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1. What are the three study’s three main findings? 

Cognitive diversity can create clear competitive advantages for investment firms. 
These are even greater in asset management than in many other sectors because  
a) investment decisions rely on processing large and complex information sets, 
b) there are multiple valid ways of interpreting this information and assessing risk and  
c) different perspectives can help investors identify factors not priced in by the market. 

Cognitive diversity comes with challenges.  

Different ways of thinking can lead to miscommunication, misunderstandings or friction if not 
managed well. Firms cannot just ‘add diversity, then stir’.  

Decision-making can be slower if it involves integrating multiple, possibly conflicting 
perspectives.  

Sophisticated leadership is essential to harness the benefits and minimise costs from 
cognitive diversity.  

This includes the ability to create psychological safety and reward for dissent. Done well, this 
can lead to more robust, better decision-making and client outcomes.  

2. What is cognitive diversity? 

Broadly defined as the range of expertise, experience, information, perspectives, 
preferences, and ways of thinking, within a team. This can stem from a number of sources 
including educational background, life experiences, cognitive style, values, demographics, 
and professional background. 

2. What is ‘cognitive style’? 

Cognitive style traits include optimism / pessimism, risk aversion / risk tolerance, introversion 
/ extroversion, long-term / short-term focus, quantitative / qualitative approach, contrarian / 
consensus thinker, detail-oriented / big-picture thinker. 

3. What is demographic (or identity) diversity? 

Demographic diversity includes characteristics such as age, gender, ethnicity, nationality, 
religion, sexual orientation, neurodiversity and varying abilities. 

4. What does the report mean for demographic diversity? 

Demographic diversity is different from cognitive diversity, but the report highlights that it can 
be a source of cognitive diversity, for example people of different ages may have different 
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approaches to risk, as their life experiences may be quite distinct. Men and women may also 
have different life experiences that can influence their ways of thinking. The report 
emphasises that demographic diversity in and of itself is not enough to drive better decision-
making – but that does not make it irrelevant. An analogy might be the importance of a good 
night’s sleep for a marathon runner before a race. A good night’s sleep is not enough to 
achieve a strong performance but can certainly help. 

5. How can you measure cognitive diversity in a team? 

Cognitive diversity can be measured through observable backgrounds (educational, 
professional, demographics), cognitive style, values and preferences (these could be work-
related or ethical/ political beliefs), and life background (type of education, personal 
experiences). Methods include background analysis, self-assessment or peer assessment, 
personality tests, team composition audits, behavioural observations, and performance 
correlation (e.g. risk-averse team members perform similarly in certain situations). 

There are also several recognised ways to assess cognitive style. The report sets out which 
are most relevant to asset management. 
  
6. What are the key implications for firms? 

An important conclusion for firms is that effective leadership is needed to harness the 
benefits of cognitive diversity. Yet in the investment industry, managers are often promoted 
to their positions because they are good at their ‘day job’ rather than because they are 
particularly good at managing people. The report suggests there is a need to develop more 
sophisticated management and leadership skills – and offers many ideas around how this 
can be achieved. 

It also challenges firms to be more conscious about their decision-making processes. Active 
investors are often very focused on analysing how other companies make decisions but less 
focused on how they make decisions themselves. This is an opportunity for firms to improve. 

The report also suggests a new way forward for diversity and inclusion efforts, which have 
become polarised and politicised, including within companies. By focusing on quality of 
decision-making and outcomes for clients, the study helpfully resets and moves the agenda 
on. It does not mean that efforts focused on creating opportunities for under-represented 
groups become irrelevant; quite the opposite in fact, with the call to action being to ensure 
that once recruited, under-represented talent is actively managed to thrive and contribute. 

 The Diversity Project will be working with our member firms to help them in all three areas. 

7. What do the results mean for how firms hire? 

The report highlights that skill set diversity is particularly relevant for asset management 
teams. Greater consideration needs to be given to the composition of an existing team, what 
skills and traits are missing, the way the team is led and the tasks it undertakes. 

8. How should we think about retention? 

The study reinforces the importance of creating a strong and inclusive culture to foster high 
performing teams. Firms cannot “add diversity and stir” to create superior decision-making. 

The report flags that lack of inclusion can lead to the formation of ‘in-groups’ and ‘out-groups’ 
which can contribute to decreased cooperation, higher levels of conflict and increased 
turnover. It is not enough to recruit cognitively diverse individuals; a firm’s culture needs to 
enable them to contribute and make their voices heard.  The report emphasises the 
importance of psychological safety to harness the benefits of cognitive diversity. 
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9. Should firms still have diversity targets? 

The Diversity Project believes that targets are helpful for firms to measure and manage their 
progress towards a more diverse workforce, which will better represent society, our client 
base and future-proof the industry. The report shows, however, that any adoption of targets 
needs to be done in the context of attracting the best talent (whatever that talent ‘looks like’) 
and then managing that talent well so that it can contribute and thrive. Just changing the 
demographic mix of employees as an end in itself, with no consideration as to how new 
joiners are effectively included in a team or decision-making processes is a sub-optimal 
approach.  

10. Cognitive diversity can be difficult to manage – is it worth it? 

Yes. The investment industry is highly competitive and harnessing the benefits of cognitive 
diversity creates a sustainable competitive advantage. In fact, the report highlights that 
because it is difficult to attain, the prize is even greater for those firms that are able to use it 
to create better decision-making. 

The report suggests that while cognitive diversity may be helpful for other sectors, the 
benefits may be even greater in investment management because (i) the information sets 
are vast (ii) different perspectives are valuable when assessing investment 
opportunities/risks and (iii) it pays to be a contrarian, so outlier views are valuable. 
  
11. Many of the studies analysed find no significant correlation between cognitive 
diversity and performance, why does this report suggest it is valuable in investment 
management? 

Professor Edmans found no specific previous studies on cognitive diversity and asset 
management. Some of the more general prior studies show positive effects while others 
show negative ones, and many are context dependent. This is not because cognitive 
diversity is irrelevant, but rather because management and culture can influence its value. In 
effect, rather than focusing on ‘does it work’, this new research shows ‘when and how it does 
work’. 

12. How does artificial intelligence change the value of cognitive diversity? 

The increasing use of AI suggests even greater potential value from cognitive diversity for 
investment managers, who are on the lookout for ideas and judgements that are not already 
‘in the price’. With factual information being readily available using AI, differences in 
perspectives around how to interpret that information are increasingly valuable.  In short, the 
human judgement aspect of decision-making in investment management is more important, 
not less. 

13. Is working from home incompatible with the ‘nimble decision-making’ that 
Professor Edmans highlights as important for harnessing the benefits of cognitive 
diversity? 

No. The report highlights that sophisticated team leadership is key to optimising cognitive 
diversity while also pointing out that not all tasks are best done by a team. This suggests that 
the industry needs to continue to evolve hybrid working practices so that tasks are done in 
the best environment, with certain tasks suiting working from home and others being best 
carried out by a co-located team. Hybrid working practices are obviously still relatively new, 
and the Diversity Project looks forward to helping firms develop these further. 
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14. What does the report mean for the ‘DEI agenda’? 

The report reframes the current fractious ‘debate’ by returning to the fundamental idea that 
diversity and inclusion improve decision-making and reduce the risk of groupthink. The 
conclusions are both intuitive (firms can’t ’add diversity then stir’ and expect better results) 
and powerful (in a highly competitive world, the benefits of cognitive diversity can yield a 
strong competitive advantage). 

We hope that this report will catalyse a healthier worldwide focus on improving decision-
making. As the study shows, the best decision-making depends in turn on businesses being 
able to recruit and develop the best talent from the widest range of backgrounds with 
different ways of thinking, who are managed well and encouraged to contribute their ideas to 
achieve the best client outcomes. 

 

If you have further questions, please do get in touch via: 
info@diversityproject.com. 
 
 


