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Women entrepreneurs
are changing the world

Women-owned businesses that secure funding show better
returns on investment (ROI) and tend to be in business
longer than those owned or founded by men. What's more:
they purposefully develop goods and offer services that seek
to make life better for everyday people.! But year after year,
and decade after decade, the world is losing out on the full
lift of that potential. Why?

Women entrepreneurs continue to struggle to raise capital
compared to their male counterparts.? That's in spite of

the fact that women started more businesses than men
during the pandemic, with women of color representing the
greatest proportion of those founders.3 This must change.

Ernst & Young LLP (EY US), the Center for Women &
Enterprise (CWE), Women Business Enterprise National
Council (WBENC) and Women Impacting Public Policy
(WIPP) discussed the need to transform the narrative of
the full value associated with women-owned and founded
businesses. Amplifying financial results by capturing and
communicating the nonfinancial value that women business
enterprises (WBEs) and women-owned small businesses
(WOSBs) create — namely through sustainability activities —
can go a long way toward overcoming the funding hurdles
these organizations continue to face. How so?

The market around us is changing. Over the last several
years, sustainability metrics have become increasingly
important to business stakeholders — including investors,
suppliers, customers and others all looking for a more
holistic view of enterprise value. Approximately 70% of
venture capital (VC) groups and 60% of business angel
investors incorporate sustainability criteria into investment
decision processes. As with large corporations, funders are
seeking to expand their focus to include more responsible
business practices in their portfolios and value chains.*

VC investors are more likely to focus on financial relevance
of sustainability criteria compared to angel investors who
seem to be more motivated by the will to have a positive
impact on society.

Both VCs and angel investors use sustainability information
predominantly as a portfolio screening tool — with VCs using
it to exclude candidates during due diligence (primarily
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mitigation of sustainability-related risks) and angel investors
targeting firms that perform well in selected sustainability
criteria (opportunity for value creation). In terms of
sustainability, angel investors consider impact investing (i.e.,
seeking to generate a positive social and/or environmental
impact alongside a financial return) as the second most
important among all sustainability investment strategies.®

Interestingly, women founders are more likely to receive
funding when their narratives include social impact
components.® In fact, sustainability importance is growing
for small- and medium-sized enterprises too. In a 2022
survey of these businesses, 87% of respondents expressed
a similar or increased level of sustainability focus for the
year ahead; some 83% said that a business's reputation

and brand strength are impacted by sustainability factors.”
That's huge. These findings have prompted us to ask how
measuring sustainability value associated with women-
owned and founded businesses could potentially unleash
additional growth and progress. Could a set of metrics begin
to demonstrate the impact of female-driven entrepreneurial
growth on income, employment and other factors?

The short answer is: yes. Through our survey and working
groups, we surfaced seven key learnings about WBEs and
WOSBs that paint a clear picture of this group's ability

to not only drive transformational change, but to do so in
a way that fundamentally helps build a world that works
better. These findings are meaningful. They illustrate a
compelling business case for embracing sustainability

as a means of fueling future progress for female founders
and entrepreneurs.

We cannot afford to lose out on the possibilities that
female-driven entrepreneurship creates. These business
visionaries generate purposeful solutions that our
communities and society so desperately need to create a
more sustainable future. Women entrepreneurs are already
changing the world. Formalizing and communicating
existing and future sustainability efforts can empower
these businesses with greater access to capital markets and
funding to make even more progress — now.
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Defining sustainability terms

Sustainability is defined very differently depending on

the source, how it's being used and the focus of the
organization. There are specific metrics recognized for many
of the environmental elements, and governance pieces are
often seen as commitments to these efforts. Third-party
validation, attestation such as Better Business Bureau
rankings, and membership in local organizations are also

We used the following components to align sustainability
definitions to our survey questions. We chose not to frame
questions using sustainability language but instead asked
questions that were more general in nature. The highlighted
topics below were integrated in our questions. Given the
wide range of sectors and types of businesses, these were
deemed to be foundational in nature.

indicators of commitment to environment and governance.
However, the societal part is often where the greatest value
is created yet least likely to be measured or communicated.

Environment

Societal

Governance

Greenhouse gas emissions

Carbon intensity

Climate change strategy

Carbon footprint

Energy management

Resource depletion and replenishment
Air quality

Biodiversity

Waste management

Community relations
Customer satisfaction
Supply chain management
Human rights

Diversity, equity and inclusiveness
Health and safety

Labor standards

Product quality and safety
Data security and privacy
Financial security
Employee engagement

Business ethics

Compliance

Board diversity

Lobbying activities

Political contributions
Transparency in business practices
Shareholder relations

Accounting and tax practices
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Seven critical learnings on
women-led entrepreneurship

1 While access to capital for women in fundraising
is still lacking, sustainability activities can help.

Funding and raising capital continues to be a major issue for
many WBEs. Many banks and other lending organizations
continue to limit credit lines and operating loans due to what
could be seen as a narrow set of performance metrics. For
many who are trying to meet operational costs or are in
early stages of the business, there seems to be no recourse

other than a personal credit line (61% use a personal
credit card to fund the business). Nearly 90% of women
entrepreneurs do not have a business credit card, and only
19% of those had small business loans.® That said, women
founders are more likely to receive funding when their
narratives include social impact components.®

What's the key business takeaway? Women-owned businesses can consider highlighting their social
impact and sustainability activities within their business narratives to improve their opportunities of

receiving funding from lending institutions.

2 Integrating profits and purpose matters to women.

Among the entrepreneurs and founders we interviewed, all
showed a distinct focus on connecting profits and purpose.
Most indicated that their lived experience directly influenced
the decisions they've made regarding their business. This is
not a new finding. Other research indicates that women start
businesses to address gaps they see in daily lives, layering
in nuance and depth as to how the business operates. Still,
too often, the idea that women focus businesses on gaps is
relegated to assumptions about the type of products and
services they deliver (i.e., personal care services, health

and welfare services, educational assistance). But that's not
necessarily the case. Through interviews and survey results,
we found that women-owned businesses often address gaps

not through specific products, but rather, specific hiring.
For example, one entrepreneur surveyed said that her
Texas-based sales consultancy company specifically hires
mothers with children who have experience in sales support
and empowers them with flexibility and autonomy to

get projects completed. Another entrepreneur in Maryland
said that her roofing company focuses on hiring women
and people of color to build long-term workforce stability. In
Wisconsin, the entrepreneur behind a public relations and
media company explained the internship program

she's started with Historically Black Colleges and
Universities (HBCUs) and local high schools. The goal?
Ensure diverse hiring.

What's the key business takeaway? Women-owned businesses build their purpose into their businesses
from day one. They deliberately create change through intentional product design, HR strategies and
community outreach, all designed to shape the future they desire. They can build on this existing
momentum and tell this story clearly to set their organizations apart in the marketplace.
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3  Business leaders define sustainability differently.

In many ways, sustainability definitions are still taking shape
in the market itself. But through our research, we saw a
significant disconnect between the way women business
owners and founders understand sustainability and what is
actually included in the industry-facing definitions we used
as part of our framework. Nearly all survey respondents
shared actions and efforts they're undertaking to support

communities — which is a critical aspect of sustainability
itself. And yet, just over two-thirds (68%) of survey
respondents explicitly said they had some formal plan to
impact their environment or community. It seems many of
the entrepreneurs we spoke to may not have a clear enough
understanding to correlate their concerted efforts across
this space back to sustainability itself.

What's the key business takeaway? Women business owners can strengthen their brand, business
reputation and business stature by amplifying their sustainability initiatives.

4  Women value and prioritize diversity.

Across our research, we saw a vested interest in fostering
diversity. Some 89% of the entrepreneurs we surveyed
have committed to hiring diverse individuals. Another
86% say they're purchasing from diverse suppliers; the
majority are focused on buying from other women and

women-owned businesses. Women-owned businesses
frequently source from diverse suppliers and are key to
economically accelerating other businesses owned by
people from historically marginalized backgrounds.

What's the key business takeaway? Women-owned businesses can underscore their commitment to diversity
by showcasing key partnerships, diverse suppliers who reflect the market, and an inclusive workforce.
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5 Virtual services enable wider reach and fuel
environmental benefits.

The women-owned businesses we polled don't necessarily
work in close geographic proximity to suppliers and
customers. By the numbers, only 13% of enterprises said

at least half of their suppliers are within a five-mile radius

of the business. Just 12% cited that 50% or more of their
customers are that close. Still, the increased ability to
deliver services virtually is enabling these businesses to
widely share economic gains while addressing environmental

concerns. What's more, they're focused on making a positive
impact on the environment. The majority of our survey
respondents have formal plans outlining community and
environmental components of their operational impacts.

It was more common to see the community and
environment interconnected in a holistic plan; fewer
businesses had stand-alone plans exclusively focused

on environmental efforts.

What's the key business takeaway? Women-owned businesses can expand on virtual, hybrid and
remote capabilities to cast a broader net in the marketplace and tap into new potential customer
groups, given that they are no longer limited by geographic boundaries.

6 Giving back plays a starring role at
women-owned businesses.

Making an impact can take all sorts of shapes and forms.
Among women-owned businesses we surveyed, this aligns

to the US national average of small business charitable
donations, pegged at about 6% of pretax revenue

(although our survey also included volunteer hours). Those
contributions go a long way to making a sustainability impact
that the market is looking for — including top talent. In

fact, the benefit of volunteering for enterprise is becoming
more accepted and is now a key element in millennials’
choice of employer. This is good news for women-owned
businesses, who overwhelmingly told us their primary means

of giving back is through volunteerism. This is consistent
with the trends in the US that suggest women are more
likely to volunteer than men.° The value of an hour of a
business owner's time is significantly higher. The average
for our respondents is 12 hours a month (approximately
$400 value). It is important to note that many reported
that mentoring other women and other entrepreneurs was
important to them as well. This could be a major factor in
attracting and retaining talent, all while making a positive
sustainability impact.

What's the key business takeaway? Women-owned businesses need to share broadly about how they
give back to communities and society at large through their business and volunteering efforts
to capitalize on the market's desire to work with and invest in purpose-driven organizations.
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7 Women entrepreneurs feel responsible for
community-building.

While it was critical to understand what the businesses offer pro bono work (+8%); mentor other entrepreneurs
provide, we also examined the level of commitment by the (+16%); mentor other women (+16%); network with
owners themselves. Seventy-four percent of respondents community leaders (24%); speak at local schools,
stated they feel an increased level of responsibility to community events about topics important to me (10%);

their community because they own a business. Those who serve on community boards (+10%); help raise money
indicated they felt an increased level of responsibility to their ~ for organizations | care about (+10%); and participate in
community, demonstrate their commitment with personal entrepreneurial communities or organizations (+20%).
action. The individuals who indicated "yes" to this item were

more likely to volunteer their time (+16%);

What's the key business takeaway? Women-owned businesses can leverage their existing and future
community relationships to differentiate their organizations as purpose driven, and capture market share
from stakeholders that prioritize relationships with corporately responsible businesses.
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Doubling down on sustainability
principles to spark meaningful progress

Celebrating and amplifying the impact an organization has
on its community is just one of many factors that business
stakeholders are prioritizing today. While the idea of
sustainability impact isn't necessarily new — the rigor with
which the market now applies against sustainability impacts
is certainly formalizing.

As regulatory standards around sustainability continue to
solidify around the world, there is an opportunity for women-
owned and founded businesses to embrace this priority as

a critical differentiator. Our research paints a clear picture:
whether women entrepreneurs realize it or not, much of
what they're already doing is grounded in sustainability. The
numbers and anecdotal evidence we've collected show that,
in many ways, women are organically founding purpose-led
businesses built around the kinds of practices and principles
that stakeholders now consider as part of decision-making

In the survey, we asked what WBEs and WOSBs are doing
to impact their community. Out of all the responses, we
identified some key themes in their answers. We also asked
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why these owners and founders felt these actions were
important; essentially what were their reasons that they
wanted to make an impact in their community?

It is critical to note the importance of the reasons behind
decisions to invest in or impact the community at large.
All of our respondents indicated that they believe these
strategies and actions are essential to the financial and
operational health of their business:

» Strategically hiring diverse resources maintains a
skilled workforce as the community’'s demographics
change over time.

» Aligning with local organizations for recycling and
reducing food waste emphasizes the services provided to
restaurants and food distributors to change packaging.

» Investing in professional development of employees by
creating programs that support nontraditional pathways
for individuals to demonstrate aptitude and skills over time.

Put that in the broader context of how the market perceives
small businesses, and the opportunity for women-

owned enterprises only grows. In the US, four out of five
individuals say that small businesses positively impact
people’s lives, but only two out of five feel the same about
large corporations. Furthermore, 89% of Americans believe
businesses have power to make a positive impact on
people’s lives, but only 57% say companies are effective at
making an impact. The four top actions Americans believe
are important for companies to take are:

1. Use sustainable manufacturing.
2. Promote increased access to education and training.
3. Invest time and money into local communities.

4. Operate in a way that is sustainable for the environment.
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This suggests there is a significant opportunity to communicate better and more effectively about the actions taken, the
impact made and why this is critical to the success of the company and its community.!* While adoption of sustainability
reporting can be overwhelming, our research made it even more clear that women need to position their businesses to
include the sustainability value they provide. The only question is: how?

» Start deliberately highlighting sustainability impact in all
its forms. Whether talking about job creation, health and
wellbeing, safety and trust, labor practices, or diversity
and inclusion, articulating the value that women-owned
businesses create is essential. This doesn't have to take
on the tone or scope that a larger enterprise might be
adopting. An annual snapshot or highlights summary
can be an effective way to start regularly communicating
sustainability impacts to the marketplace. Outline a
starting point that is sustainable, and then build that
reporting up over time.

» Deepen community relationships to amplify
sustainability outcomes. Small- and medium-sized
enterprises tend to be agile, enabling them to have unique
opportunities to develop strong community engagement
efforts. Jump on opportunities to work closely with
communities so management teams can interact regularly
and move quickly as opportunities to make positive change
arise. Entrepreneurs we interviewed are already actively
doing this in a variety of interesting ways. For example,
one company ensures annual wages exceed livable wage
comparisons by 16%, and another creates unemployment
opportunities for underserved communities. From planting
trees to mitigate carbon emissions making commitments
to hiring talent that identifies as Black, Indigenous or
people of color and sourcing diverse suppliers: there
are so many ways to expand on these efforts through
intentional relationships with stakeholder groups.

» Integrate sustainability efforts across the entire
business. Although our research shows women-owned
and founded businesses are addressing sustainability,
these efforts are not integrated across business functions.
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By the numbers, the longer a business has been operating,
and the higher the revenue and employees numbers, the
more likely it is to have a formal plan for sustainability
integration. Adopting a relatively consistent corporate
responsibility plan is a good foundation that many of these
businesses can use to expand their efforts, and bring more
rigor to their reporting, for the organization as a whole.
This is a positive in the eyes of stakeholders.

Establish a standard approach to sustainability
measurement. Before businesses can amplify
sustainability efforts, leadership must first understand
where they stand on that journey today. This requires
metrics. Fewer requirements or standards for
sustainability reporting exist in the US compared to other
parts of the world. Industry standards are also evolving

in real time. Overall, customers, employees and other
business stakeholders (including potential investors)

are expecting businesses to have a clear and cohesive
sustainability story that shows understanding of carbon
footprint and social impact, as well as goals that connect
out to actions — and numbers to track progress. That
reporting will look different from one industry and sector
to the next. Still, a mix of qualitative and quantitative
reporting can help amplify sustainability value through a
narrative that offers stakeholders line of sight into current
state and progress. For women-owned businesses in
particular, given the findings of our research, many would
benefit by a standard approach that identifies components
of community impact and maps out regular reporting
around these areas.
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Where do women-owned and founded
businesses go from here?

In many ways, women-owned and founded businesses communities these women-led businesses serve. Doing so
are already making significant strides and positive with an eye to reporting clearly and consistently can also
sustainability impacts. As the market continues to underfund  help these businesses carve out a competitive advantage
female entrepreneurs — and a business landscape where with decision-makers — including investors, employees, allies
stakeholders are increasingly interested in sustainability and more. That means that ramping up your sustainability
outcomes - that represents a meaningful opportunity for focus right now can help ensure sustainability of society and
these enterprises. the business itself, ensuring even more people get access to

the uniquely transformative products and solutions women

Formalizing existing sustainability efforts can catalyze )
entrepreneurs create every single day.

additional positive outcomes for the customers, clients and
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Appendix A

Where to start

The following table provides framing questions for WBEs and WOSBs to consider in developing a holistic approach to
measuring and thinking about their impact on the community.

Environment

Types of measures

Considerations

Greenhouse gas emissions
Carbon intensity

Climate change strategy
Carbon footprint

Energy management

Resource depletion and
replenishment

Air quality
Biodiversity
Waste management

Levels of carbon dioxide, carbon monoxide,
nitrous dioxide, methane

Sulfur dioxide pollutants

Electricity usage and management
approaches

Fresh water supplies
Solid waste (plastics, metals, etc.)
Hazardous waste

Other types of excess or inefficiently used
resources

Types of natural resources used
Policies to manage environmental impact

Do you have a recycling program for office
waste?

Do you make sustainable packaging
choices?

Do you choose low-emission delivery or
transportation services?

Do you seek and/or occupy office locations
or facilities that are energy-efficient and
use renewable energy sources?

Where are your raw materials and products
sourced?

Are your customers willing to pay more for
environmentally conscious products?

Social/societal

Types of measures

Considerations

Community relations
Customer satisfaction
Supply chain management
Human rights

Diversity, equity and inclusion
Health and safety

Labor standards

Product quality and safety
Data security and privacy
Financial security
Employee engagement

Average wages in relation to local levels

Workforce diversity percentages compared
to societal demographics

Equal pay gaps, ratio of what men to
women earn for the same work

Employee engagement
Turnover rates

Amount invested in training
Severance payments
Safety incidents recorded
Health/safety policies

Human rights violations (modern slavery,
civil rights, etc.)

Funding for scientific research

Raising funds for charitable organizations
Community volunteering

Investment in infrastructure

Investments in new products and services

What is your employee turnover rate?
How diverse is your workforce and
management?

What are the safety risks and working
conditions of your employees and supply
chain?

How many safety concerns or incidents
have you had?

Do you measure or evaluate how your
company is perceived by the community?
What are your customer satisfaction
ratings?

Do your customers care about social
issues?

How are you protecting your information
and that of your customers and
employees?
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Governance

Types of measures

Considerations

Business ethics
Compliance

Board diversity
Lobbying activities
Political contributions

Transparency in business
practices

Shareholder relations

Accounting and tax practices

Executive compensation in comparison to
employee compensation

Executive diversity in terms of
demographic and experiential
characteristics

Policies against corruption
Amount of tax paid

Taxes paid in relation to revenue

What is your company’s mission?

Does your strategy consider environmental
and social aspects?

Are you communicating sustainability goals
and impacts to investors?

Do you use an external auditor to validate
your financial statements?

What mechanisms or processes do you
have to engage with stakeholders?

Does your company have a code of conduct
that includes consequences for violation?
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Appendix B

Survey responses and data*

*Respondents could choose more than one response

Personal activities outside of company for the environment and community

58% 56% 45% 45%

Volunteer my time Offer pro-bono work for Mentor other Mentor other women
(service projects in events or organizations entrepreneurs
the community)

A42% 39% 35%

Network with Speak at local schools, Serve on
community leaders communitycenters community boards
about topics important
to me

34% 29% 22%

Help raise money for Participate in Other
organizations | care entrepreneurial
about communities or

organizations
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Personal activities outside of company for the environment and community by age

Volunteer my time

(service projects in the community) 59%
58% |
56%
75%
Offer pro-bono work for 56%
events or organizations 53%

57%)

45%

Mentor other entrepreneurs

45% |

45%

Mentor other women
47%
44%)

42%

Network with community leaders

43%
39%
Speak at local schools, community gg:;:
centers about topics important to me 42%
38% |
35%
50%
Serve on community boards 29%
38%
35%|
34%
Help raise money for 5% S
organizations | care about 42%

32% |

Participate in entrepreneurial G

communities or organizations 34%
27% |

Other
44%

| 15%]

15%

Overall Il Below 29 M Between 30 and 39 Between 40 and 49 []50 +
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Appendix C
Methodology

Background research into the different philanthropic
approaches between men and women; different organization
types between men- and women-owned businesses, lifecycle
comparisons over the length of time a business has been
operating; and other contextual elements were reviewed,
examined, and considered as the survey instrument itself
came together. Discussions with subject-matter experts

and resources on sustainability, women entrepreneurs and
business owners, data analytics experts, venture capitalists
and debt financing professionals and policymakers were
held to identify gaps in existing data sets that would be
critical to support our framing question: How do women
entrepreneurs impact their community?

The team jointly conducted a survey of women-owned
small businesses and women business enterprises in the
United States. The survey was in the field from

January 9, 2023 to March 30, 2023, and included
general questions sets about the enterprises and
businesses to gain understanding of sector, revenue,
headcount, location and length of tenure or years

in operation. The survey also included questions on

what specific actions these enterprises take regarding
sustainability, where these activities were focused, the
underlying business strategies for such actions and the value
associated with these efforts. Over 1,600 responses were
received, and ultimately approximately 1,100 responses
were sufficiently completed to be analyzed. Attrition was
due to incomplete answers to the survey.

According to the research, the median profile of our survey respondent organizations is:

» $1.5 million in annual revenue or larger
» Five employees (including the owner/founder)
» Owned by individuals 50 years of age and up

» Been in business 10 years or more

‘ v
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