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Introduction

In 2015 the world leaders of 193 nations committed to for example end all forms of poverty, fight inequality 
and tackle aspects of climate change by 2030. They identified 17 Sustainable Development Goals (SDGs) 
and defined 169 targets to measure the SDGs. 

In this edition of the Stafford Diaries, we discuss how Private Equity investments are being aligned with the 
SDGs and how Stafford expect this will evolve and become integral to institutional investment decision-
making in the future.

In brief, the 17 SDGs address world problems set out below while ensuring that no one is left behind.

Source: https://sdgcompass.org/sdgs/

The goals have resonated with many business leaders and institutional investors worldwide, as they 
provide the opportunity for the private sector to contribute to supporting a more sustainable, fair and 
secure world. This not only makes business sense in terms of providing a more stable environment for 
companies and investors to operate and invest into, it also reinforces the powerful role that the private 
sector plays – alongside the public sector, NGOs and civil society – in shaping the direction and health of 
the global economy.

Many investors have made a commitment to integrate Environmental, Social and Governance (ESG) 
factors into core processes through membership of organisations such as the UN backed Principles 
for Responsible Investment (PRI), which is also encouraging its signatories to integrate the SDGs into 
investment processes1.

The SDGs also come at a time when investor appetite for greater transparency and disclosure is 
escalating, as evidenced by the widespread support for the Financial Stability Board’s Task Force on 
Climate-Related Financial Disclosure recommendations. Moreover, investor demand for greater alignment 
between financial goals and positive social and environmental outcomes has grown considerably, 
reflecting shifting societal expectations as well as greater awareness of the wider role that investors play in 
supporting a sustainable financial system. 

The SDGs key framework for all investors who are committed to their ESG and climate change 
responsibilities, who take transparency seriously whilst making a positive social and environmental impact. 
As we discuss in this article, there is clear demand from investors and new industry practices are emerging 
to support alignment of investment portfolios with the SDGs. We expect the industry will continue to evolve 
as new data and metrics support greater measurement and transparency to demonstrate positive impact 
and are pleased to share our perspectives on embedding SDGs into private equity investments.

1 PRI, 2017, The SDG Investment Case 
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SDGs and Private Equity Investments: Synergies and Challenges

More companies and investors worldwide are actively considering how the SDGs can be reflected into 
investment products and processes, including across the public and private markets2. 

Stafford has been actively incorporating SDGs across the organisation. We focus our attention in this article 
on the integration of SDGs into Private Equity investments for the Stafford Sustainable Secondaries fund 
whilst highlighting a number of potential synergies and challenges that arise in the practical application into 
processes. 

Figure 1 highlights some of the key issues to consider when bringing investment processes into alignment 
with the SDGs, including some of the questions that investment teams are considering to better align their 
portfolios with the SDGs. The framework is based on the collaboration between the UN Global Reporting 
Initiative and the World Business Council for Sustainable Development that developed the SDG Compass, 
a five-step guide for investors and companies to use to identify areas within their operations and value 
chains to contribute to the SDGs.

Figure 1. Framework to align private equity investments with SDGs 

Goal:	Align	private	equity		
investments	with	SDGs	

Understand	
SDGs	

Which	SDGs	are	
investable	

within	universe	

De;ine	
priorities	

What	SDGs	to	
focus	on	and	

KPIs	

Set	goals	

Baseline,	
timeframe,	
metrics	

Integration	

Due	diligence	
(pre	and	post	
investment)	

Report	and	
communicate	

GPs,	LPs,	
companies	

Source: Adapted from SDG Compass Guide for companies and investors, www.sdgcompass.org 

2 Global Impact Investing Network, 2017, Achieving the Sustainable Development Goals: The Role of Impact Investing
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Synergies between the SDGs and private equity investments

Private equity investments represent a significant and growing portion of institutional investor’s portfolio 
allocations, with 11% growth recorded in 2017 (US$400 billion in new capital raising), representing more 
than half of the US$5 trillion private markets assets under management (AUM) worldwide3. Private equity 
can thus play an important role in mobilising the estimated US$2.5 trillion additional private capital that is 
needed (to supplement public capital) each year to finance the attainment of the SDGs4. Likewise, there 
are a number of synergies that support the integration of SDGs into private equity investment processes 
that could help to foster greater alignment of interests and improve transparency across the industry, as 
summarised in Figure 2.

Figure 2. Synergies between the SDGs and private equity investments

Positive	social	&	
environmental	

outcomes	

Long	horizon	
investing	

Align	purpose	and	
returns	

Improve	transparency	

Reinforce	
engagement	with	

investee	companies	

Bolster	alignment	
between	GPs,	LPs	
and	beneAiciaries	

Source: Stafford Capital Partners

•  Positive social and environmental outcomes. There is a strong and growing commitment worldwide 
from investors to invest in a responsible manner, incorporating ESG factors and behaving as an 
active owner with a long-term horizon. This momentum is evident in the strong support of various 
investor initiatives around the world, such as the PRI (with 2,000 signatories including asset owners, 
investment managers and service providers from over 50 countries including the G20, representing 
US$70 trillion as at June 2018), the investors groups on climate change including the CDP initiative, 
Ceres in the US, Institutional Investors Group on Climate Change in the UK and Europe, Investor 
Group on Climate Change in Australia/NZ, and the Global Impact Investing Network, to name a few. 
Investors that are committed to investing in a responsible manner are also increasingly seeking to 
demonstrate positive outcomes as a result of their efforts. 

3 McKinsey & Company, McKinsey Global Private Markets Review 2018 - The rise and rise of private markets

4 United Nations Conference on Trade and Development, World Investment Report 2014

The SDGs provide a useful framework  
for investors to achieve the mutually  
reinforcing goals of generating financial  
returns whilst positively contributing to  
social and environmental outcomes.

www.staffordcp.com
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• Long horizon investing – The SDGs to end 
poverty, protect the planet and ensure 
prosperity for all as part of a sustainable 
development agenda are systemic, long-
term challenges. One of the salient features 
of private equity investments is the long-term 
investment horizon that investors typically 
adopt when making capital allocations, where 
capital is typically deployed with a minimum 
5 year+ horizon. Additional commitments 
are often made over ongoing funding cycles, 
resulting in more private equity investments 
being made with a 10-15 year horizon5. This 
long horizon lends itself to incorporating the 
long-term objectives underpinning the SDGs 
into investment processes in a more holistic 
way, where patience and a steady and ongoing 
focus on supporting the end goals are required. 

• Foster alignment between purpose and 
financial returns – The SDGs present private 
companies with the opportunity to demonstrate 
clear and positive alignment between their 
activities and the social and environmental 
benefits that they contribute to. Indeed, there 
is growing evidence to suggest that companies 
that align their purpose with the generation of 
financial returns will be companies that are 
more resilient and successful over the long-
term, with greater connection and alignment 
with their stakeholders, shareholders  
and society6.

• Opportunity to improve transparency – 
Integration of the SDGs into investment 
processes and reporting frameworks of private 
equity investments should also help to improve 
transparency and reporting standards across 
the private equity industry. Investors into 
private companies will require disclosure of a 
company’s activities - including its ESG, climate 
change and relationship to the SDGs - to make 
an adequate assessment of the contribution 
to the attainment of the SDGs. Indeed, as the 
investment industry strives to raise standards of 
corporate disclosure for both public and private 
companies across a range of environmental 
and social issues7, improving transparency will 

have wide appeal to a range of institutional 
investors whilst at the same time enabling 
investors to undertake a more comprehensive 
assessment of the link between companies’ 
activities and the SDGs. 

• Reinforce engagement between GPs and 
investee companies – In addition to disclosure 
and reporting, the additional consideration of a 
company’s activities as it relates to the SDGs 
may also require some degree of additional 
engagement between the General Partners 
(GPs) and the investee companies. This 
additional engagement will not only further 
strengthen the due diligence and ongoing 
monitoring process of the GPs, but it could also 
bolster the investee company’s understanding 
and efforts in regard to the SDGs and 
encourage company boards to seek alignment 
with the SDGs8.

• Bolster alignment between goals of GPs, LPs 
and beneficiaries – More Limited Partners 
(LPs) in private equity funds seek to integrate 
ESG factors and attribute particular regard to 
the SDGs, including communicating positive 
outcomes to their end beneficiaries/members. 
There will thus be greater alignment between 
those GPs whose investment processes also 
seek to integrate the SDGs with the evolving 
needs of institutional investors and their 
beneficiaries’ preferences9.

5 Forbes, 2018, Are Longer Holding Periods the Wave of the Future in Private Equity?

6 EY Beacon Institute, 2018, The state of the debate on purpose in business

7 Financial Stability Board Task Force on Climate-Related Financial Disclosures, TCFD Supporters

8 PRI, 2014, Integrating ESG in Private Equity: A Guide for General Partners

9 top1000funds.com, 2017, Dutch pension funds embrace UN goals
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Challenges with integrating SDGs into private equity investments

Just as there are compelling benefits from aligning portfolios and private equity investment processes with 
the SDGs, there are also potential challenges at a practical level to achieve such alignment. Some of these 
challenges are the flipside of what have been described as the ‘opportunity’ for evolution in the industry, 
in particular to make the process more efficient and effective there is a need for improved corporate 
disclosure from unlisted companies, standardisation in the metrics used across the industry and a clear 
and demonstrable process for measuring and reporting the positive outcomes. As investors, we need to 
ensure that the SDGs provide ‘additionality’ (defined as making an investment happen that would not have 
otherwise occurred) to the investment outcomes and are more than window dressing10. There are evolving 
metrics and standards that the industry can draw from to support these efforts, as discussed in Highlight 1.

In addition to the issues of measurement and definitions of additionality, the extent to which the SDGs 
are ‘investible’ also needs to be considered. Stafford’s private equity investment team has assessed the 
SDGs in the context of its knowledge and experience of the private equity investment universe and what it 
considers to be the most to the least investible of the SDGs in relation to its investment processes and risk/
return objectives (Figure 3).

Figure 3. Mapping the Investibility of the SDGs to Private Equity Investments

Source: Stafford Capital Partners

This is not to suggest that the existing investment opportunities will not evolve and extend further into the 
SDGs that are currently less investable, rather it is a depiction of Stafford’s assessment of where the private 
equity universe that best fits with the firm’s investment process and philosophy (and risk/return objectives) 
broadly sits today.

10  OECD Development Matters, 2017, Wanted: mechanisms for additionality

www.staffordcp.com
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Highlight 1: Evolution in SDG-related data and metrics

Whilst there is widespread and growing support amongst the investment community to align 
investment portfolios with the SDGs, there are also barriers that have been cited to achieving 
this in practice, including the lack of relevant SDG-related data and insufficient investee company 
transparency. To address these barriers, some investors are collaborating to build a process for 
measuring and reporting outcomes against the SDGs, drawing both on the practices that have 
emerged across the impact investing community, as well as reporting and disclosure standards 
across sustainability issues more broadly.

In particular, a useful source of information for investors is the SDG Impact Indicators: A guide for 
investors and companies, released in 2017 by the Dutch SDG Initiative. The guide does not claim 
to solve the challenges that the industry faces in regard to data and measurement, although it 
usefully proposes an initial core set of impact indicators for each SDGs in an open, consultative 
manner, to garner feedback, engagement and contributions from the wider investment and  
business communities.

By developing a core set of SDG Impact Indicators, the industry will be in a better position 
to measure its contribution to the SDGs in a way that supports comparability, aggregation, 
harmonisation and public disclosure of the positive impacts across the 17 SDGs. Pages 8-10 of the 
SDG Impact Indicators guide summarises the indicators for each SDG. These could be used by 
investors as part of setting goals, reviewing investment processes, defining KPIs for measurement 
and disclosure efforts. Where there are data gaps, and for those areas where the data cannot be 
estimated with a reasonable degree of accuracy, investors can focus on engaging with investee 
companies to close these gaps, building the industry’s capacity and moving to a standardisation in 
measurement and reporting.

In addition to the Dutch-led SDG Initiative guide, other useful sources and efforts that investors 
might wish to utilise when considering the relevant data and metrics to measure and report against 
the SDGs, include:   

• United Nations Sustainable Development Goals: www.un.org/sustainabledevelopment

• The U.N. Global Reporting Initiative (GRI) and the World Business Council for Sustainable 
Development partnered to develop the SDG Compass: www.sdgcompass.org/ 

• Business and Sustainable Development Commission: http://businesscommission.org/

• GRI, UNGC, PRI Stockholm Declaration:  
https://www.globalreporting.org/SiteCollectionDocuments/2018/Stockholm-Declaration.pdf

• Sustainable Development Goals Investment Initiative (SDGI): https://www.sdgi-nl.org/

• PGGM and APG, Sustainable Development Investments Taxonomies, 2017: Analyses the 
investibility of the SDGs and sets out an SDI decision tree

• Global Impact Investing Network: IRIS is the catalogue of generally-accepted performance 
metrics managed by the GIIN, mapped to the SDGs: https://iris.thegiin.org/

• The Investment Integration Project and the IRRC Institute, 2018, Measuring Effectiveness: 
Roadmap to Assessing System-level and SDG Investing 

• University of Cambridge Institute for Sustainability Leadership (CISL), 2016: In search of 
impact: Measuring the full value of capital

• Impact Management Project: http://www.impactmanagementproject.com/

• PRI SDG Advisory Committee: https://www.unpri.org/Uploads/u/i/o/Sustainable-
Development-Goals-advisory-committee---Terms-of-Reference.pdf 
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11  S&P Dow Jones Indices, 2017, Aligning Sustainable Development Goals with Investment Objectives: The Next ESG Challenge 

12 Share Action, 2016, Transforming Our World Through Investment: An introductory study of institutional investors’ role in supporting the  
Sustainable Development Goals

Asset owners move to integrate SDGs into mandates

Examples of efforts to incorporate the SDGs 
into investment processes have emerged over 
recent years since their launch, both at the asset 
manager and asset owner level11. Industry analysis 
and trends suggest that this momentum is likely 
to continue, with a recent survey of around 50 
institutional investors with over US$5 trillion AUM 
finding that 95% of respondents plan to engage 
with investee companies about issues covered 
by the SDGs, with 84% of respondents intending 
to allocate capital to investments supporting the 
goals12. There has been a shift within the universe 
of GPs across the private markets, with some GPs 
reviewing their policies, investment processes and 
reporting and disclosure efforts to reflect the SDGs. 
Much of this shift has emerged in response to LP 
requests, such as Stafford’s engagement with its 
underlying managers about their ESG/SDG policies 
and practices. 

We focus here on the commitments of asset 
owners in particular to demonstrate the growing 
trend and rising demand for portfolio alignment 
with the SDGs, which in some cases has led to the 
launch of new investment mandates (in both public 
and private markets) with an explicit reference to 
the SDGs as part of the capital allocation decision-
making process.

Dutch investors seek alignment of 
investments with SDGs

A group of 21 Dutch based financial institutions 
representing EUR 2.8 trillion in AUM collaborated 
to establish a Dutch SDG Investing (SDGI) Agenda. 
The aim of the SDGI is to reinforce investors’ 
commitment to offer concrete recommendations 
for action in the context of Dutch investment value 
chains. The group invited the Dutch government 
and DNB to collaborate across four areas of action, 
namely to: 

1. Catalyse significant SDG investment through 
the systematic deployment of blended finance 
instruments.

2. Make SDG investment the ‘new normal’ by 
encouraging investors to invest with impact.

3. Establish an enabling SDGI data environment 
by stimulating the uptake of sustainability 
indicators and standards.

4. Identify and address actual and perceived 
regulatory barriers and incentives to  
SDG investment.

The financial institutions participating in this initiative 
also announced and continue to pursue their own 
efforts to invest and align their investment activities 
with the SDGs. For example, Dutch funds APG and 
PGGM have collaborated to develop a methodology 
to identify opportunities linked to 15 of the 17 SDGs 
(the taxonomies can be accessed here). This 
provides a useful platform for investors to utilise 
when considering the relationship between each of 
the SDGs and investment portfolios.

APG noted that it “invests in solutions that 
contribute to the UN Sustainable Development 
Goals. These investments meet our financial 
risk and return requirements and support the 
generation of positive social and/or environmental 
impact through their products and services, or 
at times through acknowledged transformational 
leadership. We distinguish between investments 
where impact has and those where it has not 
been measured and stimulate the latter to report 
on measurable impacts.” Utilising the taxonomy 
framework developed together with PGGM, APG 
estimated and disclosed its alignment with the 
SDGs, as summarised in Figure 4 as Sustainable 
Development Investments (SDIs) and is targeting 
EUR 58 billion of such investments by 2020.

www.staffordcp.com
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Figure 4. APG estimated investments in alignment with SDGs 

Source: https://www.apg.nl/en/responsible-investment-report

Building on the joint efforts with APG, PGGM is utilising the SDG taxonomy to leverage its efforts to align 
investments with the goals. In addition to seeking alignment of its existing investments, PGGM is actively 
investing in strategies across four themes - climate, water, food and health - which map to five of the SDGs. 
The fund is targeting an additional EUR 20 billion in such investments in solutions by 2020 across a variety 
of asset classes. 

PGGM emphasised in its contribution to a compendium of case studies demonstrating alignment of 
investments with SDGs compiled by the Global Impact Investing Network, that the SDGs offer a useful 
framework that strengthens communications with several key stakeholder groups, in particular clients and 
investee companies. It also expects “that improved communications around impact intent and impact 
performance resulting from SDG alignment will lead to an increase in client demand for impact investment 
products. This increased demand, in turn, will generate further interest in SDG alignment among the 
broader investor community.” PGGM also warned of the risk of ‘SDG-washing’, that is oversimplifying the 
approach and meaningfulness of applying the SDGs to investment portfolios, highlighting the need for 
investors to measure and report outcomes in a clear and consistent manner.
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UK Local Authority Pension Fund Forum 
builds SDGs into its policies

The UK Local Authority Pension Fund Forum 
(LAPFF) set out its support for the alignment of 
the SDGs with responsible investment strategies. 
The LAPFF notes in its Responsible Investment 
Policy that it believes that “incorporating SDGs 
in investment decisions and strategies benefits 
funds and has a positive impact on the economy 
in which funds operate.” It goes on to note that 
“consideration of SDGs in investment policies and 
engagement can therefore help protect the interests 
of beneficiaries.”13

In its Responsible Investment policy, the LAPFF 
goes on to define its particular areas of focus which 
includes SDG6 ‘water and sanitation’ and SDG11 
‘sustainable cities and communities’. 

• In terms of SDG6, LAPFF notes that companies 
should address water efficiency, reduce 
water consumption and waste, and eliminate 
contamination, as well as implement human 
rights due diligence processes to provide 
appropriate water and sanitary facilities. 

• On SDG 11 LAPFF highlights the important 
role that businesses can play in achieving 
sustainable cities and communities where 
strategies should include initiatives for providing 
access to safe, affordable, accessible and 
sustainable transport systems for all; enhancing 
inclusive and sustainable urbanization and 
capacity for human settlement planning and 
management; and reducing the adverse per 
capita environmental impact of cities. 

Swedish funds support SDGs and launch new 
mandates

The Seventh Swedish National Pension Fund 
(AP7) set out its approach to the promotion of 
sustainable development in its 2016 Sustainability 
report. The Fund adopts a norms-based approach 
where it seeks to make a positive contribution to 
sustainable development through behaving as 
an active owner, financing solutions to promote 
sustainable development and contributing to new 
knowledge that encourages the wider utilisation of 
tools, metrics and industry standards to promote 
sustainability. The Fund has three long term 
themes including improving corporate governance 
standards in private equity investments (where 

clean tech investments represent around 20% of 
assets within that allocation), climate change and 
the transition to a low carbon economy, and clean 
water and sanitation (SDG6). More recently, AP7 
allocated assets to new mandates where alignment 
with the SDGs was an explicit feature of the search 
criteria14. The Fund is also collaborating on a new 
engagement program focused on labour rights in 
food supply chains (SDG8).

In its 2016 annual report, the Fourth Swedish 
National Pension Fund (AP4) outlined a number of 
investments demonstrating the fund’s alignment, 
including an investment strategy focusing on 
children’s rights, which addresses a goal to reduce 
inequality. It has also taken action to reduce climate 
risk across its investments, with approximately 24% 
of the fund’s global equity portfolio invested in low-
carbon strategies. AP4 noted in its report that the 
Fund is “working on integrating sustainability and 
the SDGs in our investments. We will focus on the 
climate and environment-related SDGs as we find 
they are most relevant to us: significant financial 
impact, investible, builds on our internal experience 
and competence, supports the SDGs and are in 
line with our mission and values”.

Australian funds signal support for the SDGs

Some Australian-based asset owners have also 
expressed their support and plans with respect to 
alignment of investments with the SDGs. 

For example, HESTA provided a submission to the 
Senate Inquiry into the UN SDGs where it noted 
that the SDGs “provide an important framework 
for internationally consistent language”. The Fund is 
also building exposure to impact investing, focusing 
in particular on the health and community service 
sectors (SDG3 and SDG11).

CBUS Super has also expressed its support for 
alignment of investments with the SDGs and 
joined the Dutch led SDI framework efforts. CBUS 
summarised the key areas where it believes it can 
make a difference to sustainable development, 
including through its investments in infrastructure 
(SDG9), housing (SDG11) and climate resilience 
(SDG13). The Fund also included reference to 
the SDGs in its 2017 Annual Integrated Report, 
highlighting its contribution also to gender equality 
(SDG5), sustainable economic growth (SDG8) 
and global partnerships to support sustainable 
development (SDG17).

13 Local Authority Pension Fund Forum, 2018, Responsible Investment Policy Guide

14   Nordsip, 2018, AP7 Moves to Implement Green Mandates
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15 Ontario Teachers’ Pension Plan, 2018, Leading Canadian and G7 Investors Come Together in Support of Global Development Initiatives

16 iglobalinitiatives.com, G7 Investors Global Initiatives

US funds see the value in aligning 
investments with SDGs

The US pension fund CALPERS has publicly stated 
that given the size of the Fund and its position 
as a universal owner, the SDGs “...are not just a 
moral imperative but an economic necessity”. In 
addition to providing a more stable and sustainable 
economic environment in which to make long-term 
investment decisions, the Fund also believes that 
the SDGs provide the potential to generate financial 
returns through “building prosperity”. The board 
of CalPERS directed staff to look into aligning its 
portfolio with the SDGs, with a report due back to 
the board in 2018 regarding how the goals could 
connect with the Fund’s sustainability investment 
plan. It is likely that other US funds will also follow 
suit as the momentum and actions to support the 
SDG continues to grow.

Canadian investors collaborate to support 
global development initiatives

A group of leading global institutional investors, 
led by Caisse de dépôt et placement du Québec 
(CDPQ) and Ontario Teachers’ Pension Plan 
(Ontario Teachers’), in collaboration with the 
Government of Canada, announced a collaborative 
project to advance key G7 development 
objectives15. Partner institutions include AIMCo, 
Allianz, Aviva, CalPERS, CDPQ, Generali, Natixis 
Investment Managers, OMERS, Ontario Teachers’, 
OPTrust and PGGM (representing more than $6 

trillion in assets under management) joined together 
and pledged to commit resources, expertise and 
networks to further three initiatives:

• Enhancing expertise in infrastructure 
financing and development in emerging and  
frontier economies;

• Opening opportunities for women in finance 
and investment worldwide; and

• Speeding up the implementation of uniform and 
comparable climate-related disclosures under 
the FSB-TCFD framework.

The group notes the affect that the health, growth 
and development of the countries that they invest 
in can have on its long-term investment returns. 
By collaborating, the group hopes to have a 
greater impact on the three areas of action that it  
has prioritised. 

In addition, while there are no specific goals or 
actions set in relation to the SDGs, the group 
notes that there is an opportunity for the advisory 
committee to discuss the integration of SDGs 
into investment processes as part of their 
reporting efforts of support for the FSB TCFD 
recommendations, including reference to the 
World benchmarking Alliance’s goal of publishing 
league tables measuring corporate performance on  
the SDGs16.

12

https://www.otpp.com/news/article/-/article/790381
http://www.iglobalinitiatives.com/en


Stafford’s commitment to the SDGs 

Stafford has been committing capital into 
investments with ESG characteristics since its 
foundation. The societal impact objective of these 
investments varies significantly from mandates 
looking to increase investments in certain locales or 
groups to mandates and funds seeking to support 
green or cleantech investments. Over this time, we 
have seen definitions, terminology, and reporting 
regimes change many times. With the SDGs, 
Stafford sees the opportunity to utilize a single 
framework for measurement and reporting of the 
varied investment programs we manage and for this 
framework to be widely accepted and understood 
by our investors, fund managers, underlying asset 
managers, and others.

Against this backdrop, Stafford is committed 
to incorporating the SDGs into its investment 
processes and portfolios across all business units, 
starting with the private equity business. Stafford’s 
private equity team has spent significant resources 
reviewing material on the SDGs and designing 
an approach, which will be an iterative process in 
consultation with our GPs and LPs. 

We have started this journey by developing an 
assessment framework and mapping our existing 
investments in the Stafford Sustainable and Stafford 
Venture funds to the SDGs, as the following 
discussion sets out.

Mapping the SDGs to our existing investments

Although arrived at independently, the methodology 
we have utilised is similar to the approach taken 
by Dutch funds APG and PGGM. We look beyond 
the 17 top-level goals and work instead with the 
169 individual targets associated with the top-
level goals. The 169 targets provide more concrete 
objectives than the 17 goals and can be applied to 
companies at a more granular level. 

We reviewed the 169 targets in depth and came up 
with a list of 76 that we consider to be potentially 
investible within the sectors of venture capital, 
growth equity and buyout investing. See Highlight 3 
for an example of the results of this work on SDG 
11 – Sustainable Cities and Communities and 
Figure 5 for a breakout of the 76 targets among the  
various SDGs. 

We then took this list of 76 targets and reviewed 
our existing portfolios of venture, growth and 
buyout funds. Each underlying portfolio company 
is reviewed against each of the 76 targets to 
come up with the list of SDG targets, and thus 
SDG(s) that the company aligns with, if any. These 
companies range in their maturities as it comes to 
their operational processes and as a result may lack 
the scale required to create and deploy elaborate, 
world-class operational processes and policies 
which can be measured and reported upon for 
alignment with the SDGs, what we call “indirect 
alignment” with an SDG. Instead, for the majority of 
these companies, it is the business model, product, 
or service that aligns with the SDG, what we call 
“direct alignment” with an SDG. Direct alignment 
companies can be expected to provide the greatest 
level of impact towards the goals of the UN SDGs 
as these companies are producing the products 
or services that will reshape the economy, protect 
the environment, and broaden access to education, 
financial independence, and equal opportunities. 
See Highlight 2 for a more detailed discussion of 
direct and indirect SDG alignment.

At the time of writing, we have reviewed 550 
companies for SDG alignment in terms of 
general business activity. Companies range 
from an alignment to zero SDG targets while 
other companies may align to as many as eight. 
The average was 1.9 targets aligned, including 
companies that have no SDG alignment, excluding 
these companies the average is 2.3. Across the 
portfolio, all 17 SDGs were present, however, there 
was a clear weighting towards a few SDGs. SDGs 
9 – Innovation and Infrastructure, 3 – Good Health 
and Well Being, 8 – Decent Work and Economic 
Development, 7 – Affordable and Clean Energy, 12 
– Responsible Consumption and Production, and 
11 – Sustainable Cities and Communities account 
for over 86% of the total SDG alignment. See 
Figure 6 for the summary of the SDG alignment for  
these companies.

Stafford is committed to incorporating the SDGs into its 
investment processes and portfolios across all business units.

www.staffordcp.com
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Figure 5: Stafford’s list of SDG targets applicable to private equity companies

Sustainable Development Goal
UN Stafford

Targets Indicators Targets Indicators

1 - No Poverty 7 14 2 6

2 - Zero Hunger 8 13 7 12

3 - Good Health and Well Being 13 27 8 19

4 - Quality Education 10 11 8 9

5 - Gender Equality 9 14 3 4

6 - Clean Water and Sanitation 8 11 6 9

7 - Affordable and Clean Energy 5 6 3 4 

8 - Decent Work and Economic Development 12 17 7 11

9 - Industry, Innovation and Infrastructure 8 12 3 5

10 - Reduced Inequalities 10 11 1 1

11 - Sustainable Cities and Communities 10 15 5 8

12 - Responsible Consumption and Production 11 13 7 9

13 - Climate Action* 5 8 2 5

14 - Life Below Water 10 10 5 5

15 - Life on Land 12 14 4 5

16 - Peace, Justice and Strong Institutions 12 23 3 5

17 - Partnerships for the Goals 19 25 2 2

Total 169 244 76 119

* The five targets associated with SDG 13 – Climate Action are focused on preparedness to the negative 
impacts of climate change - risk reduction, mitigation, and adaptation. Targets with the aim of avoiding or 
reducing climate change are captured within other SDGs, such as 7 – Affordable and Clean Energy. 
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Figure 6: SDG Analysis of Sustainable and Venture Funds
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Highlight 2 – Assessing Direct and Indirect SDG Alignment

When aligning the SDG targets to portfolio companies, we noted that there are two primary classifications 
for the methods by which companies can contribute towards the goals of the SDGs. The first, which we 
call direct, is through a product, service, or business model of the company. These companies are making 
a positive impact on one or more of the SDGs through the adoption of the company’s product or service 
by the market. As the company’s product or service gains market share or is used by consumers and other 
companies, the goal(s) of the SDG is advanced. An example of this is a company producing solar panels. 
The more solar panels the company installs, the more clean energy produced, reducing the earth’s reliance 
on non-clean energy production. 

The other type of contribution is indirect which comes from a company’s activities and/or policies. For 
example, the company may implement procedures to ensure that all of its suppliers provide safe work 
environments and fair-pay to their employees. Other companies may implement policies to address SDG 
concerns such as gender equality, whether internal – within the company – or external – outside of the 
company. Company donation and volunteer programs are another example of indirect alignment. A single 
company may have both direct and indirect SDG alignment. For example, Stafford Capital Partners aligns 
has both direct, business model of investing in sustainable companies, agriculture and timber, and indirect 
through Stafford’s policy of carbon offsetting.

Example company types with potential direct 
alignment:

Examples of indirect alignment

Microfinance Gender equality programs

Gender equality programs Minority and disability employment programs

Agricultural technology Universal education programs

Minority and disability employment programs Input sourcing programs

Specific life-sciences Waste reduction programs

Universal education programs Efficiency programs

Education technology

Input sourcing programs

Water technology

Waste reduction programs

Transportation safety

Efficiency programs

Recycling/efficiency

Pollution remediation/reduction

Clean energy / energy efficiency
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Incorporating the SDGs into Stafford’s Private Equity Investment Decision Process

The SDG review of individual companies will be 
conducted on all potential investment opportunities 
considered for Stafford Sustainable Capital Fund 3, 
both direct, single company, and indirect, portfolio 
of companies. We expect these efforts will result 
in the largest database of SDG alignment among 
ventures, growth and buyout stage companies. 

Given Stafford Sustainable Capital Fund 3’s focus 
on sustainability, the SDG review is incorporated 
into the investment decision process for every 
potential investment considered by the fund. 

The sustainability of private growth companies 
can be classified into one of three groups. The 
first is those that have a net negative impact 
on sustainability, such as oil extraction or coal 
power generation. The second is companies 
that have very limited or no impact. Many, if not 
most, companies fall into this category. The third 
is companies that have a net positive impact on 
sustainability such as clean power technologies, 
water filtration, or recycling. It is also important to 
consider the “net” outcome when referring to the 
positive or negative impact of a company, as it is 
possible for a company’s activities to have both 
positive and negative impacts. For example, a 
company that is making a large positive impact 
on reducing hunger may at the same time be 
having a small negative impact on deforestation as  
it increases the acreage it uses to produce 
food. The SDG review process allows for a  
systematic determination of what net impact, if any, 
a company has. 

As we continue to incorporate the SDGs into 
investment processes, our team will review SDG 
alignment on an individual company level, the result 
will be a list of SDG targets, ranging from zero to 
eight or more, that each company is aligned with. 

A company that is assessed as having zero 
alignment to the SDGs will be easy to discount 
within the investment decision process as this 
company will fall into either the negative or limited/
no impact category described above. This does 
not mean that all such companies might be actively 
working against the goals of the SDGs, but instead 
there may be no ‘direct’ or ‘indirect’ alignment 
between the company and the SDGs. 

For the remainder of the companies, those with 
one or more aligned SDG targets, determining 
the potential suitability with the “Sustainable” of 
Stafford Sustainable Secondaries Fund 3 is more 
complicated than may at first glance be expected. 

• Low impact companies – Companies may 
offer a product or service that has alignment 
with the SDGs, but the product/service may 
be a very small part of the overall business of a 
company. The same applies to indirect impact if  

the impact is small given the size or maturity of 
the company.

• More alignment does not necessarily mean 
more impact – Companies with alignment 
to only a single SDG target should not 
automatically be inferred as being lower in 
regard to sustainability impact than companies 
aligned with more SDG targets. There are 
plenty of companies with alignment to two 
to three SDG targets that can properly 
be described as low or near low-impact 
companies while many of the companies that 
align to just a single SDG target have high 
impact. For this reason, it is necessary to look 
beyond a company’s alignment to an SDG 
target and measure the impact or expected 
impact the company has with the SDG target. 

• High Frequency SDG Targets – Certain SDG 
targets have high alignment with private 
companies. Often, but importantly not always 
- see “more alignment does not necessarily 
mean more impact” above - if a company only 
aligns to one of these high frequency SDGs, 
the company may be a low impact company 
compared to other private growth companies. 
Examples include:

 -   SDG 8 - Decent Work and Economic 
Development, Target 8.2 - Achieve higher 
levels of economic productivity through 
diversification, technological upgrading and 
innovation, including through a focus on high-
value added and labor-intensive sectors. 
Many private companies produce products 
or services that have the potential to positively 
impact economic productivity, but the overall 
impact provided may be minimal. 

 -   SDG 9 - Industry, Innovation and 
Infrastructure, Target 9.4 - By 2030, upgrade 
infrastructure and retrofit industries to make 
them sustainable, with increased resource-
use efficiency and greater adoption of clean 
and environmentally sound technologies and 
industrial processes, with all countries take 
action in accordance with their respective 
capabilities. Similar to 8.2, private companies 
may upgrade infrastructure or retrofit 
industries through their products or services, 
but the overall impact may be minimal. 

• Level of Impact – Similar to the discussion 
of the high frequency SDG targets, two 
companies which both align to the same SDG 
target may have dramatically different levels of 
impact on the SDG which need to measured 
and considered. 

www.staffordcp.com
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The realities of private company alignment with the 
SDG targets, means that simple directives such as 
“must align to 3 or more SDG targets” or “include all 
companies that align with SDG X” do not function 
well as a means to select companies that have 
significant impact. Instead, the investment decision 
process must include the impact or expected 
impact of the company.

The rules that Stafford finds useful to determine 
sustainability during the Stafford Sustainable 
Secondary Fund 3 investment decision process on 
direct investment opportunities, investments into a 
single company, are: 

• The company must align with at least one  
SDG target

• Level of impact, or likely level of impact, must 
be high

 -  Take a deep look at companies that align 
to only a single SDG target if it is one of the 
SDGS that many companies align with, 8.2 
and 9.4 for example

• Strong preference given to the SDGs that 
we consider to be “investable” and “most 
investable,” see Figure 3

• Strong preference is given to companies with 
“direct” SDG alignment over companies with 
only “indirect” SDG alignment 

For an investment in a fund, the same review is 
conducted on all underlying investments. At a 
minimum, at least half of the portfolio’s value must 
be comprised of companies that are “sustainable.”

The Stafford investment decision process is not 
static but is instead under continual change as we 
adapt it to changes in the market and incorporate 
new knowledge, experiences and lessons learned, 
as illustrated by the incorporation of the SDGs into 
the process. The same continual improvement will 
hold true for the process of reviewing companies 
for SDG target alignment and determination of 
individual company sustainability.

Note, the determination of a company as 
“sustainable” is just one component of the overall 
Stafford Sustainable Secondary Fund’s investment 
decision process which considers the growth 
prospects of the company, timing to exit, expected 
return, and many other factors as part of the overall 
decision to invest.

The Stafford investment 
decision process is not static 
but is instead under continual 
change as we adapt it to 
changes in the market and 
incorporate new knowledge, 
experiences and lessons 
learned, as illustrated by the 
incorporation of the SDGs  
into the process.

18



Highlight 3 – Example of Stafford’s Portfolio Assessment of SDG 11  
– Sustainable Cities and Communities 

Target Description

Impact 
potential by 
VC, Growth, 
and PE 
companies?

Example Types
Example 
Company

# of 
companies

11.1

By 2030, ensure access 
for all to adequate, safe 
and affordable housing and 
basic services and upgrade 
slums

Yes

Companies that are 
providing financing 
to increase access to 
housing and services

Provider of solar 
powered electricity 
to households 
who have no other 
means to electricity

4

11.2

By 2030, provide access to 
safe, affordable, accessible 
and sustainable transport 
systems for all, improving 
road safety, notably by 
expanding public transport, 
with special attention to the 
needs of those in vulnerable 
situations, women, children, 
persons with disabilities 
and older persons 

Yes, 
significant

Technologies or business 
models that increase the 
safety and availability of 
transportation

Sustainable 
transport system 
for the masses 
- reduces the 
number of cars on 
the roads

13

11.3

By 2030, enhance 
inclusive and sustainable 
urbanization and capacity 
for participatory, integrated 
and sustainable human 
settlement planning 
and management in all 
countries

Yes, 
significant

IT companies providing 
solutions, new real estate 
technologies

Builder of multi-
use development 
projects that help 
to improve the 
level of inclusion 
and connectivity 
in urban 
environments

20

11.4

Strengthen efforts to 
protect and safeguard the 
world’s cultural and natural 
heritage

No Limited opportunity for private companies to impact target 

11.5

By 2030, significantly 
reduce the number of 
deaths and the number 
of people affected and 
substantially decrease the 
direct economic losses 
relative to global gross 
domestic product caused 
by disasters, including 
water-related disasters, 
with a focus on protecting 
the poor and people in 
vulnerable situations

Yes
Company policy and 
support

Provider of 
technology 
that increases 
communication 
abilities during 
emergencies that 
can help first-
responders

7

www.staffordcp.com
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Reporting and disclosure

An important pillar of Stafford’s efforts to integrate 
the SDGs into investment processes will be our 
efforts to aggregate and report these actions and 
outcomes in the most consistent and comparable 
way that we can. Stafford is aware of the growing 
industry trend and need for greater disclosure and 
reporting along the investment chain, as evidence 
by the widespread support for the FSB 

Task Force on Climate-related Financial Disclosure 
recommendations across the industry. Various 
examples of emerging reporting frameworks across 
the investment community more broadly have 
proliferated over recent years, not only against 
SDGs but on climate change and ESG issues  
more broadly. 

Target Description

Impact 
potential by 
VC, Growth, 
and PE 
companies?

Example Types
Example 
Company

# of 
companies

11.6

By 2030, reduce the 
adverse per capita 
environmental impact of 
cities, including by paying 
special attention to air 
quality and municipal and 
other waste management

Yes

Examples - Waste 
reduction, recycling, air 
quality, IT measurement 
and services

Company that has 
signed up 270 
US companies 
to voluntarily 
commit to cutting 
emissions in a 
legally binding way 
- including a good 
swathe of blue 
chips - by providing 
carbon credits

55

11.a

Support positive economic, 
social and environmental 
links between urban, 
peri-urban and rural areas 
by strengthening national 
and regional development 
planning

Limited
Primary impact from government / NGO players, limited 
opportunity for private companies to impact target

11.b

By 2020, increase by 
x% the number of cities 
and human settlements 
adopting and implementing 
integrated policies and 
plans towards inclusion, 
resource efficiency, 
mitigation and adaptation to 
climate change, resilience 
to disasters, develop and 
implement in line with 
the forthcoming Hyogo 
Framework holistic disaster 
risk management at all 
levels

Limited
Primary impact from government / NGO entities, limited 
opportunity for private companies to impact target

11.c

Support least developed 
countries, including through 
financial and technical 
assistance, for sustainable 
and resilient buildings 
utilizing local materials

Limited
Primary impact from government / NGO entities, limited 
opportunity for private companies to impact target
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17  Task Force on Climate-Related Financial Disclosures, 2017, Final Report: Recommendation for the Task Force on Climate-related Financial 
Disclosures, and PRI, 2018, An Asset owner’s guide to the TCFD recommendations

Stafford supports these efforts to achieve greater 
disclosure across the investment community 
and is developing a firm-wide approach that 
will be released within the next 18 months. The 
‘Responsible Investment’ report will capture our 
efforts and outcomes across the following pillars:

• ESG integration – Stafford will measure and 
report its actions and outcomes in terms of 
promoting and improving the integration of ESG 
issues into investment portfolio. For example:

 -   Stafford is a signatory to the UN backed PRI 
and participates in the annual review process. 
Stafford will publicly disclose the Assessment 
report as part of its efforts to improve 
disclosure and transparency.

 -   On a bi-annual basis, Stafford undertakes 
a comprehensive due diligence of the 
capabilities and integration of ESG issues into 
investment processes across its investments, 
across all business lines. This is currently 
being revised and extended to bolster the 
coverage of climate change related impacts 
as well as SDG alignment. The results and 
outcomes of this assessment process will be 
summarised and made publicly available in 
the Responsible Investment report.

• SDGs alignment – Stafford has established an 
SDG assessment process for its private equity 
assets, as set out in this paper. Going forward, 
this process will be extended to all the other 
business lines, with the aggregate results and 
outcomes included in our public disclosures 
through the Responsible Investment report. 

 

-   The data and metrics to support such an 
assessment will vary across asset classes 
and formulate part of the way that Stafford 
evaluates potential new investment allocations 
to GPs, as well as how it manages and reviews 
existing allocations.

• Climate Change integration – Stafford is 
bolstering its assessment of climate-related 
investment risks and opportunities as part of its 
bi-annual ESG review of GPs. This assessment 
is being developed to align with the TCFD 
recommendations and will be established 
along the four pillars of that framework, namely 
governance, strategy, risk management 
(including scenario analysis) and metrics  
and targets17. 

 -   The specific data and metrics that can be 
aggregated in a comparable and consistent 
way will also be explored as part of this 
process on a best endeavours basis, 
recognising that standards in the industry 
for measurement and disclosure of metrics 
are likely to evolve considerably over the  
coming years.

• Other organisational efforts and activities – 
Other activities that Stafford undertakes as 
part of its efforts to behave and operate as 
a responsible investor will also be included 
in the Responsible Investment report, 
including policies and processes such as 
carbon offsetting, staff and community  
development schemes. 

www.staffordcp.com
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Conclusion 

Over the past year, Stafford has reviewed its historical investments within the Private Equity business unit 
for alignment with the UN SDGs. The work led to an increased level of dialogue with the General Partner 
community, increased the level of knowledge about and dialogue with the underlying portfolio companies 
and increased the interactions with others within the private equity, sustainable investing, and sustainability 
measurement industries. 

Determination of a potential investment’s sustainability, as measured by the SDGs, is now a factor in the 
investment decision process for Stafford Sustainable Secondaries Fund 3. Going forward, Stafford is 
committed to integrating the SDGs into the investment selection, review, and reporting process for all of our 
business units, something we will be implementing over the next 18 months. 

We welcome and look forward to feedback and interaction with our clients and the wider investment 
community on how we can all make a positive contribution to achieve the SDGs through our investment 
decision-making processes.
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About Stafford Capital Partners

Founded in 2002, Stafford Capital Partners is a leading alternatives investment manager with $5.4bn AUM 
across timberland, infrastructure, agriculture, sustainable, and private equity (as at 30 June 2018).

In 2006, Stafford began investing its first dedicated pool of capital into the sustainable market. Our 
team comprises individuals with extensive experience across private equity, sustainable, and venture 
capital markets.

To find out more about our sustainable business, please contact:

Kurt Faulhaber 

Partner  

Austin

kurtfaulhaber@staffordcp.com

Rick Fratus 

Partner

Austin

rickfratus@staffordcp.com

Andy Betz

Investment Manager

Austin 

andrewbetz@staffordcp.com

Dan Bowden 

Partner

Sydney

danielbowden@staffordcp.com

Michelle Ewart 

Head of North American 
Client Solutions  

Austin 

michelleewart@staffordcp.com

Shan Singh 

Investment Analyst

Austin

shansingh@staffordcp.com
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Private and Confidential

The information in this document is for private circulation only and does not represent investment advice and should not be relied upon for 
investment decisions. This document neither constitutes an offer to sell nor a solicitation to invest in any of the Stafford Funds. It is for information 
purposes only and is not a recommendation. This document does not constitute an offer to sell or a solicitation to invest in any jurisdiction where 
the offer or sale would be prohibited or to any person not meeting the required investor criteria. Any opinions expressed are given in good faith but 
are subject to change without notice. No representation or warranty, express or implied, is made as to the accuracy, completeness or correctness 
of any information in this document which has not been verified.

Stafford Capital Partners Limited (formerly Stafford Timberland Limited) is a company registered in England (Company Reg: 4752750) with a 
registered and trading address at Fourth Floor, 24 Old Bond Street, London, United Kingdom W1S 4AW. It is authorised and regulated by Financial 
Conduct Authority (Firm# 225586).

Stafford Capital Partners is a member of the United Nations’ Principles for Responsible Investment (UNPRI). These principles are an internationally 
agreed upon framework to help institutional investors incorporate Environmental, Social and Governance (ESG) qualitative considerations into 
investment decision-making and ownership practices. Stafford Capital Partners is acknowledged by the UNPRI, when compared against our 
peers, as incorporating a solid framework for ESG considerations into its investment decision process (selection, assessment and monitoring of 
investments). For more information about UNPRI, visit www.unpri.org.

We are obliged to protect personal data, preserve confidentiality of personal and sensitive data, and prevent the loss of data. Please read our 
statement on personal and sensitive data that is linked on our website www.staffordcp.com/legal. If you have any questions about our personal 
and sensitive data policy and framework or if you wish to exercise your rights in respect of your personal data, please email our Data Protection 
Officer on privacy@staffordcp.com.

This document is printed using vegetable based inks onto sustainably sourced paper.


