographic diversity would 

reflect a positive association with fund performance; for occupational diversity our hypothesis suggests 

the opposite effect.  

To understand the allocation effect, we look at the diversity variation on deal level; we test our 

hypotheses H3a and H3b by including the 𝐷𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑎𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛 i variable into the model as follows: 

  

 

8 We use team size binary variables based on four TMT group sizes: small (1-3 partners), medium-sized 

(4-7), medium-large (8-13) and large (14 or above). 
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𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖 = 𝛼0 + 𝛽1 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i + 𝛽2 ∙ 𝐷𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑎𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛 i 

+ 𝜐𝑞𝐹𝑢𝑛𝑑 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑞,𝑖 + ∑ 𝜑𝑘,𝑖𝑘 + 𝜀𝑖 (4), 

 

A negative estimate of the coefficient for both types of diversities would suggest a negative 

impact of decreasing uniformity and thus support our hypotheses H3a and H3b. 

We test H4a and H4b through the following regression:  

 

𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖 = 𝛼0 + 𝛽1 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i ∙ 𝐶𝐸𝑂 𝑖𝑛𝑣𝑜𝑙𝑣𝑒𝑚𝑒𝑛𝑡 i 

+𝛽2 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i + 𝛽3 ∙  𝐶𝐸𝑂 𝑖𝑛𝑣𝑜𝑙𝑣𝑒𝑚𝑒𝑛𝑡 i 

+𝜐𝑞𝐹𝑢𝑛𝑑 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑞,𝑖 + ∑ 𝜑𝑘,𝑖𝑘 + 𝜀𝑖 (5), 

 

in which CEO involvement is a continuous context variable; 

𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐶𝐸𝑂 𝑖𝑛𝑣𝑜𝑙𝑣𝑒𝑚𝑒𝑛𝑡 is an interaction term between the diversity 

variables and the context variable CEO involvement; all other variables are defined above in equation 

(3). If socio-demographic diversity is positively associated with fund performance in the context of CEO 

involvement, we expect the coefficient for 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐶𝐸𝑂 𝑖𝑛𝑣𝑜𝑙𝑣𝑒𝑚𝑒𝑛𝑡  to be 

positive, indicating a positive moderating effect. If the negative connection between occupational 

diversity and fund performance is mitigated in the context of high CEO involvement, we expect the 

coefficient for 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐶𝐸𝑂 𝑖𝑛𝑣𝑜𝑙𝑣𝑒𝑚𝑒𝑛𝑡 to be positive. 

 

H5a and 5b are tested through the following regression:  

 

𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖 = 𝛼0 + 𝛽1 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i ∙ 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 i 

+𝛽2 ∙ 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i + 𝛽3 ∙ 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 i 

+𝜐𝑞𝐹𝑢𝑛𝑑 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑞,𝑖 + ∑ 𝜑𝑘,𝑖𝑘 + 𝜀𝑖 (6), 

 

where 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 i is a dummy context variable for funds with industry specialization (1 

if the fund's ICA is ≥ 1 and zero otherwise); 

𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛  is an interaction term between the 

diversity variables and the context variable industry specialization; all other variables are defined above 

in equation (3). If socio-demographic diversity is negatively associated with fund performance in the 

context of industry specialization, we expect the coefficient for 

𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛  to be negative, offsetting the positive link 

between socio-demographic diversity and fund performance. If the negative connection between 
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occupational diversity and fund performance is stronger in the context of industry specialization, we 

expect the coefficient for 𝐹𝑢𝑛𝑑 𝑑𝑖𝑣𝑒𝑟𝑠𝑖𝑡𝑦 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡 i 𝑥 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑠𝑝𝑒𝑐𝑖𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 to be negative, 

indicating a negative moderating effect. 

 

4. Results 

4.1. Descriptive statistics 

Table 2 presents an overview of the descriptive statistics for all dependent, explanatory and 

control variables. Our dependent variables gross MOIC and IRR are reported (on average) at 2.1x and 

24.5%, respectively. This is consistent with previous studies analyzing the performance of LBO funds 

(Fuchs et al., 2021; Harris, Jenkinson, & Kaplan, 2014) and a Preqin data pull for LBO funds with the 

same vintage year range as our sample.9  

 

[Table 2: Summary statistics] 

 

Our diversity variables indicate that the average occupational diversity index at 0.73 is higher 

than socio-demographic diversity at 0.33 (both ranging between 0 and 1), which reflects similar 

dynamics compared to Hammer et al. (2021). Overall, the structure of TMT members' characteristics is 

very similar to Hammer et al. (2021). For example, we report 4.2% female partners (vs. 4.9%), an 

average partner age of 40.7 years (vs. 39 years), a majority of 85.6% of the partners with higher academic 

degrees (vs. 72.0%), 86.7% of them with business studies background (vs. 75.1%), 48.1% financial/non-

operational experience (vs. 57.2%) and 64.9% top-tier work experience (vs. 75.9%).  

 

[Table 3: Distribution of partner observations by personal characteristics] 

 

 

9 We use gross data to ensure better comparability across regions within our sample. A comparison of 

net performance datapoints of our sample shows a high similarity to other papers: our sample has an 

average net MOIC of 1.7x and net IRR of 15.9%; Fuchs et al. (2021) report 1.7x and 13.5%; Harris, 

Jenkinson, & Kaplan (2014) report 1.7x and 15.7%; a Preqin data pull for LBO funds with the same 

vintage year range indicates 1.7x and 15.7%, respectively. 
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The correlation matrix of the diversity indices and their components (see table 4) indicates that 

grouping the individual components into socio-demographic and occupational diversity avoids 

multicollinearity, given the correlations across components. We conclude that in addition to theoretical 

suggestions from previous literature (see chapter 2), there are also technical reasons for grouping. 

 

[Table 4: Correlation matrix – diversity indices and respective components] 

 

Further, the average of the diversity allocation variable is higher for occupational diversity 

(0.065) compared to the socio-demographic diversity (0.022), which is assumed to be driven by the 

higher endowment of occupational diversity in the total sample (0.734 vs. 0.338).  

The remaining variables controlling fund characteristics in our sample are also in line with other 

studies in the private equity literature. The average fund size of €600 million is in line with (Fuchs et al. 

(2018), reporting $766 million (particularly taking into account exchange rates). Also, Pitchbook (2020) 

reports EUR 627 million on average for European LBO funds in 2006-20. The average fund sequence 

of 2.9 matches Phalippou & Gottschalg (2009), reporting 2.8 for LBO funds. The median portfolio size 

of 10 companies corresponds to Phalippou (2006), reporting 10 companies. An average inorganic 

strategy share of 52.8% is in line with Acharya et al. (2013), reporting 40.8%. The average holding 

period of 4.7 years is similar to Hammer et al. (2021), reporting 4.1 years on average. The average PE 

firm age of 19.1 years is close to Gompers et al. (2016), reporting 19.5 years. GDP growth has been 

directly sourced from the World Bank database.  

Overall, the correlation matrix for the base regressions (see table 5) indicates pairwise 

correlations below 0.7. In addition, VIF for all multivariate regressions is below the critical value of 10 

(Neter et al., 1996), with averages below 5 (and maximum < 10 for individual coefficients), indicating 

limited issues of multicollinearity. 

 

[Table 5: Correlation matrix – base regressions] 
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4.2. Regression results 

This section presents the empirical analysis for our hypotheses concerning endowment (H1 and 

H2) and allocation of diversity (H3a/b). We start testing H1 and H2 using the fund's endowment with 

socio-demographic and occupational diversity as our main explanatory variables, along with control 

variables and fixed effects. We analyze their impact on fund performance measured by gross MOIC (ln) 

and gross IRR (ln) (specifications 1 and 3, respectively). Further, we analyze the connection between 

performance indicators and a combined total diversity index (specifications 2 and 4, respectively). Table 

6 displays the results: 

 

[Table 6: Fund performance relative to TMT diversity – base results] 

 

Our base model finds strong support for H1 and H2: A high endowment of socio-demographic 

diversity is significantly positive, while a high endowment of occupational diversity has a significant 

negative impact on MOIC and IRR. In line with these results, we see no significant connection between 

the total diversity endowment and fund performance, confirming previous findings by Hammer et al. 

(2021). Further, our control variables fund size, average holding period (ln) and GDP growth show a 

significant negative correlation with fund performance, whereas inorganic strategy (ln) correlates 

positively with fund performance. The shift in statistical significance when moving from MOIC to IRR 

for the variables "inorganic strategy" and "average holding period" can be explained by a special 

interaction between the two variables: As an inorganic strategy requires additional effort to integrate 

acquired add on transactions, the holding period of deals following such a strategy is significantly longer 

than for buyouts without add on transactions (Hammer et al., 2017). Thus, when measuring performance 

via IRR, the extended holding period offsets the positive outperformance measured via the multiple 

MOIC yielding a switch to an insignificant impact for the IRR. On the other hand, with an increase of 

the holding period, a given MOIC is transposed over a longer time frame, thus explaining the switch to 

a negative and significant impact of holding period for the IRR as a dependent. The signs of the 

remaining control variables are in line with previous private equity literature results. 
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Next, we analyze the role of the allocation for a given endowment on the fund's performance by 

including the variance of the diversity indices over the different deals of a particular fund as our 

allocation variable. Table 7 presents the results:  

 

[Table 7: Fund performance relative to TMT diversity – base results incl. diversity allocation] 

 

First, we find that our basic endowment effects are still statistically significant with an 

unchanged sign. Concerning allocation effects for occupational diversity, we find strong support for our 

hypothesis 3b: the variable has a negative coefficient estimate being significant at a 99% confidence 

level. Thus, an increase in the variance of deal diversity by an imbalanced allocation has a negative 

impact on fund performance as suggested by H3b; this type of diversity should thus be allocated evenly 

over the different deals. On the other side, the results of our analysis yield a rejection of the hypotheses 

H3a: we observe a significant positive coefficient estimate for the allocation of socio-demographic 

diversity. This result would suggest that the endowment of socio-demographic diversity should be 

allocated unevenly and concentrated on particular deals and portfolio companies.  

While we recognize that some deal properties (e.g., cross-border buyouts) may require a higher 

concentration of socio-demographic diversity, we still believe that the allocation effect does not directly 

cause this counter-intuitive result. Instead, we hypothesize a particular interaction between endowment 

and allocation responsible for this result: If the endowment of diversity on a fund level is low, then an 

even distribution of this diversity on all deals may be physically impossible. If there is e.g. just one 

female partner in the entire fund, she cannot be assigned to all deals of a fund. The low level of 

endowment thus enforces an uneven allocation; the female partner may be allocated to just one or two 

deals, thus "skewing" the diversity distribution and increasing its variance compared to a case of a fund 

without a female partner. We thus hypothesize that funds with a higher endowment of diversity are 

better able to achieve an even distribution over its deals; being better able to gain the benefits of 

diversity, these funds should thus have a positive impact of allocating socio-demographic diversity 

evenly. We split the sample based on the mean value into funds with above-average endowment and 

funds with below-average endowment and include a dummy variable displaying a value of one for all 
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funds of the first group. In a second step, we multiply this dummy with the allocation variables for our 

two diversity groups and include these interaction variables into our regression model. The results for 

our extended model are shown in table 8. 

 

[Table 8: Fund performance relative to TMT diversity – base results incl.  

diversity allocation and interaction term] 

 

First, we recognize that all significant results derived for the endowment and the allocation 

effects for both types of diversity in the preceding versions of our regression model prevail in sign and 

significance. Of particular interest are now the coefficients for the interaction variables of both types of 

diversity. While this effect is insignificant for the IRR as a performance measure, we observe a 

significant interaction for the MOIC. For socio-demographic diversity the significant and negative 

coefficient of the interaction variable suggests that for funds with an above-average endowment the 

impact of an increasing imbalance of the allocation is significantly more negative than for the funds with 

a below-average endowment. Funds with a high endowment, being better able to allocate it evenly over 

the deals, face a significantly higher negative impact on their performance when abstaining from it than 

funds with a low endowment (which are forced by their endowment to abstain from it). Also, the 

negative coefficient estimate of the interaction variable (3.958) exceeds in absolute size the coefficient 

of the socio-demographic allocation variable (3.162), thus yielding an overall positive net effect of a 

more evenly distributed diversity on fund performance for the fund with an above average endowment. 

We take this result as evidence that the positive coefficient for the allocation variable is driven by funds 

being forced by their low endowment of diversity into an imbalanced allocation over their deals.  

For occupational diversity, we also observe a significant and negative coefficient for the 

interaction variable. In this case, however, the coefficient of the interaction and of the base allocation 

variable have the same sign. The base effect displaying a negative impact of distributing diversity more 

evenly over deals is even more pronounced for funds with a high level of endowment. This result 

suggests that funds having the opportunity to allocate the endowment more evenly due to a higher 
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endowment face even more negative consequences for their performance when they do not use this 

opportunity.  

Table 9 shows our results for H4a and H4b. We interact CEO involvement with the various 

diversity variables to understand whether results change in the context of CEO involvement, i.e. 

specifications 1 and 3 for socio-demographic diversity, specifications 2 and 4 for occupational diversity. 

Supporting H4b, we see a significant positive relationship between fund performance and the interaction 

term CEO involvement x occupational diversity endowment. This result indicates that CEO involvement 

can foster the exchange and integration of information within TMT, associated with higher fund 

performance. Buyl et al. (2011) find similar results regarding firm performance and functional diversity 

of TMT. However, the relationship between fund performance and CEO involvement x socio-

demographic diversity endowment is insignificant, therefore not supporting H4a, despite the positive 

sign of the coefficient. 

To summarize, CEO involvement positively moderates the negative association of occupational 

diversity with fund performance but has a limited impact on the connection between socio-demographic 

diversity and fund performance. CEO involvement individually does not appear to be statistically related 

to fund performance. Our control variables are qualitatively comparable to the results of our base model. 

 

[Table 9: Fund performance relative to TMT diversity and CEO involvement] 

 

Table 10 reports our results for H5a and H5b. We interact industry specialization with the 

various diversity variables to understand whether results change in the context of specialized funds. We 

show socio-demographic diversity in specifications 1 and 3 and occupational diversity in specifications 

2 and 4. Supporting H5a, we see a significant negative relationship between fund performance and the 

interaction term fund specialization x socio-demographic diversity endowment. The interaction term 

fund specialization x occupational diversity endowment is insignificant. Thus, H5b is not supported.  

Overall, these results indicate that diversity could hamper the qualities of specialized funds; 

typically, they can be faster and able to achieve more effective improvements in portfolio firms (Le 
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Nadant et al., 2018), resulting in better performance. Our control variables are qualitatively in line with 

the results of our base model. 

 

[Table 10: Fund performance relative to TMT diversity and industry specialization] 

 

4.3. Sensitivity and robustness 

To validate our results, we perform various sensitivity and robustness tests. First, we test for 

potential omitted variables bias by following Frank (2000) by comparing impact thresholds (see table 

A3). The impact threshold represents the minimum product of the partial correlations between an 

unobserved variable and the predictor as well as between an unobserved variable and the dependent 

variable that would lead to an insignificant relation. We find that the impact threshold for an 

unobservable variable would need to have a relatively high value of 0.131 to invalidate our significantly 

positive relationship between socio-demographic diversity endowment and gross MOIC (ln) in base 

results (specification 1 in Table 6). A comparison to the impact thresholds of other independent variables 

indicates that this appears high, as the variable with the highest impact is 0.065. Additional impact 

threshold tests for all other specifications and dependent variables show similar results. Therefore, we 

find strong robustness regarding uncontrolled external effects. 

Second, we perform our analyses with an alternative set of control variables (see table A4) by 

applying the model specification of Hammer et al. (2021). We add PEI 100, sponsor experience and 

average deal value as additional fund control variables. As additional TMT controls, we add share of 

top-tier work experience, average work experience, share of chartered accountants and share of higher 

academic degree, but omit average partner age (ln) to avoid multicollinearity. Like our base results, 

socio-demographic diversity endowment positively correlates with fund performance indicators, while 

occupational diversity endowment negatively correlates with fund performance. 

Third, we perform a sensitivity test on dependent and main explanatory variables to address 

possible measurement errors. We replace gross MOIC (ln) and gross IRR (ln) with excess return, i.e., 

excess net MOIC and excess net IRR compared to the median performance of LBO funds with the same 

vintage year (see table A5), following the approach of Calder-Wang & Gompers (2021). A high 
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similarity of our average net MOIC and IRR to the benchmark, a Preqin data pull for approx. 2,000 LBO 

funds, has been ensured. For our main explanatory variables, we apply the natural logarithms, i.e. socio-

demographic diversity endowment (ln), occupational diversity endowment (ln) and total diversity 

endowment (ln), to ensure that the results are not driven to potential outliers (see table A6). Overall, our 

base results seem not to be sensitive to the choice of the dependent variable and outliers in our diversity 

indices. 

Finally, we perform a sub-sample robustness test (see table A7) by applying our base model 

specifications to advanced funds only to eliminate the potential bias of net asset values. Guided by 

previous PE literature, we use the following filters to our sample: Funds a) need to be officially 

liquidated, or b) should have unchanged returns for minimum final six quarters observed, and c) should 

have at least an age of 9 years (Chung, 2012) or a reported unrealized value of less than 10% of 

committed capital (Kaplan & Schoar, 2005). As a result, our sample shrinks to 83 funds with 988 LBO 

deals. Like our base results, socio-demographic diversity endowment has a significant positive 

coefficient, while occupational diversity endowment has a significant negative coefficient. In addition, 

our control variables are qualitatively comparable to the results of our base model. To summarize, we 

find robust results indicating no sensitivity created by net asset values. 
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5. Discussion and conclusions 

While diversity has become an important topic in public discourse and management literature, 

the discussion about its benefits and costs is still in an infant stage in the private equity industry and 

research. Private equity firms are still perceived to have institutional structures, which promote careers 

of primarily white men, who obtained their degrees from a few prestigious schools and gained 

experience in top-tier consulting firms or banks (Fuchs et al., 2021; Gompers & Kovvali, 2018; Siming, 

2014). 

However, there are meaningful attempts in the private equity industry to address the issue of 

low diversity in their teams and portfolio firms; these initiatives are triggered by increased regulatory 

requirements with respect to ESG, growing demands from LPs and finally, by own interest of private 

equity funds. Against this background, an important question is whether 'improving' diversity in private 

equity has benefits exceeding its cost. As there are high-powered economic incentives of the decision-

makers in private equity, this requires an in-depth analysis of the impact of diversity on performance. 

While various studies address individual aspects of diversity, Hammer et al. (2021) recently have linked 

diversity of deal lead partner teams to buyout performance, finding a positive impact for socio-

demographic and a negative/neutral impact for occupational diversity.  

This paper extends the analysis upon the performance on the fund level. Moving from deal level 

to fund level is not simply 'scaling up' the analysis; combining deal and fund level adds an additional 

dimension to the analysis: The first layer is the 'endowment' of the overall fund measured by the 

aggregated diversity over all partners. The second layer is the allocation of a given endowment over the 

fund's deals. We aim to determine whether the impact of diversity on performance on the fund level is 

caused by the fund's endowment and/or by a "wise" allocation of a given endowment on the different 

deals of the fund. Further, we provide empirical evidence at the intersection of diversity, constraining 

factors such as CEO involvement and industry specialization and fund performance. 

By analyzing a sample of 117 funds managing 1,295 deals through 1,071 partners, we find a 

positive endowment effect for socio-demographic diversity and a negative one for occupational 

diversity, thus supporting the results of Hammer et al. (2021) on the deal level. Beyond, our results on 

the allocation of diversity suggest a positive effect of uniformity on performance for occupational 
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diversity. While we first find a negative effect of uniformity for socio-demographic diversity, our 

additional analysis reveals that this result is driven by low levels of diversity, enforcing an uneven 

allocation of a low endowment. When funds have a high enough endowment of diversity (and are 

physically able to distribute it more evenly), uniformity positively impacts fund performance. 

Furthermore, we see that high CEO involvement could help mitigate the adverse effects of occupational 

diversity, and funds with higher industry specialization could suffer from socio-demographic diversity.  

Our study has several managerial implications for the private equity industry. Generally, it may 

guide investing LPs to consider TMT diversity in their investment decisions and supports GPs with their 

staffing decisions (recruitment, retention or allocation of team members to individual LBO teams). In 

the context of low socio-demographic diversity in the private equity industry, our study provides 

empirical evidence for the performance benefits of higher diversity. However, results on occupational 

diversity indicate that not all kinds of diversity are associated with higher performance. At the same 

time, investors and GPs should take diversity into account when allocating partners to individual deals. 

In addition, our results also show that the institutional setting (role of the CEO) and the environment in 

which the funds are active (industry specialization) determine the required level of diversity. 

Finally, we address some limitations of our research and line out implications for future 

research. First, our study does not allow causal inferences between diversity indices and fund 

performance. Our results are also limited because diversity cannot be allocated continuously. Second, 

as we cannot differentiate between each TMT member's contribution (i.e. capacity and time) to deal and 

fund success, we have to assume that there is an equal contribution. Third, our study so far does not 

capture technical properties of particular deals/portfolio companies requiring a particular set of diversity 

as e.g. cross border transactions, technological expertise etc., driving the allocation decision of the fund. 

Finally, the scope of this study is limited to the fund TMT. It, therefore, neglects the characteristics of 

managers at portfolio firms. While acknowledging potential difficulties in collecting sufficient data for 

a reasonable sample size, in our view, this would add another valuable perspective to gain insights into 

the role of diversity.   
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7. Tables 

Table 1. Sample distribution 

This table shows the distribution of our sample of 117 LBO funds. The panels illustrate the distribution of funds by vintage 

period (panel A) and geographic region of funds’ headquarters (panel B). 

Panel A: Fund distribution by vintage period Obs. Share 

New Economy (1995-2000) 14 12.0% 

Post New Economy (2001-2003) 12 10.3% 

Buyout Boom (2004-2007) 25 21.4% 

Financial Crisis (2008-2010) 18 15.4% 

Post Financial Crisis (2011-2015) 29 24.8% 

Robust Buyout Growth (≥_2016) 19 16.2% 

Total 117 100.0% 

   

Panel B: Fund distribution by HQ region Obs. Share 

North America (USA & Canada) 7 6.0% 

U.K. 36 30.8% 

Continental Europe 74 63.2% 

North America & Europe (incl. U.K.) 117 100.0% 

Rest of the World 0 0.0% 

Total 117 100.0% 

 

  



Working paper - Please do not quote or cite without permission 

37 

Table 2. Summary statistics  

This table presents the summary statistics. Panel A shows the values of all dependent variables used in our regression analyses 

and robustness tests. Panel B shows the respective values of all explanatory and control variables. 

Panel A: Dependent variables 

 Variable  Obs.  Mean Median  Std. Dev.  Min  Max 

 Gross MOIC 117 2.106 2.023 0.728 0.983 5.796 

 Gross IRR 117 0.245 0.218 0.141 0.018 1.140 

 Gross MOIC (ln) 117 1.109 1.110 0.218 0.684 1.916 

 Gross IRR (ln) 117 0.213 0.197 0.103 0.018 0.761 

 Excess Net MOIC 117 0.053 -0.017 0.466 -0.845 2.870 

 Excess Net IRR 117 0.012 0.001 0.109 -0.280 0.740 

  

Panel B: Independent and control variables 

Variable  Obs.  Mean Median  Std. Dev.  Min  Max 

 Avg. deal value 117 213.954 98.093 371.368 10.646 2817.779 

 Avg. holding period 117 4.682 4.656 2.504 0.305 16.803 

 Avg. holding period (ln) 117 1.639 1.732 0.459 0.266 2.879 

 Avg. partner age 117 40.695 40.727 5.352 30.200 55.666 

 Avg. partner age (ln) 117 3.697 3.706 0.131 3.407 4.019 

 Avg. work experience 117 16.927 17.130 5.215 5.800 32.200 

 CEO involvement 117 0.580 0.571 0.235 0.210 1.000 

 Fund size 117 599.494 246.730 778.764 32.471 3756.402 

 Fund sequence 117 2.880 2.000 1.791 1.000 9.000 

 GDP growth 117 0.029 0.029 0.013 -0.035 0.044 

 ICA dummy (industry 

 specialization 

117 0.615 1.000 0.488 0.000 1.000 

 Inorganic strategy 117 0.528 0.526 0.233 0.000 1.000 

 Inorganic strategy (ln) 117 0.412 0.422 0.158 0.000 0.693 

 Occupational diversity index 117 0.734 0.803 0.192 0.000 1.000 

 OD: endowment 117 1.009 1.103 0.264 0.000 1.372 

 OD: endowment (ln) 117 0.687 0.743 0.147 0.000 0.864 

 OD allocation 117 0.065 0.055 0.046 0.000 0.220 

 OD allocation (ln) 117 0.062 0.030 0.043 0.000 0.199 

 PE firm age 117 19.063 19.166 7.934 3.000 38.500 

 PE firm age (ln) 117 2.911 3.004 0.443 1.386 3.676 

 PEI 100 117 0.256 0.000 0.438 0.000 1.000 

 Portfolio size 117 11.068 10.000 5.625 3.000 38.000 

 Share of chartered accountants 117 0.088 0.000 0.156 0.000 0.714 

 Share higher academic degree 117 0.842 0.960 0.223 0.200 1.000 

 Share top-tier work experience 117 0.632 0.666 0.207 0.142 1.000 

 Sponsor experience 117 3.624 3.555 0.659 2.079 4.852 

 Socio-demographic diversity 

 index 

117 0.338 0.309 0.173 0.000 1.000 

 SD: endowment 117 1.008 0.922 0.516 0.000 2.978 

 SD: endowment (ln) 117 0.665 0.653 0.253 0.000 1.381 

 SD allocation 117 0.022 0.018 0.021 0.000 0.133 

 SD allocation (ln) 117 0.022 0.009 0.021 0.000 0.125 

 Total diversity index 117 0.564 0.571 0.148 0.000 1.000 

 TD: endowment 117 1.008 1.020 0.265 0.000 1.785 

 TD: endowment (ln) 117 0.688 0.703 0.140 0.000 1.024 

 TD allocation 117 0.029 0.024 0.027 0.000 0.192 

 TD allocation (ln) 117 0.029 0. 024 0.026 0.000 0.175 

  

  



Working paper - Please do not quote or cite without permission 

38 

Table 3. Distribution of partner observations by personal characteristics 

This table presents the biographic information on 1,071 PE partner observations. The table shows the distribution of partner 

observations by gender (panel A), age (panel B), academic degree (panel C), educational background (panel D), university type 

(panel E), operational/financial work experience (panel F) and top-tier work experience (panel G). 

Panel A: Gender distribution Obs. Share 

Male                         1,026 95.8% 

Female                              45 4.2% 

Total                        1,071 100.0%  
    

Panel B: Age distribution Obs. Share 

Age ≤ 39 years 562 52.5% 

Age ≥ 40 years 509 47.5% 

Total                        1,071  100.0% 

Ø age (years)  

                        

40.7  
    

Panel C: Academic degree distribution Obs. Share 

Higher academic degree (e.g. Master, MBA, PhD)  917 85.6% 

Bachelor 151 14.1% 

No degree or n/a 3 0.3% 

Total                        1,071  100.0% 

      

Panel D: Educational background distribution Obs. Share 

Business only background 690 64.4% 

Business + other background                            239  22.3% 

Business background                            929  86.7% 

Non-business background 137 12.7% 

No background or n/a 5 0.5% 

Total                        1,071  100.0% 

      

Panel E: University type distribution (First degree only) Obs. Share 

Public 524 48.9% 

Private 547 51.1% 

Total                        1,071  100.0% 

      

Panel F: Operational/financial experience Obs. Share 

Consulting experience only 175 16.3% 

Relevant industry experience only 64 6.0% 

Consulting + relative industry experience 70 6.5% 

Operational experience 556 51.9% 

Financial/non-operational experience 515 48.1% 

Total                        1,071  100.0% 

      

Panel G: Top-tier work experience distribution Obs. Share 

Top-tier work experience 7695 64.9% 

No top-tier work experience 376 35.1% 

Total                        1,071  100.0% 
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Table 4. Correlation matrix – diversity indices and their components 

This table presents the correlation matrix of the total diversity index, the two diversity sub-indices and the diversity components. *, ** and *** denote statistical significance at the 10%, 5% and 

1% levels, respectively. 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) 

(1) Total diversity (TD) 1.000         

(2) Socio-demographic diversity (SD) 0.766*** 1.000        

(3) SD: gender 0.555*** 0.646*** 1.000       

(4) SD: nationality 0.297*** 0.516*** -0.146 1.000      

(5) SD: social background 0.417*** 0.518*** -0.046 0.176* 1.000     

(6) Occupational diversity (OD) 0.738*** 0.132 0.177* -0.083 0.099 1.000    

(7) OD: educational background 0.290*** 0.152* -0.152* 0.234** 0.302*** 0.288*** 1.000   

(8) OD: university networks 0.477*** -0.035 0.247*** -0.307*** -0.114 0.773*** -0.257*** 1.000  

(9) OD: work experience 0.407*** 0.196** 0.123 0.131 0.071 0.423*** -0.134 0.123 1.000 
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Table 5. Correlation matrix – base regressions 

This table presents the correlation matrix of the independent variables used for our base regressions. Panel A shows the correlation matrix for total diversity endowment and panel B for the two 

diversity sub-indices. *, ** and *** denote statistical significance at the 10%, 5% and 1% levels, respectively. 

Panel A: Correlation matrix for total diversity endowment 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) 

(1) Total diversity endowment 1.000         

(2) Fund size 0.080 1.000        

(3) Portfolio size -0.005 0.534*** 1.000       

(4) PE firm age (ln) 0.146 0.303*** 0.464*** 1.000      

(5) Fund sequence 0.079 0.424*** 0.176* 0.546*** 1.000     

(6) Inorganic strategy (ln) 0.235** 0.223** 0.062 0.039 0.046 1.000    

(7) Avg. holding period (ln) 0.103 0.113 0.187** 0.186** -0.228** 0.153* 1.000   

(8) Avg. partner age (ln) -0.170* 0.037 -0.059 -0.006 0.431*** -0.140 -0.615*** 1.000  

(9) GDP growth 0.009 -0.022 0.104 0.080 -0.034 0.080 0.287*** -0.170* 1.000 

 

 

Panel B: Correlation matrix for socio-demographic and occupational diversity endowment 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

(1) SD diversity endowment 1.0000          

(2) OD diversity endowment 0.1320 1.0000         

(3) Fund size -0.1060 0.234** 1.0000        

(4) Portfolio size -0.213** 0.215** 0.534*** 1.0000       

(5) PE firm age (ln) -0.0970 0.326*** 0.303*** 0.464*** 1.0000      

(6) Fund sequence -0.1040 0.231** 0.424*** 0.176* 0.546*** 1.0000     

(7) Inorganic strategy (ln) 0.190** 0.163* 0.223** 0.0620 0.0390 0.0460 1.0000    

(8) Avg. holding period (ln) 0.0200 0.1380 0.1130 0.187** 0.186** -0.228** 0.153* 1.0000   

(9) Avg. partner age (ln) -0.1290 -0.1260 0.0370 -0.0590 -0.0060 0.431*** -0.1400 -0.615*** 1.0000  

(10) GDP growth 0.0270 -0.0150 -0.0220 0.1040 0.0800 -0.0340 0.0800 0.287*** -0.170* 1.0000 
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Table 6. Fund performance relative to TMT diversity – base results 

This table presents the results of multiple regressions of fund performance on TMT diversity (see Eq. (3)). The dependent 

variables are gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting 

year. Socio-demographic diversity endowment, occupational diversity endowment and total diversity endowment are the main 

explanatory variables. We control for various fund characteristics and vintage year, fund HQ, industry focus and team size fixed 

effects. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote statistical significance at the 

10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment 0.099***  0.056***  

 (0.032)  (0.017)  

     

OD endowment -0.246***  -0.121***  

 (0.086)  (0.041)  

     

TD endowment  -0.004  0.010 

  (0.073)  (0.035) 

     

Fund size -0.000 -0.000 -0.000*** -0.000** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size 0.001 -0.002 0.002 0.001 

 (0.003) (0.003) (0.002) (0.002) 

     

PE firm age (ln) 0.014 0.007 -0.008 -0.012 

 (0.050) (0.059) (0.027) (0.034) 

     

Fund sequence -0.006 -0.003 0.005 0.006 

 (0.014) (0.015) (0.006) (0.007) 

     

Inorganic strategy (ln) 0.386*** 0.396*** 0.012 0.017 

 (0.085) (0.084) (0.062) (0.068) 

     

Avg. holding period (ln) 0.035 0.004 -0.098** -0.114** 

 (0.054) (0.062) (0.046) (0.052) 

     

Avg. partner age (ln) -0.007 -0.039 -0.033 -0.050 

 (0.222) (0.237) (0.131) (0.136) 

     

GDP growth -1.637 -0.383 -3.419** -2.763 

 (1.065) (1.092) (1.708) (1.742) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.00 7.88 8.00 7.88 

Mean VIF 3.93 3.81 3.93 3.81 

Obs. 117 117 117 117 

adj. R2 0.522 0.441 0.360 0.263 

  

https://onlinelibrary.wiley.com/doi/full/10.1111/1467-8551.12456#bjom12456-disp-0002
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Table 7. Fund performance relative to TMT diversity – base results incl. diversity allocation 

This table presents the results of multiple regressions of fund performance on TMT diversity (see Eq. (4)). The dependent 

variables are gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting 

year. In addition to the explanatory variables and controls in Table 6, we add the diversity allocation variables. We use robust 

clustering of standard errors displayed in parentheses. *, ** and *** denote statistical significance at the 10%, 5% and 1% 

levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment 0.065**  0.034*  

 (0.029)  (0.018)  

     

OD endowment -0.181**  -0.098**  

 (0.082)  (0.040)  

     

TD endowment  -0.003  0.002 

  (0.069)  (0.035) 

     

SD allocation 2.358***  1.318**  

 (0.855)  (0.578)  

     

OD allocation -1.431***  -0.590**  

 (0.416)  (0.231)  

     

TD allocation  -0.012  0.153 

  (0.771)  (0.424) 

     

Fund size -0.000 -0.000 -0.000** -0.000** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size -0.002 -0.002 0.001 0.001 

 (0.003) (0.003) (0.002) (0.002) 

     

PE firm age (ln) 0.032 0.007 0.001 -0.011 

 (0.044) (0.059) (0.025) (0.033) 

     

Fund sequence -0.005 -0.003 0.004 0.005 

 (0.013) (0.016) (0.006) (0.007) 

     

Inorganic strategy (ln) 0.407*** 0.396*** 0.027 0.018 

 (0.088) (0.085) (0.058) (0.068) 

     

Avg. holding period (ln) 0.032 0.004 -0.103** -0.116** 

 (0.051) (0.063) (0.045) (0.052) 

     

Avg. partner age (ln) -0.082 -0.040 -0.053 -0.043 

 (0.229) (0.244) (0.132) (0.138) 

     

GDP growth -1.546 -0.382 -3.391** -2.774 

 (0.949) (1.093) (1.500) (1.757) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.29 8.00 8.29 8.00 

Mean VIF 3.91 3.82 3.91 3.82 

Obs. 117 117 117 117 

adj. R2 0.573 0.436 0.404 0.256 

 

  

https://onlinelibrary.wiley.com/doi/full/10.1111/1467-8551.12456#bjom12456-disp-0002
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Table 8. Fund performance relative to TMT diversity – base results incl. diversity allocation and 

interaction term 

This table presents the results of multiple regressions of fund performance on TMT diversity. The dependent variables are gross 

MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting year. In addition 

to the explanatory variables and controls in Table 6, we interact an endowment dummy for funds holding above-average 

diversity endowment with the diversity allocation terms. We use robust clustering of standard errors displayed in parentheses. 

*, ** and *** denote statistical significance at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment dummy x  

SD allocation  

-3.958*  0.086  

 (2.016)  (1.129)  

     

OD endowment dummy x  

OD allocation  

 -2.050**  -0.490 

  (0.948)  (0.443) 

     

SD allocation  3.162*** 2.068** 1.403** 1.272** 

 (0.932) (0.869) (0.620) (0.592) 

     

OD allocation -1.453*** -0.967** -0.601** -0.490* 

 (0.409) (0.460) (0.232) (0.270) 

     

SD endowment dummy 0.126*  0.034  

 (0.068)  (0.037)  

     

OD endowment dummy  0.055  -0.001 

  (0.073)  (0.046) 

     

SD endowment 0.104** 0.073*** 0.059** 0.038* 

 (0.050) (0.028) (0.024) (0.019) 

     

OD endowment -0.171** -0.242** -0.090** -0.135** 

 (0.080) (0.116) (0.042) (0.066) 

     

Fund size -0.000 -0.000 -0.000*** -0.000** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size -0.004 -0.002 0.001 0.001 

 (0.003) (0.003) (0.002) (0.002) 

     

PE firm age (ln) 0.037 0.036 0.001 0.004 

 (0.042) (0.044) (0.025) (0.025) 

     

Fund sequence -0.002 -0.005 0.004 0.004 

 (0.013) (0.013) (0.006) (0.007) 

     

Inorganic strategy (ln) 0.393*** 0.421*** 0.033 0.030 

 (0.090) (0.085) (0.058) (0.058) 

     

Avg. holding period (ln) 0.065 0.014 -0.097** -0.109** 

 (0.058) (0.051) (0.047) (0.045) 

     

Avg. partner age (ln) -0.113 -0.106 -0.028 -0.055 

 (0.227) (0.224) (0.140) (0.133) 

     

GDP growth -1.663* -1.382 -3.388** -3.364** 

 (0.874) (0.905) (1.468) (1.534) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 
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Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.51 8.31 8.51 8.31 

Mean VIF 4.12 4.29 4.12 4.29 

Obs. 117 117 117 117 

adj. R2 0.586 0.598 0.403 0.404 
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Table 9. Fund performance relative to TMT diversity and CEO involvement 

This table presents the results of multiple regressions of fund performance on TMT diversity (see Eq. (5)). The dependent 

variables are gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting 

year. In addition to the explanatory variables and controls in Table 6, we interact diversity endowment with CEO involvement. 

We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote statistical significance at the 10%, 

5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

CEO involvement x  

SD endowment 

0.097  0.034  

 (0.147)  (0.074)  

     

CEO involvement x  

OD endowment 

 0.819**  0.453*** 

  (0.410)  (0.148) 

     

SD endowment 0.081** 0.107*** 0.047** 0.059*** 

 (0.035) (0.036) (0.019) (0.017) 

     

OD endowment -0.240*** -0.309*** -0.118*** -0.155*** 

 (0.090) (0.093) (0.042) (0.035) 

     

CEO involvement 0.075 0.098 0.054 0.069 

 (0.129) (0.112) (0.050) (0.048) 

     

Fund size -0.000 -0.000 -0.000*** -0.000*** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size 0.002 0.002 0.003 0.003 

 (0.003) (0.004) (0.002) (0.002) 

     

PE firm age (ln) 0.009 0.010 -0.011 -0.011 

 (0.049) (0.053) (0.028) (0.029) 

     

Fund sequence -0.000 0.009 0.009 0.014* 

 (0.017) (0.016) (0.007) (0.008) 

     

Inorganic strategy (ln) 0.387*** 0.377*** 0.012 0.007 

 (0.086) (0.089) (0.062) (0.060) 

     

Avg. holding period (ln) 0.038 0.027 -0.099** -0.103** 

 (0.059) (0.059) (0.048) (0.048) 

     

Avg. partner age (ln) -0.062 0.049 -0.071 -0.011 

 (0.223) (0.251) (0.132) (0.133) 

     

GDP growth -1.649 -1.533 -3.446* -3.374** 

 (1.046) (1.047) (1.747) (1.606) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.16 8.32 8.16 8.32 

Mean VIF 3.98 4.03 3.98 4.03 

Obs. 117 117 117 117 

adj. R2 0.517 0.554 0.354 0.407 
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Table 10. Fund performance relative to TMT diversity and industry specialization 

This table presents the results of multiple regressions of fund performance on TMT diversity (see Eq. (6)). The dependent 

variables are gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting 

year. In addition to the explanatory variables and controls in Table 6, we interact diversity endowment with industry 

specialization. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote statistical significance 

at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

ICA dummy x  

SD endowment 

-0.139**  -0.094**  

 (0.059)  (0.037)  

     

ICA dummy x 

OD endowment 

 0.190  0.068 

  (0.160)  (0.075) 

     

SD endowment 0.187*** 0.101*** 0.116*** 0.057*** 

 (0.043) (0.032) (0.029) (0.017) 

     

OD endowment -0.271*** -0.354** -0.138*** -0.159** 

 (0.080) (0.147) (0.034) (0.062) 

     

ICA dummy -0.108*** -0.104*** -0.028 -0.025 

 (0.037) (0.038) (0.018) (0.017) 

     

Fund size -0.000 -0.000 -0.000** -0.000*** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size -0.000 0.001 0.001 0.002 

 (0.003) (0.003) (0.002) (0.002) 

     

PE firm age (ln) 0.009 0.018 -0.011 -0.006 

 (0.050) (0.048) (0.025) (0.029) 

     

Fund sequence -0.005 -0.006 0.005 0.004 

 (0.014) (0.014) (0.006) (0.006) 

     

Inorganic strategy 

(ln) 

0.400*** 0.390*** 0.022 0.014 

 (0.085) (0.083) (0.060) (0.062) 

     

Avg. holding 

period (ln) 

-0.001 0.054 -0.122** -0.091* 

 (0.054) (0.061) (0.049) (0.047) 

     

Avg. partner age 

(ln) 

-0.082 0.051 -0.084 -0.012 

 (0.225) (0.223) (0.127) (0.139) 

     

GDP growth -1.832 -2.047* -3.551** -3.565** 

 (1.131) (1.198) (1.527) (1.731) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.08 8.00 8.08 8.00 

Mean VIF 4.16 4.05 4.16 4.05 

Obs. 117 117 117 117 

adj. R2 0.540 0.529 0.401 0.360 
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8. Appendix 

Table A1. Variable definitions 

Variable Description 

Panel A: Dependent variables 

Gross MOIC (ln) Natural logarithm of the gross multiple of the fund's total invested 

capital into LBOs. 

Gross IRR (ln) Natural logarithm of the gross internal rate of return (IRR) – the time-

weighted return of the fund's total invested capital, expressed as a 

percentage. 

Excess Net MOIC Fund net MOIC (accounts for management fees, carried interest, fund 

expenses, etc.) minus median fund return in the same vintage year. 

Excess Net IRR Fund net IRR (accounts for management fees, carried interest, fund 

expenses, etc.) minus median fund return in the same vintage year. 

Panel B: Independent variables 

Average deal value Fund's average deal value in million EUR based on target companies' 

EV at entry. 

Average holding period  The average time in years from entry to reporting date of the funds' 

LBOs. 

Average holding period (ln) Natural logarithm of average holding period (see respective definition). 

Average partner age The average age in years of all involved private equity partners in the 

respective fund. year. 

Average partner age (ln) Natural logarithm of average partner age (see respective definition). 

Average work experience Average work experience in years of all involved private equity 

partners in the respective fund at vintage year. 

CEO involvement Share of the fund's LBOs in which the CEO of the PE firm was 

involved in, measured in percent based on number of deals. 

Fund HQ Country in which the fund's headquarters is located, categorized into 

regions: "North America (U.S.A. & Canada)", "U.K.", "Continental 

Europe" and Rest of the World. 

Fund size Total amount of capital raised by a fund in million EUR. 

Fund size (ln) Natural logarithm of the fund size (see respective definition). 

Fund sequence  The number of fund-raising rounds of a PE firm in case of the 

respective fund. 
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Variable Description 

GDP growth The annual average rate of change of the gross domestic product 

(GDP) at market prices (at vintage year) based on constant local 

currency for the national economy in which the fund has its 

headquarters; measured in percent. 

Inorganic strategy (ln) Natural logarithm of a classification that indicates the main strategy of 

the fund's LBOs (organic/inorganic); fund's share of LBOs with a 

target company that has conducted an add-on transaction after the 

buyout, measured in percent. 

Occupational diversity index Developed index measuring the diversity of 'occupational' traits of the 

fund's partner team, calculated as per the Blau index based on the 

following three components, using formula provided by Harrison & 

Klein (2007): work experience Blau diversity index, educational 

background Blau diversity index and university network.  

Occupational diversity 

endowment 

Ratio of the fund's occupational diversity relative to the average 

diversity of all funds in the sample. 

Occupational diversity 

endowment (ln) 

Natural logarithm of occupational diversity endowment. 

Occupational diversity 

endowment dummy 

Binary variable that equals 1 if the fund's occupational diversity 

endowment is equal or higher than the sample average. 

Occupational diversity  

allocation 

Variable reflecting the variation of occupational diversity on the fund's 

deal level. Measures the evenness of the allocation of diversity over the 

fund's deals. 

Occupational diversity  

allocation (ln) 

Natural logarithm of occupational diversity allocation. 

PE firm age Age of the private equity firm at fund vintage year, measured in years. 

PE firm age (ln) Natural logarithm of PE firm age. 

PEI 100 2020 ranking of the 100 largest worldwide PE firms. Binary variable 

that equals 1 if one of the private equity sponsors of the fund is on this 

list, and 0 otherwise. 

Portfolio size Number of LBOs in the fund's portfolio. 

Share chartered accountants Share of partners with a 'chartered accountant' special qualification in 

relation to all private equity partners involved in the respective fund. 

Share higher academic 

degree 

Share of partners with a 'higher academic degree' in relation to all 

private equity partners involved in the respective fund. 'Higher 

academic degree' is defined as JD/MD/PhD, M.B.A. and/or 

Master's/Diploma. 

Share top-tier work 

experience 

Share of partners with 'top-tier' work experience in relation to all 

private equity partners involved in the respective fund. Fuchs et al. 

(2017) and Hammer et al. (2021) define top-tier audit companies as the 

'Big Four' (i.e. Deloitte, E&Y, KPMG and PwC) as well as the former 

https://onlinelibrary.wiley.com/doi/full/10.1111/1467-8551.12456#bjom12456-bib-0033
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Variable Description 

Arthur Andersen. Top-tier banking companies are the top 50 global 

banks ranked by The Banker as well as major (former) investment 

banks/boutiques, such as Bear Stearns, Lazard, Lehman Brothers and 

Rothschild. Top-tier consulting companies are McKinsey & Co., 

B.C.G., Bain & Co., Booz/Strategy and L.E.K. Consulting. In addition, 

we regard work experience in a PEI 100 PE firm as 'top-tier' work 

experience. 

Sponsor experience Previous LBO transactions executed by the PE firm. 

Socio-demographic diversity 

index 

Developed index measuring the diversity of 'socio-demographic' traits 

of the fund's partner team, calculated as per the Blau index on the 

following three components, using formula provided by Harrison & 

Klein (2007): gender Blau diversity index, national Blau diversity 

index and social background diversity index (see total 

diversity definition for details). 

Socio-demographic diversity 

endowment 

Ratio of the fund's socio-demographic diversity relative to the average 

diversity of all funds in the sample. 

Socio-demographic diversity 

endowment (ln) 

Natural logarithm of socio-demographic diversity endowment. 

Socio-demographic diversity 

endowment dummy 

Binary variable that equals 1 if the fund's socio-demographic diversity 

endowment is equal or higher than the sample average. 

Socio-demographic diversity  

allocation 

Variable reflecting the variation of socio-demographic diversity on the 

fund's deal level. Measures the evenness of the allocation of diversity 

over the fund's deals. 

Socio-demographic diversity  

allocation (ln) 

Natural logarithm of socio-demographic diversity allocation. 

Industry focus / 

specialization 

Binary variable that equals 1 if the fund's Index of Competitive 

Advantage (ICA), based on the Fama-French 10 system, is equal or 

higher than one, and zero otherwise. The ICA measures the degree of 

specialization relative to other funds, i.e., a high (low) ICA value 

indicates much (little) industry specialization. Calculations are 

analogous to Cressy et al. (2007). 

Team size Size of the fund’s partner team: ‘Small team’ = 1 partner to 3 partners; 

‘medium size team’ = 4-7 partners; ‘large team’ = 8-13 partners; 

‘extra-large team’ = more than 13 partners. 

Total diversity index Developed index measuring the diversity of fund's partner teams, 

calculated using the Blau index based on the following six 

components, using formula provided by Harrison & Klein (2007): 

Gender Blau diversity index – female/male ratio; national Blau 

diversity index – local/foreigner ratio based on fund headquarters or 

office location; social background Blau diversity index – high-

income/low-income family background (using public/private university 

attendance for first university degree as proxy); work experience Blau 

diversity index – operational/non-operational ratio; operational defined 

as consulting experience and/or significant industry experience (i.e. 

multiple industry experience and/or experience in the same Fama–
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Variable Description 

French 10-industry classification as the target company); educational 

background Blau diversity index – business only field of study/other 

ratio; and university network Blau diversity index – number of 

distinct/non-distinct universities. 

Total diversity endowment Ratio of the fund's total diversity relative to the average diversity of all 

funds in the sample. 

Total diversity  

endowment (ln) 

Natural logarithm of total diversity endowment. 

Total diversity allocation Variable reflecting the variation of total diversity on the fund's deal 

level. Measures the evenness of the allocation of diversity over the 

fund's deals. 

Total diversity  

allocation (ln) 

Natural logarithm of socio-demographic diversity allocation. 

Vintage period Time periods in which vintage years of funds are categorized: 'new 

economy' – 1995—2000; 'post-new economy' – 2001–2003, 'buyout 

boom' – 2004–2007, 'financial crisis' – 2008–2010, 'post-financial 

crisis' – 2011–2015 and 'robust buyout growth' – 2016–2020. 

Vintage year Year of the first drawdown of LP capital for investment purposes or the 

year the private equity fund makes its first investment. 
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Table A2. LBO distribution comparison 

This table compares the distribution of our sample of 1,295 worldwide LBOs with the sample of Hammer et al. (2021) of 241 

LBOs and Strömberg's (2008) PE study with 21,397 LBOs. Panel A shows the LBO distribution by region and panel B shows 

the LBO distribution by Fama–French 10 industry. 

        This study   Hammer et al. (2021)      Strömberg (2008) 

Panel A: Region Obs. Share Obs. Share Obs. Share 

North America (USA & Canada)                    73  5.6%                27  11.2%              10,130  47.3% 

U.K.                  248  19.2%              107  44.4%                4,026  18.8% 

Continental Europe               960  74.1%                96  39.8%                5,977  27.9% 

North America & Europe (incl. UK)               1,281  98.9%              230  95.4%              20,133  94.1% 

Rest of the World                    14  1.1%                11  4.6%                1,264  5.9% 

Total               1,295  100.0%                    241  100.0%              21,397  100.0% 

       

Panel B: Industry (FF10) Obs. Share Obs. Share Obs. Share 

Consumer - Non-Durables (FF01)                  133  10.3%                      14  10.5% n/a 7.3% 

Consumer - Durables (FF02)                    63  4.9%                        7  4.6% n/a 5.6% 

Manufacturing (FF03)                  287  22.2%                      27  22.1% n/a 18.8% 

Energy (FF04)                    9 0.7%                        4  0.7% n/a 1.4% 

Technology (FF05)                  132 10.2%                      39  10.3% n/a 16.3% 

Telecommunications (FF06)                    30  2.3%                      14  2.3% n/a 1.2% 

Wholesale & Retail (FF07)                  168  13.0%                      57  13.0% n/a 10.4% 

Healthcare (FF08)                  141  10.9%                      13  10.6% n/a 6.3% 

Utilities (FF09)                      4  0.3%                      -    0.3% n/a 1.5% 

Services & Other (FF10)                  328  25.3%                      66  25.4% n/a 31.4% 

Total               1,295  100.0%                    241  100.0% n/a 100.0% 
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Table A3. Fund performance relative to TMT diversity – omitted variable test 

This table presents results of an omitted variable test following Frank (2000) of our base results. The reference dependent 

variable is the Gross MOIC (ln) and the reference explanatory variable, to be tested for omitted variable bias, is socio-

demographic diversity endowment. An omitted variable would have to be correlated at 0.361 with the predictor socio-

demographic diversity endowment (correlation (v, X)) and at 0.361 with the dependent variable abnormal Gross MOIC (ln) 

(correlation (v, Y)) (conditioning on observed covariates) to invalidate an inference. Correspondingly, the impact of an 

omitted variable (as defined in Frank, 2000) must be 0.361 × 0.361= 0.131 to invalidate an inference. To interpret the results, 

it is helpful to compare these thresholds to the correlation of the other independent variables with the predictor socio-

demographic diversity (correlation (v, X)) (column 1) and the dependent variable Gross MOIC (ln) (correlation (v, Y)) 

(column 2) as well as with their impact (column 3). 

Variable 

 Partial correlations  

Correlation (v, X) Correlation (v, Y) Impact 

SD endowment Reference variable   
Avg. partner age (ln) -0.129 -0.503 0.065 

Inorganic strategy (ln) 0.190 0.284 0.054  

Fund sequence -0.104 -0.309 0.032 

Avg. holding period (ln) 0.020 0.456 -0.009 

PE firm age (ln) -0.097 -0.082 0.008 

Fund size -0.106 -0.022 0.002 

GDP growth 0.027 -0.004 -0.000 

Portfolio size -0.232 -0.069 0.016 

OD endowment  0.165 -0.246 -0.041 
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Table A4. Fund performance relative to TMT diversity – alternative model specification 

This table presents the results of multiple regressions of fund performance on TMT diversity. The dependent variables are 

gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting year. We 

apply the same explanatory variables and controls as in our base regression in Table 6 but omit average partner age (ln) to 

avoid multicollinearity. For robustness, we apply controls following the model specification of Hammer et al. (2021). On 

the fund level we additionally control for PEI 100, sponsor experience (ln) and average deal value. As additional TMT 

controls, we add share of top-tier work experience, average work experience, share of chartered accountants and share of 

higher academic degree. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote 

statistical significance at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment 0.111***  0.074***  

 (0.037)  (0.022)  

     

OD endowment -0.253***  -0.131**  

 (0.094)  (0.050)  

     

TD endowment  -0.039  0.003 

  (0.077)  (0.042) 

     

PE firm age (ln) 0.034 0.017 -0.024 -0.034 

 (0.048) (0.056) (0.030) (0.038) 

     

Fund size -0.000* -0.000** -0.000 -0.000* 

 (0.000) (0.000) (0.000) (0.000) 

     

Fund sequence -0.019 -0.006 -0.004 0.003 

 (0.014) (0.015) (0.007) (0.008) 

     

Portfolio size (ln) -0.004 -0.007 -0.022 -0.023 

 (0.052) (0.054) (0.048) (0.052) 

     

Inorganic strategy (ln) 0.339*** 0.371*** -0.015 0.004 

 (0.094) (0.096) (0.070) (0.076) 

     

Avg. holding period -0.004 -0.006 -0.006 -0.007 

 (0.007) (0.009) (0.007) (0.008) 

     

GDP growth -0.743 0.462 -3.423** -2.716 

 (1.282) (1.189) (1.541) (1.648) 

     

PEI 100 0.002 0.016 -0.023 -0.014 

 (0.047) (0.055) (0.022) (0.025) 

     

Sponsor experience (ln) 0.085 0.028 0.067** 0.033 

 (0.056) (0.059) (0.033) (0.040) 

     

Average deal value 0.000* 0.000*** -0.000 0.000 

 (0.000) (0.000) (0.000) (0.000) 

     

Share of top-tier work experience 0.138 0.162 0.071 0.085 

 (0.130) (0.128) (0.090) (0.093) 

     

Avg. work experience 0.095 0.021 0.055 0.012 

 (0.079) (0.092) (0.047) (0.054) 

     

Share of chartered accountants 0.151 -0.101 -0.098 -0.246** 

 (0.179) (0.178) (0.108) (0.104) 

     

Share of higher academic degree 0.325* 0.081 0.020 -0.123 
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 (0.191) (0.169) (0.134) (0.132) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 9.13 9.02 9.13 9.02 

Mean VIF 4.57 4.38 4.57 4.38 

Obs. 117 117 117 117 

adj. R2 0.533 0.465 0.332 0.228 
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Table A5. Excess return relative to TMT diversity 

This table presents the results of multiple regressions of fund performance on TMT diversity. For robustness, we now replace 

the dependent variables with excess returns, i.e. net excess MOIC (ln) (specifications 1 and 2) and net excess IRR (ln) 

(specifications 3 and 4) between vintage and reporting year. We apply the same explanatory variables and controls as in our 

base regression in Table 6. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote 

statistical significance at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Excess net MOIC Excess net MOIC Excess net IRR Excess net IRR 

SD endowment 0.208***  0.062***  

 (0.069)  (0.021)  

     

OD endowment -0.565**  -0.109**  

 (0.252)  (0.047)  

     

TD endowment  -0.041  0.027 

  (0.198)  (0.039) 

     

Fund size 0.000 0.000 -0.000 -0.000 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size -0.007 -0.013 -0.000 -0.002 

 (0.007) (0.008) (0.002) (0.002) 

     

PE firm age (ln) 0.033 0.017 0.022 0.019 

 (0.140) (0.162) (0.030) (0.035) 

     

Fund sequence -0.033 -0.027 0.006 0.007 

 (0.036) (0.040) (0.008) (0.009) 

     

Inorganic strategy (ln) 0.535*** 0.556*** 0.046 0.051 

 (0.187) (0.185) (0.072) (0.078) 

     

Avg. holding period (ln) -0.059 -0.127 -0.090* -0.106* 

 (0.140) (0.155) (0.049) (0.054) 

     

Avg. partner age (ln) 0.104 0.033 0.042 0.026 

 (0.504) (0.543) (0.153) (0.157) 

     

GDP growth -6.236* -3.456 -4.521* -3.868 

 (3.257) (3.419) (2.351) (2.370) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.00 7.88 8.00 7.88 

Mean VIF 3.93 3.81 3.93 3.81 

Obs. 117 117 117 117 

adj. R2 0.253 0.169 0.200 0.115 
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Table A6. Fund performance relative to logarithmic TMT diversity endowment 

This table presents the results of multiple regressions of fund performance on TMT diversity. The dependent variables are 

gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) (specifications 3 and 4) between vintage and reporting year. For 

robustness, we apply now apply the natural logarithm of our diversity variables (i.e. socio-demographic diversity endowment 

(ln), occupational diversity endowment (ln) and total diversity endowment (ln)). We apply the same controls as in our base 

results in Table 6. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote statistical 

significance at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment (ln) 0.197***  0.111***  

 (0.057)  (0.036)  

     

OD endowment (ln) -0.437***  -0.212***  

 (0.160)  (0.076)  

     

TD endowment (ln)  -0.029  0.008 

  (0.135)  (0.066) 

     

Fund size -0.000 -0.000 -0.000** -0.000** 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size 0.000 -0.002 0.002 0.001 

 (0.003) (0.003) (0.002) (0.002) 

     

PE firm age (ln) 0.020 0.007 -0.005 -0.012 

 (0.050) (0.059) (0.027) (0.034) 

     

Fund sequence -0.007 -0.003 0.004 0.006 

 (0.014) (0.015) (0.006) (0.007) 

     

Inorganic strategy (ln) 0.394*** 0.399*** 0.016 0.019 

 (0.085) (0.083) (0.063) (0.067) 

     

Avg. holding period (ln) 0.022 0.006 -0.105** -0.113** 

 (0.053) (0.062) (0.046) (0.052) 

     

Avg. partner age (ln) -0.012 -0.048 -0.035 -0.054 

 (0.224) (0.237) (0.131) (0.136) 

     

GDP growth -1.550 -0.406 -3.365* -2.771 

 (1.085) (1.104) (1.717) (1.746) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.00 7.88 8.00 7.88 

Mean VIF 3.93 3.81 3.93 3.81 

Obs. 117 117 117 117 

adj. R2 0.518 0.442 0.354 0.262 
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Table A7. Fund performance relative to TMT diversity – sub-sample robustness 

This table presents the results of multiple regressions of fund performance on TMT diversity. For robustness, we only include 

advanced funds in the regressions. The dependent variables are gross MOIC (ln) (specifications 1 and 2) and gross IRR (ln) 

(specifications 3 and 4) between vintage and reporting year. We apply the same explanatory variables and controls as in our 

base regression in Table 6. We use robust clustering of standard errors displayed in parentheses. *, ** and *** denote 

statistical significance at the 10%, 5% and 1% levels, respectively. 

 (1) (2) (3) (4) 

 Gross MOIC (ln) Gross MOIC (ln) Gross IRR (ln) Gross IRR (ln) 

SD endowment 0.121***  0.041***  

 (0.038)  (0.013)  

     

OD endowment -0.399***  -0.135***  

 (0.119)  (0.042)  

     

TD endowment  -0.056  -0.019 

  (0.087)  (0.029) 

     

Fund size -0.000 -0.000 -0.000** -0.000* 

 (0.000) (0.000) (0.000) (0.000) 

     

Portfolio size 0.000 -0.005 0.003 0.001 

 (0.003) (0.005) (0.002) (0.002) 

     

PE firm age (ln) -0.022 -0.011 -0.015 -0.011 

 (0.062) (0.084) (0.030) (0.033) 

     

Fund sequence -0.002 0.001 -0.003 -0.002 

 (0.022) (0.024) (0.007) (0.008) 

     

Inorganic strategy (ln) 0.346*** 0.304** 0.020 0.005 

 (0.118) (0.115) (0.051) (0.058) 

     

Avg. holding period (ln) -0.108 -0.194** -0.100* -0.129** 

 (0.077) (0.095) (0.052) (0.056) 

     

Avg. partner age (ln) -0.116 -0.062 -0.100 -0.081 

 (0.289) (0.322) (0.123) (0.136) 

     

GDP growth -1.752 0.201 -0.403 0.260 

 (1.760) (1.579) (0.692) (0.629) 

     

Vintage year FE Yes Yes Yes Yes 

Fund HQ FE Yes Yes Yes Yes 

Industry focus FE Yes Yes Yes Yes 

Team size FE Yes Yes Yes Yes 

Intercept Yes Yes Yes Yes 

Maximum VIF 8.67 6.57 8.67 6.57 

Mean VIF 3.98 3.65 3.98 3.65 

Obs. 83 83 83 83 

adj. R2 0.420 0.280 0.478 0.399 

 

 


