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The Paper in a Nutshell

Is it a supply-side or a demand-side story that we observe a lack
of minority-owned private equity funds (Gompers and Wang (2017);
Lerner et al. (2019))?

• Supply-side ( ∼ statistical discrimination)
• Skills of the fund managers;
• Quality of the portfolio companies invested by the funds.

• Demand-side ( ∼ taste-based discrimination)
• Investors put less money in minority-owned funds regardless of

the skills and quality.

It is very important to distinguish between the supply- and demand-
side stories for intellectual, policy, and practical purposes (more in
the paper).
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Key Result 1 – Minority Ownership and Raising a Follow-on Fund

Negative sign before Success × Minority : given the level of suc-
cess, minority-owned funds are less likely to raise a follow-on fund.
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Key Result 2 – Minority Ownership, Performance, Racial Awareness,

and Raising a Follow-on Fund

Positive sign before Success×Minority ×HRA: given the sensitivity
of fundraising to minority ownership, managers in state of HRA are
likely to raise a follow-on fund.
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Benchmark Result in the Literature (Kaplan and Schoar (2005))

Positive sign before Size: larger funds, higher performance

Tons of similar results in mutual funds...
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Comment 1 – Channels

• High racial awareness, high fund flow sensitivity to
performance ⇒ Racial barriers? Discrimination?

• (In the paper) ”LP behavior changes around periods of high
racial awareness.”

• Alternative channel to discrimination – Window dressing

Suggestions

• Persistence and long-run effect?

• Political influence?

• The effect is driven by low-return or high-return funds?

7 / 12



The Paper My Comments Final Remarks

Comment 2 – Direct Test/Control the Supply-Side

• Minority-owned funds invest in regions/startup owned by
minority

• Control for manager skills

• Change of managers?

• Whether the investors see the manager? (manager race?)
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Comment 2 – Direct Test/Control the Supply-Side

The authors is doing something,...
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Comment 3 – Refinement of the HRA and the Tests

Very interesting shock!

• Weigth over the importance of the news source?

• HRA: an indicator that equals to one in which this measure is
above the median – percentile rank?

• Control for other things (e.g. economic conditions, total
news) in the state×year unit.

• Placebo tests

• (Pre-trend) Without the increase of racial awareness, what
would happen?
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Final Remarks

Very interesting paper, a clear question, important topic, interesting
shock.

• Very comprehensive data in PE – a lot of work!

• Contribution: underlying causes of less representation of
minority-owned funds.

Minor comments

• No Asians (Machine learning analysis of the photos?)

• % of minority-owned funds is very low (matched sample of
non-minorities to minorities?)

Good Luck!
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