INVESTING
IN DIVERSITY
Bridging the funding gap for
underrepresented groups

INTRODUCTION

Diversity brings incredible business benefits. This has been proven with a number of studies associating gender,
ethnic and cultural diversity with improved financial performance.
Therefore, it stands to reason that investors should actively pursue businesses with diverse management teams,
or helmed by diverse founders. However this is not the case.
Instead, a lack of investment remains a fundamental barrier to entrepreneurs from underrepresented groups.
According to our research, ethnic minority entrepreneurs are over a third (36%) more likely than White peers to
have given up on a venture due to a lack of funding.
Without this vital resource – diverse business leaders and their enterprises cannot reach their potential to grow
and contribute to the UK economy.
As Salonica Maroon launches its £75m investment fund specifically to support those from minority groups,
including women and ethnic minorities, we want to delve deeper into this issue.
In this paper, we will draw on quantitative and qualitative research conducted amongst over 500 entrepreneurs
and business founders to explore why access to funding remains such a barrier for minority groups – and the role
the investment community can play in abolishing this.
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BARRIERS TO FUNDING
Through our quantitative and qualitative research, we have identified
three significant barriers to minority group entrepreneurs achieving their
funding ambitions.

1. A lack of representation within the
investment community
The investment industry is
well aware of its own lack of
diversity, and many firms are now
implementing measures to address
this. According to The Investment
Association, 96% of firms are
running training programmes to
educate and inform their employees
on D&I related issues, while 87%
now have dedicated diversity
networks.

Despite these initiatives,
representation within the
investment community remains a
significant challenge for those from
underrepresented groups.

groups. They do not see the gap in
the market, or underestimate its
size, because it does not apply to
them. We can see this scenario play
out in the case study of Delz.

This tends to manifest in two
ways. Firstly, investors’ lack of
lived experience means they often
fail to fully comprehend business
opportunities linked to minority

DELZ Co-Founder, Thrill Digital

Alex ‘Delz’ Erinle is one of the co-founders of Thrill Digital – a tech startup digitizing the
fashion industry by encouraging brands to sell digital-first fashion products to customers.
His first business venture, Scizzr, was a digital marketplace connecting freelance African
tailors to their customers. However, Delz soon found this niche counterproductive to his
investment goals. In his words, potential investors:

“Didn’t really see how big the problem was for black people. It flew over their heads.
There weren’t many investors from our target demographic,
which made it almost impossible to fund our idea’. He also
recollects how a lack of representation made him feel compelled
to change his accent:
“Unfortunately, I have this godforsaken Nigerian accent which just
makes it worse. I remember trying to fake an accent in meetings to fit
in.”
The lack of diversity among the investment community can also be a
powerful deterrent for entrepreneurs from underrepresented groups
– particularly if they are pitching a concept for a niche audience
that is not represented by the investment panel. This is a scenario
remembered by one female founder during our qualitative research.

An anonymous founder of a digital marketplace for therapists and
customers

Our anonymous founder recalls representation being a significant challenge during her investment
journey, and attributes her winning of a £5,000 grant to the fact that the investment panel was allfemale.
She describes how mental health, therapy and the need for a business like hers are easier to
communicate to women, because they just ‘get it’. The men, in her experience, tend to care more about
the numbers than the impact. She describes how it’s been difficult to navigate this rhetoric, as the
‘people at the top’ - including the impact investors - are mostly male.
Unless addressed, poor representation could lead to minority group entrepreneurs
dismissing Angel, Venture Capital or Private Equity as investment options – and instead
pursuing other avenues. Indeed, our research indicates that this could already be the
case, as ethnic minorities are almost twice as likely as White peers to approach
their friends and families for funds. This in itself is problematic, as ethnic minorities
have been reported to be more likely to have lower household incomes, which in
turn means, the pool of investment they have access to is smaller than their White
counterparts.
It’s clear that the investment community urgently needs to confront
representational and related reputational challenges, or risk losing access to a
potentially profitable stream of businesses.
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Ethnic minority entrepreneurs are more likely to approach friends and
family for funds

2.Privilege and investment
pop culture
Besides its reputation as an
industry dominated by White
men, the investment community
is also aligned with privilege.
Almost two thirds (64%) of ethnic
minority entrepreneurs agree that
accessibility to the investment
community is a huge problem, and
unless you come from a privileged
background, it is impossible
to break down barriers. This
figure rises to 67% among Black
entrepreneurs, and 71% among
those of mixed race – but falls to
44% among White entrepreneurs.
While privilege could be a
barrier for anyone from a lower

socio-economic background –
regardless of their ethnicity or
gender, numerous research papers
point towards a relationship
between ethnicity and wealth.
ONS data shows that households
with a White British head are
approximately nine times as likely
to be in the top quintile of total
wealth as those of Black African
ethnicity. Research from The Social
Metrics Commission indicates that
Black and minority ethnic (BAME)
households in the UK are over
twice as likely to live in poverty as
their White counterparts. Indeed,
findings from The Runnymede
Trust revealed shocking levels of

economic and racial inequality
in Britain, with Black African and
Bangladeshi households.
Bearing these statistics in mind, it is
easy to see why the cliquish culture
of the investment community is
interpreted as a greater issue by
ethnic minority entrepreneurs.
This is evident in our quantitative
research, and came through
strongly in case study interviews.

Entrepreneurs who agree that
accessibility in investment
is a huge problem, split by
ethnicity

An anonymous founder of a mental health social enterprise
One anonymous founder we spoke to runs a mental health social enterprise that exists to
empower and equip young black women to lead purposeful lives.
She found that there were little to no diverse decision makers in the charity sector
– and that those in charge of funding were predominantly White & middle class.
She adds that within this field, it’s essential to know the right people when seeking
funding: ‘someone is likely to gain huge contracts if they’ve got a good relationship
with the governor or counselor’.

3.Systemic racism
Devastatingly, both our quantitative
research and qualitative analysis
suggest that systemic racism exists
within the investment community.
Almost two thirds (64%) of ethnic
minority founders agree that
minorities are less favourably
treated by investment companies,
and this rises to 76% among Black
founders. That’s compared to an
average of just 44% among White
founders, demonstrating how
acutely this sense of systemic
racism is felt by those from
underrepresented groups.

According to our quantitative
research, Black entrepreneurs feel
the effects of systemic racism more
than any other ethnic group. When
asked why they’d failed to secure
funding for a venture, 40% of Black
entrepreneurs named persistent
racism as a contributing factor.
This compares to a third of Asian
entrepreneurs (32%) and a quarter
of those from mixed or multiple
ethnic groups (26%).

a barrier for all ethnic minority
groups. These may all be battling
different racial stereotypes and
misconceptions – but they are
often equally entrenched and
difficult to break down.

However, as the next case study
shows, systemic racism remains

Entrepreneurs who feel
that ethnic minorities are
less favourably treated by
investment companies, split by
ethnicity

An anonymous co-founder of a digital marketplace to connect
sperm donors & recipients

One anonymous tech entrepreneur describes a painful experience, where a White angel
investor was ‘brutally honest’ about the fact that, as an ethnic minority, he should prepare to
receive a lot of no’s. Even more disappointing, he found this to be true.
He describes how he desperately wants to be recognised on merit – and after building one
successful tech business did not anticipate this being a problem. However, after vague
feedback and countless rejections, feels compelled to play the race ‘card’. In his own
words:

“We don’t like to play these cards, but we just have to be honest and pragmatic
about the reason behind it. No one’s said it to our face, but we’re not stupid. We’re
just not considered ‘backable’ for some reason. If the idea was crap, then fair
enough. But it’s not and we know that.”

AREAS FOR IMPROVEMENT

Investment firms must address the below three areas if they’re to better
support minority group entrepreneurs and reap the returns available
through investing in diversity.

1.Representation
The issue of representation in the
investment community needs to
be tackled as a priority – but also
in a sustainable manner. This can
only be achieved through a twopronged approach addressing
challenges in recruitment and
progression. Firms need to make
a conscious effort to hire diverse
people and create a culture where
these people feel able to grow.
It is imperative that minority groups
see a viable path to becoming a

partner or sitting on investment
committees without diluting their
own views. This will only happen
if firms support the minority
individuals within their workforce
and help them carve out successful
careers for others to aspire to.
Fundamentally, firms also need
to remember that they benefit
from diversity. There is a school of
thought that to progress in maledominated industries, such as
investment, women need to behave

like men. But this strips away or
belittles the female perspective,
which organisations desperately
need. Firms need to nurture rather
than suppress diversity if they’re
to retain it and become more
representative.

2. Transparency

Several founders in our
qualitative research referenced
their frustration at the lack of
transparency in the funding
process. This could be a barrier for
all entrepreneurs, but is an added
strain for underrepresented groups,
who are already grappling with
multiple challenges.
Opacity also exposes investment
firms to risk on two fronts. Firstly,
they could lose the opportunity
to invest in founders that do not
have the patience or confidence to
withstand their complexity. This is
certainly true of one founder, the
Anonymous founder of a mental
health social enterprise, who

described how this contributed
to her decision to pursue
grant funding over Angel or VC
investment.
A lack of transparency can also
enable conscious and unconscious
biases to play out unchecked.
Another anonymous founder,
interviewed on his digital
marketplace that connects sperm
donors & recipients, discussed his
frustration at repeatedly being
declined funding without feedback,
and his eventual belief that this was
linked to his ethnicity.
Firms must hold themselves to
account in decision making, or

risk factors, such as ethnicity
and gender, influencing panels’
decisions. Simultaneously,
underrepresented groups could
attribute their failure to achieve
funding to these factors, even if
this was not the case. Either way,
investment firms and entrepreneurs
both suffer.
The only way to address this issue
is for firms to provide holistic
feedback if the answer is a ‘no’,
as well as referrals to other PE/VC
funds that may be interested.

3. Support

Time and again throughout our
research founders discussed the
difficulty and unpleasantness
of the investment process. This
is consistently associated with
negative terms, with founders
reporting feeling ‘overwhelmed’,
‘under pressure’ and ‘unsupported’.
This is a particular issue for
women. Well over half of the
female founders we surveyed (58%)
reported feeling ‘overwhelmed’ or
‘unconfident’ about the funding
process, compared to just 34% of
men.

especially women of colour are
more likely to suffer from imposter
syndrome than men – and that
these feelings are exacerbated by
corporate settings, where they’re
likely to see little representation

Assessment for investment needs
to be rigorous – but firms also
need to ensure they’re supporting
candidates to give their best pitch.
It’s understood that women, and

A number of the entrepreneurs
we spoke with also referenced
their appreciation of incubator
programmes. Miriam, Founder of a
digital marketplace for therapists

Understanding this, investment
firms should consider how
entrepreneurs are assessed, and
how processes can be adapted
to put applicants at more ease.
Ensuring the panel includes diverse
individuals and perspectives is an
important place to start.

and customers, described how,
during a three month incubator
programme, she met her cofounders and built a network of
mentors and resources that have
positively shaped her journey as a
business owner.
Some PE firms, Salonica Maroon
included, provide similar support
and mentorship, but this is not
standard – or highlighted enough.
This is clearly a real differentiator
in the eyes of entrepreneurs, and
one that should be leveraged to
appeal to underrepresented groups
– and improve the reputation of
investment firms.
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Percentage of entrepreneurs who feel ‘overwhelmed’ by or ‘unconfident’
during the funding process

CONCLUSION
As consumers, our gender culture,
ethnicity – and countless other
factors – all influence the products
and services we need or want to
engage with.

teams. They need people with
the lived experience and cultural
sensitivity to recognise where the
market gaps are, and how these can
be best filled.

Head of Sustainability at Salonica
Maroon, Omar Majid, concludes,
“These diverse requirements are
giving rise to numerous business
and investment opportunities –
but these will not be immediately
apparent to everyone. I will
not understand the unique
requirements of British Black
women – or the products and
services needed to fulfill these.

“However, putting this mandate
into practice will demand
significant change from the
investment community. We must
tackle clear reputational challenges
and systemic racism if we’re
to engage entrepreneurs from
underrepresented groups, or fully
comprehend the potential of their
propositions.

“If investment firms are to
capitalise on growing diversity, they
must invest in diverse founders,
entrepreneurs and management

levels of finance and investment.
Unless firms rectify this, any claims
to support diversity will ring hollow.
“These are entrenched challenges
that will not be solved overnight –
but we are leading the charge with
the launch of our £75m investment
fund for diverse entrepreneurs.
Through this, we will help people
see that better diversity really
does mean better business and
contribute to a future economy and
society that’s diverse, vibrant and
profitable”.

“This starts with tackling the issue
of representation within our own
industry. Right now, there is a
severe lack of women and ethnic
minority groups at the most senior
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