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EXECUTIVE SUMMARY
The institutional investment industry’s objective 
is to effectively and consistently deliver superior 
risk-adjusted returns for their organizations — be 
they members, employees, annuitants, families, 
universities, hospitals or charitable foundations.

By every account, interest in Environmental, Social 
and Governance, or ESG, investing is booming 
among institutional investors, thanks to emerging 
regulations and media attention.

In the first quarter of 2021, sustainable funds in the 
United States attracted an “all-time record level” 
of fund flows, totaling $21.5 billion in net inflows, 
according to Morningstar, and they remained 
high into the second quarter. Natinix’s 2021 ESG Investor Insight Report found that six in  
10 fund selectors said investor expectations are prompting higher ESG adoption rates.

At Backstop, we know ESG is a hot topic because we’ve been approached by both allocators and 
managers about it. Allocators want to know what other allocators are doing to track ESG. And 
managers are wondering which ESG metrics allocators are collecting — everything from carbon 
emissions and energy efficiency to supply chain resilience and business ethics—and how they’re 
actually gathering it.

We know that ESG metrics on public portfolios are easier to get, but not so with private portfolios. 
And the queries we were fielding from allocators and managers triggered some questions of our own 
about private portfolios: 

  Are allocators tracking ESG metrics on private portfolios? 

  If they are, which metrics are they tracking? 

  Which metrics do they have the hardest time getting? 

How have the metrics changed over time? 

So we went to the industry for some answers, surveying 131 allocators about ESG tracking and metrics. 
What we learned was surprising, especially considering the headlines about the rise of ESG. The 
insights are useful nonetheless.

https://www.backstopsolutions.com/
https://www.morningstar.com/articles/1035554/sustainable-fund-flows-reach-new-heights-in-2021s-first-quarter
https://www.morningstar.com/articles/1048918/us-sustainable-fund-assets-reach-a-new-milestone-in-2021s-second-quarter
https://www.morningstar.com/articles/1048918/us-sustainable-fund-assets-reach-a-new-milestone-in-2021s-second-quarter
https://www.im.natixis.com/us/research/esg-investing-survey-insight-report
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Some 72% told us that they don’t track ESG metrics at all in their private portfolios. 
But they want to. More than 40% of those who do not currently track ESG metrics on 
their private portfolios said they hope to track them in the future, and almost 60% of 
those hope to do so within the next year. 

From our survey and in subsequent conversations with industry professionals, it is clear that there is 
plenty of desire to explore ESG, but best practices are emerging and interest, among many, remains 
in the exploration phase. 

“There are early adopters, but we need to get to that tipping point,” said one executive who oversees 
ESG investing for a large institutional investor. “I think we’re heading along the curve, but we’re not at 
that tipping point yet.”

Here’s what we found.

YesYes

NoNo

28%

72%

Do you track ESG-related metrics on managers on an ongoing basis?Figure 1:

Among respondents, nearly 
three-fourths said they 
aren’t tracking ESG-related 
metrics.

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets  
N=131

https://www.backstopsolutions.com/


© Backstop Solutions Group, LLC. All Rights Reserved. 5

WHAT ALLOCATORS ARE REALLY DOING ABOUT  

ESG IN 2021

SURVEY SAYS:  
MORE INFORMATION REQUIRED 
Our survey of allocators revealed that they have every intention to build their ESG efforts when 
evaluating their private portfolio, but they don’t have the reliable data to make it happen yet.

The lack of universal standards for measuring and reporting ESG metrics was the primary reason 
institutional investors were not tracking them at the moment, respondents told us. When asked 
why they weren’t measuring ESG factors, nearly 50% cited the lack of any universal standards to 
measure and report. More than one-third of respondents said it was simply too hard to find the 
relevant data. 

Meanwhile, a large proportion — 45% — said it’s still not a priority. “It’s simply not included or 
requested with the performance report prepared by our organization’s financial advisor,”  
one respondent told us. 

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets  
N=131

Figure 2: 

The lack of a universal standard was the top reason allocators said they don’t track ESG-related metrics.

There is not a
universal standard

on which to
measure and report

respondents

A1: Our managers don’t report on it A2: It is not a priority
A3: It is hard to get the data A4: The data from managers is not consistent
A5: There is not a universal standard 
on which to measure and report

It is not a
priority

It is hard to
get the data

0 7 14 21 28 35 42 49 56 63

Why don’t you track ESG-related metrics today?

Our managers
don't report on it

The data from
managers is

not consistent

https://www.backstopsolutions.com/
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And even if managers are able to provide the requested ESG data for private portfolios, allocators 
run into documentation issues. The most pressing needs for allocators, according to our survey,  
are threefold: 

1. Managers provide the requested metrics, but there is no standard way to  
gather the data. 

2. Even if they have the data, there is no good way to store the information  
in a way that allows them to monitor change over time and draw insights.

3. Managers simply don’t provide the requested metrics.

But, while many aren’t tracking actual metrics, they are talking about ESG in other ways, because 
they want to do more.

Said one: “We engage with our managers on ESG issues but that does not include the 
collation of standard metrics.” 

Said another: “We haven’t determined what types of data are actionable and how this 
data would be used. Instead, we focus on ESG culture and processes at the managers.”

Figure 3:

While few respondents said they currently tracked ESG metrics, it’s in the offing for many.

respondents

A1: Yes A2: No A3: Undecided

Yes

No

Undecided

0 4 8 12 16 20 24 28 32 36 40 44 48 52 56

Do you plan to track ESG metrics the future?

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets  
N=94

https://www.backstopsolutions.com/
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Figure 4: 

Most allocators who plan to track ESG metrics expect to start within the next year.

respondents

A1: Within the next year A2: Within the next 2-3 years
A3: Within the next 3-5 years A4: Beyond 5 years from now

Within the
next year

Within the
next 2-3 years

Within the
next 3-5 years

Beyond 5
years from now

0 3 6 9 12 15 18 21 24 27 30 33

In what timeframe do you plan to start tracking ESG metrics?

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets 
N=40

Figure 5:

For allocators, the most pressing need when tracking ESG metrics is a standardization of how the data is 
gathered once managers provided the requested data.

respondents

A1: Managers don’t provide the requested metrics A2: Managers provide the requested metrics, but 
there is no standardization of how the data is gatheredA3: Having a way to store the metrics in a 

time-series so we can see change

0 5 10 15 20 25 30 35

Generally speaking, what are the most pressing needs surrounding ESG for  
allocators at the current time?

Managers provide the 
requested metrics, but 

there is no standardization 
of how the data is gathered

Having a way to store the 
metrics in a time-series so we 

can see change

Managers don’t 
provide the 

requested metrics

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets  
N=65

https://www.backstopsolutions.com/
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WHAT TO DO ABOUT ESG:  
INDUSTRY PERSPECTIVES
Even though there are no universally accepted standards for measuring ESG metrics in private 
portfolios, there is a path forward — some pragmatic steps organizations can take to help lead the 
industry by example. We spoke to a number of ESG influencers and this is their advice.

ILPA:  
SHARED VALUES, FORWARD PROGRESS
Even if there is no universal standard or processes for measuring ESG metrics, it makes sense to 
start somewhere. That’s because even if ESG factors aren’t driving business decisions now, they 
will soon, forecasts Matt Schey, senior director for strategic projects at the Institutional Limited 
Partners Association.

“I don’t know that there are many [allocators] who are going to say today, ‘We’re not investing 
in this fund or company because it can’t provide ESG reporting,’” Schey said. “But they might 
walk away if [managers] have shown no intent to provide this reporting in the future. And that’s 
because there seems to be a consensus that there is a real urgency to solve the reporting problem 
– particularly with respect to climate metrics and diversity, equity, and inclusion. And, in the next 
couple of years, we’re going to see things evolve pretty rapidly.”

 ILPA’s ESG Assessment Framework can serve as a useful tool during GP diligence processes. 
Designed with mid to large-cap buyout managers and strategies in mind, the framework 
categorizes different ESG activities and places them into four buckets — not present, developing, 
intermediate and advanced. The buckets are based on the quality of information provided during 
the fund diligence process for individual ESG categories. 

Going forward, Schey advised, managers and allocators need to land on a shared set of values.  
To work together, they must agree that measuring investments for various ESG factors is important 
— not merely marketing or window dressing. And they need to be ready for the conversation to 
continue and practices to evolve over time.

 “Allocators aren’t necessarily expecting for high quality reporting today,” he said. “But they’re 
looking for an alignment of mindset — a shared set of values with managers and confidence  
those managers are taking a thoughtful and rigorous approach to consider ESG factors as part  
of their processes.”

https://www.backstopsolutions.com/
https://ilpa.org/wp-content/uploads/2021/07/ILPA-ESG-Assessment-Framework.pdf
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NORTHPEAK ADVISORY:  
PRAGMATISM ADVISED 
ESG gets plenty of play in the media, but the headlines seem to expect a level of maturity in the 
industry that doesn’t yet exist, said William Bryant, head of advisory at NorthPeak, a firm that aims 
to unlock ESG capabilities in financial markets. 

“There’s a lot of theoretical talk, and, in Europe, there is increasing regulation around reporting,” 
Bryant said. U.S. regulators are having similar conversations about boosting disclosure 
requirements, particularly around climate issues. But change takes time. 

“It’s very difficult for managers to provide useful metrics for investors to track ESG because of the 
lack of consistent, underlying data,” he said. And, what investors are looking for is something that 
is comparable and aggregatable across different managers, so they can get a holistic view of the 
whole portfolio. But, right now, it’s simply not available. 

Bryant forecasts an increased focus from regulators on what firms need to define and what asset 
managers need to report on when it comes to ESG. That will bolster everybody’s abilities to track 
ESG. “It’s going to prompt greater harmonization in terms of what is reported,”he said.

Until then, organizations that want to track ESG metrics should be “pragmatic,” he said. Here’s 
what Bryant recommends:

	   Go to managers and be sensible about not “asking for the Earth” in terms of tracking 
every possible ESG metric.

   Consider the full portfolio and what is financially material for the investment.  
“Those are the data points that they should be looking at and reporting on,” he said.  
“To a certain extent, it’s useful to have a small number of common reporting metrics.”

   Ensure metrics are relevant to both the manager and the investor. “Managers shouldn’t 
have a prescribed approach. ESG is just a tool, and there is no one-size-fits-all approach 
to it,” Bryant said. “It’s very much thinking about what makes sense to them as an 
investment manager.”

https://www.backstopsolutions.com/
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LARGE INSTITUTIONAL INVESTOR:  
‘MORE ART THAN SCIENCE’
For one large institutional investor that serves clients across the globe, socially responsible 
investing is an important part of the firm’s strategy because of its own portfolio. But the challenges 
are manifold for those who haven’t waded into ESG yet, said a representative who oversees ESG 
investments for the company.

From their vantage point, here’s what is holding ESG back: 

  While the European Union is ahead of the United States in terms of setting standards for 
how entities must disclose ESG-related information, there’s still no universal standard 
or definition of what qualifies as “responsible.” 

  In some firms, managers may be short-staffed or resource constrained. There’s simply  
no time to address it, so measuring ESG factors drops down on the priority list.

  Depending on the metric, it can be difficult to track the return on investment. “Is it 
truly an indicator of alpha or simply a risk mitigant?” they asked. “Do you think about it 
from a performance perspective or from a risk management perspective?”

  Many ESG factors are more qualitative in nature, making them difficult to track with hard 
numbers. “It’s more art than science.” 

The investment firm waded into those challenges a couple of years ago when they started tracking 
what they deem responsible investments. “Our CEO speaks on being a good corporate citizen and 
stakeholders are demanding it, so we think it’s the right thing to do,” the representative told us. 

For those just getting started, here’s what they recommend: 

	   Don’t wait for universal standards. Tackle the easiest things first and create a baseline 
to build off of over time. “You have to start somewhere.” 

	   As standards roll out and more information becomes available, be ready to pivot or add 
new metrics to measure. “We may track something today and decide it’s not relevant to 
track tomorrow, or we might find that there are other things we should be tracking.”

	   ESG measures a variety of factors. Don’t try to track them all at once. Start with your 
values — the factors that are important to your firm and its clients.

https://www.backstopsolutions.com/
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ABOUT BACKSTOP
Because every minute matters, Backstop’s mission is to help the institutional investment industry use time to its fullest 
potential. We develop technology to simplify and streamline otherwise time-consuming tasks and processes, enabling 
our clients to quickly and easily access, share, and manage the knowledge that’s critical to their day-to-day business 
success. Backstop provides its industry-leading cloud-based productivity suite to investment consultants, pensions, 
funds of funds, family offices, endowments, foundations, private equity, hedge funds, and real estate investment firms.

When it comes to ESG metrics, our flexible, comprehensive platform can help, regardless of what ESG metrics our 
clients are watching. With it, they can store those metrics, track their performance over time, and create custom time-
series fields to report data from any point in the past.

Plus, our built-in integrations allow for the streamlined collection of data, cutting out the manual labor required to input 
information as allocators seek out ESG details from managers. Instead, the information can be instantly pulled into the 
platform as managers respond to allocators’ ESG-related form questionnaires.

When you’re ready to get started with ESG, Backstop is here to help.

CONCLUSION
For many reasons, ESG investing has not reached its tipping point. Universal standards don’t exist 
quite yet; best practices continue to emerge. But what we heard from industry experts is this —
regardless of what formal processes are available, it’s time to get started. Tackle the lowest-hanging 
fruit. Spark conversations between allocators and managers about shared values and how to move 
forward. And be ready to change course as standards and guidelines evolve. 

In other words, don’t let worries about standards, frameworks, and ongoing monitoring prevent you 
from moving forward. It’s clear that now is the time to take even small steps toward ESG reporting and 
monitoring. 

https://www.backstopsolutions.com/
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APPENDIX 

INTRODUCTION

Our small survey size makes it difficult to draw statistically significant conclusions from many of our 
questions. But the answers still provide some insights into how allocators are approaching ESG metrics 
in their private portfolios. Here’s what we found. 

While the European Union is ahead of most regions across the globe when it comes to ESG, 
respondents from Europe, along with the Middle East and Africa, made up a small percentage  
of the survey.

Where are you located?

North AmericaNorth America

EMEAEMEA
APACAPAC (1.5%)

12.2%

86.3%

https://www.backstopsolutions.com/
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Most respondents had more than $1 billion in assets under management. 

Public PensionPensions & Insurance

EndowmentE&FFamily OfficeFamily Office

Fund of FundsFund of Funds

BankBank (0.8%)

OCIOOCIO

What kind of asset allocator is your organization?

22.9%

16%

5.3%

31.3%

23.6%

Most respondents had more than $1 billion in assets under management. 

< $1 billion< $1 billion

$1-$5 billion$1-$5 billion

$5-$15 billion$5-$15 billion

$15-$30 billion$15-$30 billion

$30-$50 billion$30-$50 billion (3%)

$50-$100 billion$50-$100 billion

>$100 billion>$100 billion

What is your AUM (Assets Under Management)?

38%

26%

13%

7%

8%
5%

https://www.backstopsolutions.com/
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The lack of a universal standard was the top reason allocators said they don’t track ESG-related 
metrics in their private portfolios.

Source: 2021 Backstop Survey of Allocators on ESG 
for Private Markets 
N=131

There is not a
universal standard

on which to
measure and report

respondents

A1: Our managers don’t report on it A2: It is not a priority
A3: It is hard to get the data A4: The data from managers is not consistent
A5: There is not a universal standard 
on which to measure and report

It is not a
priority

It is hard to
get the data

0 7 14 21 28 35 42 49 56 63

Why don’t you track ESG-related metrics today?

Our managers
don't report on it

The data from
managers is

not consistent

While few respondents said they currently tracked ESG metrics in their private portfolios, 
it’s in the offing for many.

respondents

A1: Yes A2: No A3: Undecided

Yes

No

Undecided

0 4 8 12 16 20 24 28 32 36 40 44 48 52 56

Do you plan to track ESG metrics the future?

Source: 2021 Backstop Survey of Allocators on 
ESG for Private Markets 
N=94

https://www.backstopsolutions.com/
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Most allocators who plan to track ESG metrics in their private portfolios expect to start 
within the next year. 

Source: 2021 Backstop Survey of Allocators 
on ESG for Private Markets 
N=40

respondents

A1: Within the next year A2: Within the next 2-3 years
A3: Within the next 3-5 years A4: Beyond 5 years from now

Within the
next year

Within the
next 2-3 years

Within the
next 3-5 years

Beyond 5
years from now

0 3 6 9 12 15 18 21 24 27 30 33

In what timeframe do you plan to start tracking ESG metrics?

Energy management and greenhouse gas emissions (GHG) are the most common environmental 
ESG metrics tracked in private portfolios. 

respondents

A1: GHG Emissions A2: Air Quality
A3: Energy Management A4: Water & Wastewater Management
A5: Waste & Hazardous Management A6: Ecological Impacts

GHG
Emissions

Air Quality

Energy
Management

Water &
Wastewater Management

Waste &
Hazardous Management

Ecological
Impacts

0 5 10 15 20 25

Which of these ENVIRONMENTAL ESG metrics do you track?

https://www.backstopsolutions.com/
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Air Quality was reported as being the most difficult for which to get metrics from managers. 

percents

A1: Very Difficult A2: Difficult
A3: Moderate A4: Easy

0 10 20 30 40 50 60 70 80 90 100

Which of these ENVIRONMENTAL ESG metrics do you have the most difficult   
time getting from managers?

GHG
Emissions

Air Quality

Energy
Management

Water &
Wastewater Management

Waste &
Hazardous Management

Ecological
Impacts

GHG emissions were named by the largest number of respondents as a metric they started to track 
within the past year.

percents

A1: 10 years or more A2: 7-10 years A3: 5-7 years
A4: 3-5 years A5: 1-3 years A6: Within the last year

0 10 20 30 40 50 60 70 80 90 100

For each ENVIRONMENTAL ESG metric tracked below, please provide the timeframe 
in which you began tracking these.

GHG
Emissions

Air Quality

Energy
Management

Water &
Wastewater Management

Waste &
Hazardous Management

Ecological
Impacts

https://www.backstopsolutions.com/
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Among social ESG metrics, human rights and community relations was the most commonly 
tracked among allocators in our survey.

respondents

A1: Human Rights & Community Relations A2: Customer Privacy
A3: Data Security A4: Access & Affordability
A5: Product Quality & Safety A6: Customer Welfare
A7: Selling Practices & Product Labeling

Human Rights
& Community

Relations

Customer
Privacy

Data
Security

Access &
Affordability

Product
Quality & Safety

Customer
Welfare

Selling
Practices & 

Product Labeling

0 2 4 6 8 10 12 14 16 18 20 22 24

Which of these SOCIAL ESG metrics do you track?

While human rights and community relations was the most popular social ESG metric to track, 
allocators in our survey also rated it as the most difficult to get information about. 

percents

A1: Very Difficult A2: Difficult
A3: Moderate A4: Easy

0 10 20 30 40 50 60 70 80 90 100

Which of these SOCIAL ESG metrics do you have the most difficult time 
getting from managers?

Human Rights
& Community

Relations

Customer
Privacy

Data
Security

Access &
Affordability

Product
Quality & Safety

Customer
Welfare

Selling
Practices & 

Product Labeling
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Some allocators have been tracking social ESG metrics such as suppliers rating, selling practice and 
customer welfare for 10 years or more.

percents

A1: 10 years or more A2: 7-10 years A3: 5-7 years
A4: 3-5 years A5: 1-3 years A6: Within the last year

0 10 20 30 40 50 60 70 80 90 100

For each SOCIAL ESG metric tracked below, please provide the TIMEFRAME in 
which you began tracking these.

Human Rights
& Community

Relations

Customer
Privacy

Data
Security

Access &
Affordability

Product
Quality & Safety

Customer
Welfare

Selling
Practices & 

Product Labeling

Labor practices was tracked by more respondents than other Human Capital metrics in 
their private portfolios. 

respondents

A1: Labor Practices A2: Employee Health & Safety
A3: Employee Engagement, 
Diversity & Inclusion

Labor
Practices

Employee
Health & Safety

Employee
Engagement, Diversity

& Inclusion

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30

Which of these HUMAN CAPITAL ESG metrics do you track?

https://www.backstopsolutions.com/
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Interestingly, employee engagement was recorded as having the highest number of “difficult” 
responses, and the second highest “easy” responses. 

percents

A2: Difficult A3: Moderate A4: Easy

0 10 20 30 40 50 60 70 80 90 100

Which of these HUMAN CAPITAL ESG metrics do you have the most difficult time getting 
from managers?

Labor
Practices

Employee
Health & Safety

Employee
Engagement, Diversity

& Inclusion

Employee engagement is the metric respondents started tracking most recently. 

percents

A1: 10 years or more A2: 7-10 years A3: 5-7 years
A4: 3-5 years A5: 1-3 years A6: Within the last year

Labor
Practices

Employee
Health & Safety

Employee
Engagement,

Diversity & Inclusion

0 10 20 30 40 50 60 70 80 90 100

For each HUMAN CAPITAL ESG metric tracked below, please provide the   
TIMEFRAME in which you began tracking these.
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Of the business model metrics, physical impact of global warming was the most frequently tracked. 

respondents

A1: Product Design & Lifecycle Management A2: Business Model Resilience
A3: Supply Chain Management A4: Materials Sourcing & Efficiency
A5: Physical Impacts of Climate Change

Product
Design & Lifecycle

Management

Business
Model Resilience

Supply Chain
Management

Materials
Sourcing & Efficiency

Physical Impacts
of Climate Change

0 2 4 6 8 10 12 14 16 18 20 22 24 26

Which of these BUSINESS MODEL & INNOVATION ESG metrics do you track?

Tracking the physical impact of climate change was indicated as being the most difficult for which to 
get information from managers. 

percents

A1: Very Difficult A2: Difficult
A3: Moderate A4: Easy
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Which of these BUSINESS MODEL & INNOVATION ESG metrics do you have the 
most difficult time getting from managers?
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Physical Impacts
of Climate Change
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The physical impact of climate change was the metric that allocators most frequently started to track 
in the past three years.

percents

A1: 10 years or more A2: 7-10 years A3: 5-7 years
A4: 3-5 years A5: 1-3 years A6: Within the last year

0 10 20 30 40 50 60 70 80 90 100

For each BUSINESS MODEL & INNOVATION ESG metric tracked below, please 
provide the TIMEFRAME in which you began tracking these.

Product
Design & Lifecycle

Management

Business
Model Resilience

Supply Chain
Management

Materials
Sourcing & Efficiency

Physical Impacts
of Climate Change

Of the leadership and governance metrics in private portfolios, business ethics is most 
commonly tracked.

respondents

A1: Business Ethics A2: Competitive Behavior
A3: Management of the Legal & Regulatory A4: Critical Incident Risk Management
A5: Systemic Risk Management
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Of the leadership and governance metrics, business ethics is also the most difficult to get  
from managers. 

percents

A1: Very Difficult A2: Difficult
A3: Moderate A4: Easy
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Which of these LEADERSHIP & GOVERNANCE ESG metrics do you have the   
most difficult time getting from managers?

Business
Ethics

Competitive
Behavior

Management of the
Legal & Regulatory

Critical Incident 
Risk Mangement

Systemic
Risk Management

Competitor behavior is the metric tracked for the longest amount of time. 

percents

A1: 10 years or more A2: 7-10 years A3: 5-7 years
A4: 3-5 years A5: 1-3 years A6: Within the last year

Business
Ethics

Competitive
Behavior

Management of the
Legal & Regulatory

Critical Incident 
Risk Mangement

Systemic
Risk Management
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For each LEADERSHIP & GOVERNANCE ESG metric tracked below, please   
provide the TIMEFRAME in which you began tracking these.
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A slight majority of respondents indicated that there was someone on the investment committee 
formally tasked with implementing ESG policy. 

Is there someone on the Investment Committee formally tasked with 
implementing your ESG policy?

YesYes

NoNo

57%

43%

Over three quarters of respondents indicated that the lack of standardization of how data is gathered 
is the most pressing need for allocators. 

respondents

A1: Managers don’t provide the requested metrics A2: Managers provide the requested metrics, but 
there is no standardization of how the data is gatheredA3: Having a way to store the metrics in a 

time-series so we can see change

0 5 10 15 20 25 30 35

Generally speaking, what are the most pressing needs surrounding ESG for  
allocators at the current time?

Managers provide the 
requested metrics, but 

there is no standardization 
of how the data is gathered

Having a way to store the 
metrics in a time-series so we 

can see change

Managers don’t 
provide the 

requested metrics
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