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Executive summary 

The purpose of this thesis was to investigate the relationship between PE funds` portfolio 

companies and CSR. The main focus is to see how the ownership of PE funds affects the CSR 

taken by the portfolio companies. The research question to be examined in this thesis is “How 

does PE companies’ business model affect CSR in the portfolio companies?” in the light of 

whether the PE business model is compatible with CSR. 

The research method used in this thesis is the case study approach, and it is based on a 

multiple case design consisting of three different case study companies which are three 

business companies owned by three different PE funds. The main form of data collection was 

through qualitative interviews with the different case companies and each of their respective 

PE owners. Other additional data is collected from secondary sources of public information.  

The results of the study indicate that the PE funds believe that CSR is necessary and 

important, and that several CSR measures have been undertaken in each of the portfolio 

companies. The extent of the perceived importance of CSR varies among the different PE 

owners and their portfolio companies. Some funds believe in additional benefits leading to 

enhanced company value through strengthened relationships with the most important 

stakeholders, and some funds only believe that CSR contributes through the ability to exit the 

company at a profit. Further, the results revealed that the important factors affecting CSR in 

the portfolio companies are the business model of the PE owners and their ability to create 

value for their investors and thereby also the ability to exit the portfolio company. The latter is 

in part reliant on Socially Responsible Investments (SRI). 

The principle conclusion was that the PE business model affects the CSR in the portfolio 

companies. Based on the information gathered from the case companies and their respective 

PE owner, it is concluded that the concern for CSR is purely dependent on their concern to 

increase the profitability of the company and to ensure the ability to profitably exit the case 

company, and thereby also to maximize shareholder value; which is to maximize the 

investors’ return on their made investments. 
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1.	Introduction	

1.1	Preface	
In recent years the public has been more focused on PE funds and their business model caused 

by the increasing size of the funds and the increasing share of the overall employment in 

society concerning their portfolio companies. As their portfolio companies are mainly private 

they have been escaping the scrutiny received by public companies, but now as the focus have 

been pointed towards these funds some necessary measures of CSR should be proven to have 

been undertaken or to be improved in the future.  

Private equity funds have been criticized by many market skeptics about the way they work, 

but these funds have also been appraised by many market believers. The market believers 

argue that the PE funds make the portfolio firms more efficient than they were before their 

ownership, and that they also build better and stronger companies through value creation and 

growth. Private equity firm Axcels` Christian Frigast states that: 

 “Our role is to develop companies and take them to a new level by making them stronger, 

more viable and so more valuable. This demands commitment, and it is through day-to-day 

collaboration with companies` management, employees, former owners and founders that we 

help to generate new energy and growth. It is a privilege to be part of this process and see 

ambitious plans being realized step by step. That is what we call active ownership, and that is 

our raison d’être” (DVCA, 2008, p. 47). 

However, many skeptics argue that PE funds seek to move swiftly to acquire the controlling 

interest in a company to take measures like severe cost-cutting and asset stripping in order to 

make short term value gains for their investors and themselves. Generally, PE funds have 

plenty of examples where things have gone totally wrong, but also many success stories 

where they have rebuilt and grown inefficient and troublesome companies. The different critic 

and appraisals from the public affect whether or not the PE funds will be seen as socially 

responsible, as CSR is aligned with long-term value creation and this strategy is compatible 

with fostering CSR practices within the portfolio companies.       

The motivation behind this thesis is to examine the relationship between PE funds` portfolio 

companies and CSR. Not much research has been done in this area so the investigator feels it 

is important to examine this further because of the increasing importance surrounding this 
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issue. The problem statement to be answered in this thesis will be discussed in the next 

section. 

1.2.	Problem	statement	
In this thesis, private equity is limited to leveraged buyouts, excluding venture capital 

companies and others of this sort. It has been under discussion whether the business model of 

private equity funds is compatible with CSR, and therefore the investigator wants to examine 

the relationship between PE and CSR. In course of this, the main purpose of this thesis is to 

investigate the following problem statement: 

“How does PE companies’ business model affect CSR in the portfolio companies?” 

In order to answer the main problem statement above in the most nuanced way, the 

investigator will discuss and analyze two different sub-questions. The purpose of the first 

question is to clarify which CSR measures are actually taken in the portfolio companies and 

why: 

What is the role of CSR in the PE funds` portfolio companies? 

The purpose of the second sub-question is to investigate what actually affects the choice of 

CSR in each portfolio company and discuss the different aspects of the PE model that might 

affect the CSR undertaken in the portfolio companies: 

Which factors affect the CSR in the portfolio companies? 

In the next section it will be explained how the problem statement and the two sub-questions 

will be answered, and how the thesis will be outlined.  

1.3.	Structure	
The main focus of this thesis is to examine the role of CSR in PE fund’s portfolio companies. 

The investigator will apply theory from both CSR and from PE, and analyze the relationship 

between the two. The cause and effect of this relationship is mainly believed to be influenced 

by shareholder-stakeholder theory because the role of CSR is highly influenced by the 

superior objective of the company. The superior objective being the main goal of the company 

that is to maximize shareholder value when it comes to PE companies, and in many cases 

when we are dealing with public companies also. In addition, it is believed that the increasing 

share of socially responsible investors also will influence this relationship.  
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In the second part of the thesis, the conceptual framework will be developed and discussed in 

order to highlight the above mentioned focus. The conceptual framework builds on two main 

theories: the different CSR approaches and shareholder-stakeholder theory. Shareholder and 

stakeholder theory will provide the basis for which CSR approach is most likely to be applied 

in the PE funds. As it is argued that PE funds focus on maximizing shareholder value and this 

is consistent with the shareholder value theory as preferred CSR approach. But also other 

factors will be discussed that might influence the CSR taken by the PE funds, mainly being 

pressure from outside and stakeholders and the increasing share of socially responsible 

investors. 

In the third part, the methodology for the multiple case study will be presented and the 

choices will be explained and discussed. This part will be divided into thesis approach and 

research design, and in the end there will be a discussion on research quality and possible 

limitations for this thesis. 

The fourth part will consist of the findings from the three different case study companies. The 

case companies will each be analyzed based on the interviews and on the secondary data 

collected and the conceptual framework from part two. The investigator will also give a cross-

case analysis of all the cases in the last section, which will consist of looking at the 

differences and similarities between the different companies.  

In part five the results from the analysis will be discussed and a conclusion will be reached.  

2.	Private	Equity	
In order to investigate the research question we must establish an understanding of what PE is 

and what the business model consists of, since this is a very important part of this thesis. In 

the next couple of sections this will be presented and explained.  

2.1.	Introduction	
The term “private equity” means a certain type of investment where a PE fund with capital is 

committed by a number of investors invests directly in portfolio companies (DVCA, 2008). 

Private equity is privately organized pools of capital (i.e. alternative investment vehicles) that 

pursue investment strategies that explicitly aim at increasing the value of their pooled capital 

through active engagement with companies (public, private, start-up companies). Consistent 

with modern finance theory, these organizations are not managed to maximize earnings per 

share but to maximize value, with a strong emphasis on cash flow (Jensen, 1989). 
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A PE fund will typically make several separate investments in different companies (DVCA, 

2008), each one not exceeding ten percent. There are several different types of funds, the most 

popular being buyout funds and venture capital funds. In this assignment the focus is on 

buyout funds, so we will discuss only this kind of funds in the continuation. Buyout deals are 

deals where there is a controlling stake of over 50 percent of the existing business changes 

ownership and a new independent legal entity is created (Wright, 2007). The most typical 

types of buyouts are Leverage buyout (LBO), investors` led buyout (IBO), management 

buyout (MBO) and private-to-private; public-to-private. All of them are either conducted by a 

PE firm, or led or supported by one.  

2.2	The	Business	Model	of	PE	

 

Figure: The structure of a private equity fund 

Source: DVCA, 2008 

 

Private equity buyouts as private partnerships between investors (limited partners), private 

equity firms (general partners), and the companies they purchase (portfolio companies) is one 

of the most usual ways of conducting deals (Kaplan & Stromberg, 2009). The portfolio 

companies are formed and managed by the PE firm. These are the general partners (GPs) 

which handles the investments and the day-to-day operation activities. Their main goal is to 
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obtain the required return expected from the limited partners (LP), which is to maximize the 

market value of the portfolio companies. The LPs entrust their funds to the GPs, and are 

nothing more than limited liability investors (i.e. they cannot lose more than their initial 

investment in the fund) which have no say in how the companies are run after the investment 

is made. The investment in a PE fund is normally a long-term investment with a lifespan of 

approximately 3-7 years (DVCA, 2008), and as the funds are illiquid the investors cannot 

cash out before the investment lifespan is over. 

The main stages or “life cycle” of a PE fund are:  

1. Organization/fund-raising  

2. Investment  

3. Management 

The PE model is built around highly leveraged financial structures, pay-for-performance 

compensation systems, substantial equity ownership by managers and directors, and contracts 

with owners and creditors that limit their actions and the waste of free cash flow (Jensen, 

1989). 

4. Harvest (Exit) 

2.3.	Investors	
The investors in a Private equity fund are the limited partners. They mainly invest money in 

the funds and expect the general partners (management company) to generate a required 

return to them. These investors are mainly professional investors like pension funds, funds of 

funds, banks, insurers and wealthy private individuals/families/foundations. They choose 

funds in which they wish to invest on the basis of their investment strategy and an assessment 

of the management company`s/partners` past performance (DVCA, 2008). 

2.4.	The	Management	Company	
It is the management company that - upon agreement - advices on the investment and 

management of the funds` assets. The people employed in the company invests personally 

(through carried interest) in the fund, as this is normally a requirement to ensure that they 

have the right financial incentives and acts on the behalf of the shareholders. It is the 

management company that is responsible for the value creation of the investment process, so 

the results highly depend on the expertise of people involved in this company. After the 

investment is made the management company will be very closely involved in the general 
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management of the company through the lifespan of the investment period, which is called 

active ownership (DVCA, 2008).      

2.5.	Exit	
When the funds` life comes to an end, the harvest period begins. The GPs look for profitable 

exit options, and choose the one that generates the most return. The investors get their return 

when each individual investment (portfolio company) is sold or listed. Thus the main form of 

value creation is the development/restructuring of portfolio companies under the fund’s 

ownership with the aim to increase market value (i.e. what the buyers are willing to pay) at a 

later time (DVCA, 2008). PE firms are under a lot of pressure to produce high returns, as 

there are many funds and the investors have low tolerance for poor returns. Their success in a 

specific firm also highly affects their ability to generate fund-raising in the future, as it 

depends a on past performance. 

The different forms of exit are IPO, trade sale, strategic deal/PE sale and write-offs. Trade 

sales have generally been the most common form of exit except in recession periods. IPOs 

were very popular in the 1980s, but have been less attractive since then due to the capital 

markets, and secondary buyouts have become more important ever since the 90`s (Wright, 

2007).  

2.6.	Value	Creation	in	PE	Funds	
Private equity firms apply three sets of changes to the firms in which they invest, that we 

categorize as financial engineering, governance engineering, and operational engineering 

(Kaplan & Stromberg, 2009). Following under these sets; the sources of value creation that 

are often discussed as contributing to increasing value of private equity funds (Vinten & 

Thomsen, 2008): 

 Undervaluation 

  Financial gearing 

  Management replacement 

 Expropriation of stakeholders 

 Restructuring, sell-offs and lay-offs 

 Corporate governance: incentives and board composition  

 Strategy change 
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 Execution  

 Access to capital 

 Time pressure 

Financial and governance engineering were common by the late 1980s, but today most PE 

firms are reliant on operational engineering to reach their investment return requirements, 

which depends on the expertise of the general partners (Kaplan & Stromberg, 2009). 

2.7.	PE	Incentives	
The general partners are incentivized by a management fee which is normally 1-2 % of the 

capital invested, and by the share of the profits of the fund, known as carried interest. This 

carried interest is usually around 20 percent of capital gains (Froud & Williams, 2007), which 

is not paid until all limited partners’ capital has been returned and after a hurdle rate of return 

has been achieved. 

Top executive incentives are much stronger at PE-owned companies than at comparable 

public firms (Leslie & Oyer, 2008), and these incentives are a major value driver.  The 

incentives mentioned above are mainly in the form of investment by the managers in the fund, 

which transforms managers as agents into managers as owners.  

Having explained the concept of PE, we will further explain and describe another important 

topic, namely Corporate Social Responsibility (CSR). Besides PE, CSR is an important topic 

when investigating the research question. 

3.	Corporate	Social	Responsibility	(CSR)	

3.1.	Introduction	
Corporations have a huge impact on people’s lives, and their increasing power pushes 

activists to try different ways to get businesses to be more accountable for their actions. The 

people living in the society the businesses operate in are getting more conscience of the social 

responsibility corporations have. The threat of market value collapsing because of unexpected 

government regulations in order to ensure socially responsible behavior of the firms is rising. 

Because of the above mentioned reasons, many corporations are trying to pursue CSR 

practices. Companies CSR efforts are measured on the Dow Jones sustainability index, 

companies are selected for the indexes based on a comprehensive assessment of long-term 

economic, environmental and social criteria that account for general as well as industry-
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specific sustainability trends. These rankings of companies attract considerable publicity, 

which will impact society’s choice of business (Kramer & Porter, 2006).     

3.2.	Definition	of	CSR	
On a wide range of issues corporations are encouraged to behave socially responsibly 

(Welford and Frost, 2006; Engle, 2006; in Dahlsrud, 2006). However, in both the corporate 

and the academic world there is uncertainty as to how CSR should be defined. There have 

been many attempts to establish a better understanding of CSR and to develop a more robust 

definition (Dahlsrud, 2006), but at this current time people talk about CSR differently. This 

thesis will not be based on one determined definition, but on the people involved perceptions 

of CSR. I will present some of the definitions to get a view on what CSR is, and this will be 

used as a basis for further research and analysis in this paper.   

 

CSR has existed for many decades and the first formal definition of CSR was given by Bowen 

(1953), he states that “It refers to the obligations of businessmen to pursue those policies, to 

make those decisions, or to follow those lines of action which are desirable in terms of the 

objectives and values of our society”. This statement proceeded from the belief that the  

businesses major degree of power and decision making touched the lives of citizens at many 

different points (Carroll, 1999). One of the most popular CSR definitions through time is 

Carroll`s (1979): “The social responsibility of business encompasses the economic, legal, 

ethical, and discretionary expectations that society has of organizations at a given point in 

time” (Carroll, 1979, p. 500). Society expects businesses to make a profit, obey by the law, to 

have a certain kind of behavior and follow ethical norms, and the desire to engage in social 

roles at a voluntary level. In the 1980s several different themes of CSR started to emerge, 

these included corporate social performance, stakeholder theory and business ethics theory. 

Crane et Al (2008) has tried to sum up six core characteristics of CSR based on former 

definitions. This suggested multifaceted concept entails: 1) voluntary, 2) internalizing or 

managing externalities, 3) multiple stakeholder orientation, 4) alignment of social and 

economic responsibilities, 5) practice and values, and 6) beyond philanthropy (Crane et Al, 

2008). This shows that although the existing definitions apply different wording, they 

normally agree on what is of basic importance.  

 

Today the European Commission defines CSR as; “A concept whereby companies integrate 

social and environmental concerns in their business operations and in their interaction with 
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their stakeholders on a voluntary basis”. This is a part of Europe`s strategy for 2012 for smart, 

sustainable and inclusive growth1. This leads us to the newest development within CSR 

theory, strategic CSR. This revolves around the concept that CSR cannot be separated from 

business strategy (Galbreath, 2006), that businesses contribute to society by integrating social 

and economic goals.  

3.3.	Business	Case	of	CSR	
There are many opposing views of the appropriate role of the firm in society. On the one side, 

we have the shareholder view where it is argued that the firm should only think about its 

shareholders by increasing profits and the long-term value of the firm (Friedman, 1970; 

Jensen, 2002; in Gyves & O`Higgins, 2008), which is maximizing shareholder value. They 

argue that the firms already contributes to society by being efficient and maximizing the firms 

total value. The only legitimate actor to address social concerns is the government, otherwise 

businesses will be wasting the funds of their shareholders (Gyves & O`Higgins, 2008). On the 

opposite side, we have the view of the firm as a social entity that is linked interdependently 

with its stakeholders, which are those affected by the organization in some way (Freeman, 

2008; Phillips, 2003; in Gyves & O`Higgins, 2008). An in-between approach is when CSR is 

only undertaken to demonstrate that its actions are desirable, proper and appropriate (Moir, 

2001; in Gyves & O`Higgins, 2008), and its actions are only to please society and comply 

with what is expected of them. CSR can also be seen as a “business case” by incorporating 

CSR into the core strategy of the firm, and make CSR “pay” off by creating benefits for the 

firm and society. These perceived benefits usually consist of: building trust to become a 

preferred trading partner, enhancing market demand from customers and investors, staff 

loyalty and productivity and operational and cost efficiency (Economist 2008a; in Gyves & 

O`Higgins, 2008). 

3.3.1.	Different	CSR	Frameworks	

First, we will represent the framework on what kind of CSR measures the business can take 

and how these different measures will range on the value scale.  

3.3.1.1. CSR as Corporate Philanthropy 

At the bottom of the scale we have Corporate Philanthropy, which are seen as being “generic 

social issues that may be significant to society, but that are neither affected by the company`s 

operations nor influence the company`s long-term competitiveness” (Porter & Kramer, 2006, 

                                                            
1 www.ec.europa.eu/enterprise/policies/sustainable-business/corporate-social-responsibility/index_en.htm 
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p. 7). What is to be categorized as generic social issues depends on the business unit and the 

industry in which the company operates, but it mainly consists of charitable donations 

disconnected from the company itself and offer little basis for balancing long-term objective 

against the short-term costs they incur (Porter & Kramer, 2006). The main reason for 

compliance to this type of CSR is to be seen as a “good corporate citizen”, and is usually 

based on the different constituencies2’ views as to where the money should be donated. 

Recently businesses have started to concentrate more on context-focused giving, which is 

improving their competitive context by their charitable efforts. This method can bring social 

and economic goals into alignment and improve a company`s long-term business prospects 

(Porter & Kramer, 2002).   

3.3.1.2. CSR as Risk Management 

Second, we have CSR as risk management, which is in the middle of the value scale. “Value 

chain social impacts are those that are significantly affected by the company`s activities in the 

ordinary course of business” (Porter & Kramer, 2006, p. 7). The first part consists of 

mitigating the harm arising from a firm`s value chain activities, which can even threat the 

firms existence. The most usual approach is using standardized sets of social and 

environmental risks, but this only responds to the changes in society and a more proactive 

approach to future changes would be more desirable. The second part goes beyond what of 

those mentioned above, and involves transforming value-chain activities to benefit society 

while reinforcing strategy. This strategic CSR creates opportunities for shared value, that 

means value for both society and the firm, and the closer the social issue is to the firm’s 

business area the greater the chances for successfully creating these benefits (Porter & 

Kramer, 2006).     

3.3.1.3. CSR as Value Creation 

Last, we have CSR as value creation, which is seen as the most valuable CSR measures 

possible. “These social dimensions of competitive context are factors in the external 

environment that significantly affect the underlying drivers of competitiveness in those places 

where the company operates” (Porter & Kramer, 2006, p. 7). This is a pure strategic approach 

that integrates social impact with the overall strategy of the firm. “The focus of activity is said 

to be strategic when it is central, specific and related to a firm`s mission or objectives, 

particularly in the long run” (Gyves and O`Higgins, 2008, p. 4). The firm’s management must 

                                                            
2 The company`s stakeholders 
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carefully choose which issues to address, since few issues makes a real difference in society 

or creates a competitive advantage to the firm, which again will create benefits (Porter & 

Kramer, 2006).  

 

In this thesis we will look at CSR in PE owned firms, the main focus is to see how the 

ownership of PE funds affects the CSR taken by the portfolio companies. It is interesting to 

see these two in interaction since the PE business model focuses on the ability to generate 

returns for the investors, and it is in many cases argued that CSR is the most inconsistent with 

this shareholder maximization objective. The overall purpose of this thesis is to investigate 

the relationship between PE funds` portfolio companies and CSR.  

 

4.	Methodology	
In this section the research approach and design is chosen and explained, both the theoretical 

and analytical justification for the way this thesis is conducted. In the essence of conducting 

this case study the investigator will show how and why the specific choices were made, and 

how this affects the quality of this thesis. The limitations and delimitations of the thesis are 

also discussed in the last sections.  

4.1.	Case	Study	Approach	
The research method used in this thesis is the case study, and it is based on the framework for 

“Case Study Research Design and Methods” presented by Robert K. Yin. The case study is an 

empirical inquiry that investigates a contemporary phenomenon in depth and within its real-

life context, and is especially useful when the boundaries between phenomenon and context 

are not clearly evident (Yin, 2009, p 18). The method gives the opportunity to maintain 

meaningful characteristics of the real-life event and to understand complex social phenomena. 

There are three conditions that should be fulfilled in order to take on the case study research 

method. The type of research question posed should be in the form of asking “how” or “why”, 

and the researcher should not be able to control the actual behavior of events, and also the 

focus should be on contemporary events (Yin, 2009). This thesis fulfills all the mentioned 

criteria, the research question at hand poses the question of “How does PE companies` 

business model affect CSR in the portfolio companies?” and the investigator has no control 

over CSR in the various cases, and the CSR issue is highly important in today’s society.  
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4.1.1.	Research	Design	

Theory development is an essential part of this thesis since its purpose is to test the theory 

given by the framework on shareholder value maximization and stakeholder theory, and state 

the conditions under which a particular phenomenon is likely to be found and when it is not 

likely to be found. The theory used argues that companies should follow the corporate 

objective of maximizing shareholder value, but also take into account important stakeholder 

groups affecting the company since this is important for the company to survive. Companies 

should have an underlying strategy or vision for the constituencies of the firm to relate to and 

understand what needs to be done in order to achieve value maximization for the firm as a 

whole. In addition, theory on the different CSR approaches in the relevant literature has been 

included, this to be able to recognize which CSR measures that is found in the different case 

study company and draw conclusions as to which approach is used in each case. The last 

theoretical part is based on theory on socially responsible investors, as CSR measures become 

increasingly important in a company to attract investors. This is especially relevant in this 

case study because the exit of company, that is finding buyers, is crucial in the PE industry. 

The approach explained above is the deductive approach, which is based on theoretical 

predictions about a phenomenon that is supposedly giving a picture of what is going on (Yin, 

2009). The benefit of having such an elaborate theory is that it produces a stronger design and 

an increased ability to interpret the collected data on the subject (Yin, 2009), and this will also 

increase the level of generalization of the results.  

A multiple-case design is used in this thesis, involving three different cases of study which are 

three business companies. Cases selected are the ones that best fits the investigators literal 

replication design. In this case an important component to the cases selected is their respective 

owners, which in all cases are or have recently been PE companies. The selection includes 

two companies which are currently owned by PE and one company that is now publicly listed 

company that was previously owned by PE before the listing, this is to be able to look at 

similarities and differences more thoroughly. In addition, the investigator of this thesis has 

chosen case companies in which illuminate the research question the most. The companies are 

selected based on the different industries in which they operate since CSR approach chosen 

can be affected by industry specific factors, and the selection is based on companies under 

ownership or previous ownership by different PE companies as these companies can differ in 

the way they see CSR. There are both advantages and disadvantages in using this kind of 

design. The evidence is often seen as more compelling and the overall study is seen as more 
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robust when stemming from more than one case (Herriott & Firestone, 1983, in Yin 2009). 

The power of replication is also important, and this case study is based on being able to 

predict similar results in all three cases, which is called a literal replication. The more cases 

that are being compared, the stronger the findings will be, but due to the researchers limited 

time frame and limited resources available a number of three cases is chosen, and since the 

scope of PE ownership in portfolio companies is limited, the number of cases will be giving a 

representable result in this industry.  

4.1.2.	Data	Collection	Method	

The main source of data used in this thesis is the qualitative interviews conducted on both the 

case companies and the PE companies. This primary data has been the most important source 

of information as to why and how PE owned portfolio firms act the way they do in relations to 

CSR. This information collected has been supplemented and supported with secondary data 

from other sources like documentation and archival records, mainly information on CSR from 

the case companies’ websites and from different company reports. In addition, information 

has been retrieved from the DVCA reports and website to make sure that the data collected is 

from different sources of information.    

4.1.2.1. Thematizing and Design of Interview 

This paragraph will provide a more thorough understanding of how the interviews were 

conducted due to its huge importance in this thesis. 

 

In general, the purpose of a qualitative research interview is to obtain qualitative descriptions 

of the life world of the subject with respect to interpretation of their meaning (Kvale, 1996). 

In this thesis the purpose of the six interviews was to test the theory found on the subject 

being investigated, and look for new relevant information that could clarify the subject and/or 

add to the theory. Six qualitative interviews were conducted in total, three interviews of PE 

companies and three interviews of the case companies. This will give a representable sample 

of interviews and provide valuable information in form of few but medium-long and intensive 

interviews. This will provide the information needed in this case study, as the investigator 

wants to conduct interviews that are subject to more penetrating interpretations. The interview 

form conducted is a semistructured interview, which has specific themes to be covered and 

questions, but also opens for changes regarding follow up questions and probing questions 

stemming from the answers and stories given by the interviewee (Kvale, 1996).  
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Before conducting the interviews it is important to consider the what, why and how of the 

interview is to be conducted (Kvale, 1996). First, it is important to obtain a preknowledge of 

the subject matter to be investigated, and also clarify the purpose of the study in order to make 

reflected decisions on which method to use (Kvale, 1996). Second, taking into consideration 

what and why, it is crucial to establish the base as to which new knowledge will be added and 

integrated from the interviews. This to be able to purposely ask significant questions that will 

have an impact on the case study, beyond the literature and theory collected. The interviews 

conducted in this case study is to test how and why CSR are conducted in each case company, 

and if the PE model affects the choice of CSR. According to theory PE funds should be the 

companies least likely to be doing CSR because of its shareholder value maximization model. 

The interviews are designed to gather empirical information on the role of CSR in the 

portfolio firms and to develop knowledge about the CSR in each case company to be able to 

generalize on the results. The study will focus on the differences and similarities in the 

different cases, so the wording and sequence of questions in the interviews will be more 

standardized for this purpose. 

 

4.1.3.	Analysis	

The analysis section consists of the multiple-case version of the classic single case, which 

covers each of the single case studies and also a section consisting of cross-case analysis and 

results. The technique used for analysis in this case study of each single case study is pattern 

matching. It compares an empirically based pattern with a predicted one, which means that 

the collected data from the different sources used are compared to the theoretical framework 

already predicted on the subject. The technique used for the cross-case analysis consists of 

comparing the three cases to find similarities and differences in order to produce new 

knowledge. Then, all evidence significantly important to this case study is taken into 

consideration and it is also important to look for other variable(s) that might affect the 

research problem, which might also give a rival explanation for the phenomenon studied (Yin, 

2009).   

4.2.	Quality	of	Research	Design	
Four tests can be used to measure the quality the case study: construct validity, internal 

validity, external validity and reliability (Yin, 2009). Each will be discussed according to this 

case study below.  
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4.2.1.	Validity	

The main sources for the data collected are from interviews, documentation and archival 

records. This case study has used multiple sources of evidence when collecting the necessary 

data for the analysis, as it is important to corroborate information from the interviews 

conducted with information from other sources like in this case documentation and archival 

records. This triangulation increases the construct validity of the case study because of 

converging findings from different sources of information. The validity concerning the 

interviews can be threatened if it involves poorly asked questions, and then the interviewee 

might answer the questions asked with an answer the interviewee thinks that the investigator 

wants to hear. The investigator in this case study has tried to ask “hidden” questions so the 

interviewee does not always know what they are really answering, and this will strengthen the 

validity of the data collected through this method as the investigator will get real answers to 

the questions.  

When analyzing the findings from the different cases, the empirically based pattern coincides 

with the one that was predicted in the theory. This strengthens the internal validity of the case 

study. In addition, conducting a cross-case analysis involving three cases will strengthen the 

evidence found on similarities and differences across the different case study companies, 

contributing further to the validity of the research. However, there is a chance that the data are 

biased because the investigator wants to prove its own hypotheses` and fail to see other 

explanations that might explain the phenomenon (Yin, 2009). In this case study the 

investigator has tried to be as objective as possible, but there is always a chance that some 

information is subjectively collected and analyzed. Also there is limited research on the 

subject of CSR and private equity, so the quality and objectivity of this research in part 

depends on the work of others. 

The external validity depends on whether the case study`s findings are generalizable beyond 

this specific case study. This case study involves three case study companies as it is important 

to replicate the findings across the different case companies where the theory specifies that 

the same results should occur. Even if only one direct replication have been made, that is 

where just two of the three cases would show the same results, this may also be accepted as 

providing strong support for the theory used. Another issue is that the three case companies 

are based in Denmark and in Norway, but this will not affect the generalization to a high 

degree as the topic is subject to international standards and the PE industry`s investors usually 

have an international profile. 
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4.2.2.	Reliability	

This final test involves making sure that if a later investigator followed the same procedures 

as explained in this case study and conducted the same case study all over again, they should 

arrive at the same findings and conclusions (Yin, 2009). Overall, it is important to maintain a 

chain of evidence throughout the case study so that the data is traceable for an outside 

investigator. The data collection procedures can be easily obtained again or by another 

investigator. As explained before all collected data, except from the interviews, comes from 

the case companies` website and from reports on CSR available on the websites which are 

stated in the bibliography. To increase the reliability of the interviews, the whole interview 

consisting of both questions and answers are put in the case study database, this will show 

how the investigator of this case study has carried out the data collection in each single case.  

 

4.3.	Limitations	
This thesis` source of data has been retrieved from interviews and public information from 

annual reports and the case companies` websites. The limitations of data available are due to 

the fact that PE is a private and closed industry, which means that certain information on how 

they run their portfolio companies will not be disclosed to the public. The investigator has 

tried to minimize this limitation by conducting interviews in both the PE company and its 

portfolio company, but still the research would be affected by the above mentioned issue.   

Another limitation is the limited research that exists on the topic of PE and CSR. Only a small 

number of research articles have explored this area, so this thesis is built on these few articles 

and on additional research in areas on which factors that might affect CSR of a company. The 

investigator should also have included more case study companies as the research topic is 

very limited, but due to time limitations and page constraints this was not possible in this 

thesis.    

The above mentioned limitations should be taken into consideration through the reading of 

this thesis. In the next section the delimitations set for this thesis will be discussed and the 

reasons for the choices made will be stated.   

4.4.	Delimitations	
This thesis will only focus on leveraged buy-out (LBO`s) as 70 % of the total PE market is 

dominated by this form of investment (EVCA, 2007), and the fact that LBO`s are one of  the 



17 
 

forms of private investments that are most appropriate to compare to public companies that 

are under the scrutiny of the public concerning CSR.  

The PE companies and case companies are from Denmark and Norway, this is due to better 

access of information for the investigator, and this is also decided by the time constraints and 

expenses that would otherwise arise.   

The last delimitation is that this thesis does not look at the whole fund level even if this is 

what decides whether or not the investment was successful or not. Instead the investigator 

looks directly at different portfolio companies as this is what the investigator considers best 

concerning research on CSR and PE.  

 

5.	Conceptual	framework	

5.1	CSR	in	a	Company	Context		
In recent years there has been an increasing focus on corporate social responsibilities brought 

on by a wide range of stakeholders, from consumers and employees to legislators and 

investors. This issue has been growing in importance for almost every audience (Dawkins & 

Lewis, 2003). The expectations of companies are high and unrealized, and the media and its 

mass audience are not very tolerant of companies that supposedly fail their obligations 

towards society and the environment (Dawkins & Lewis, 2003). Generally, the importance of 

CSR tends to be lower among financial investors than among other stakeholder groups, as this 

group – being investors of the financial funds in the firm – priorities` the maximization of the 

shareholder value rather than the firms` responsibility towards customers, employees, 

community and environment in the way it looks at CSR. However there has been a rapid 

growth of socially responsible investment funds in the recent years, and the current 

momentum behind non-financial reporting measures is likely to be an upward trend (Dawkins 

& Lewis, 2003). Today, no business is wholly disconnected from CSR, and CSR cannot be 

detached from critical aspects of managing the modern corporation (White, 2006).  

From the various definitions of CSR mentioned earlier, the term generally refers to actions 

taken by firms with respect to their employees, communities and the environment that goes 

beyond what is legally required be the firm (Barnea & Rubin, 2006). We can say that CSR 

policies` aim is to fill in the gap between the business actions and the public`s expectations 
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concerning these actions, and in order for the company to survive it needs to fill this gap 

because negligence will hurt the company`s legitimacy and threaten its access to society 

(Sethi, 1979). The importance of the company`s CSR measures will depend on its alignment 

with the expectations of its various stakeholders, and these expectations must be balanced 

according to stakeholder importance to the company in question (Dawkins & Lewis, 2003). 

5.1.1.	CSR	Approaches	

Building further on the theory of different CSR approaches, a study by Garriga and Mele 

(2004) distinguishes four different groups of CSR theories; each of these theories has a 

different focus either on economics, politics, social integration or ethics. These four theories 

on the responsibilities of businesses in society are: corporate social performance (social), 

shareholder value theory (economic), stakeholder theory (ethics) and corporate citizenship 

theory (political) (Crane, 2008, p. 48-49).  

Corporate social performance theory states that businesses also have responsibilities 

concerning social problems beyond its economic and legal responsibilities, and not only 

towards creating value. This includes ethical requirements and discretionary or philanthropic 

actions carried out by the business in favor of society. It is seen as important to pay attention 

to social expectations regarding how the public think the company should behave; the 

company has power and power requires responsibility. Society is ultimately the one that gives 

the company`s the license to operate, and the company are reliant on having a good reputation 

for the acceptance the community in which the company operates (Crane, 2008, p. 49). 

Shareholder value theory states that the only social responsibility the company has is to make 

profits and increase company value for its shareholders. Social activities are only acceptable if 

it is a legal requirement or that it contributes to maximization of shareholder value. This view 

is the ultimate objective for dealing with corporate governance and business management. 

This theory is consistent with the agency theory, which tries to align the interest of the 

shareholders (principal) and management (agent) using incentives that would help maximize 

shareholder value (Crane, 2008, p.55-56).   

Stakeholder theory takes into account the individuals or groups that have a stake in or a claim 

on the company, which are the stakeholders. The company should be managed to benefit the 

stakeholders of the company - this is the goal of CSR - to create value for the stakeholders 

without separating business from ethics (Crane, 2008, p. 62).  
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Corporate citizenship involves companies engaging in philanthropic activities and donations 

to the community in which the company operates. Being “a good corporate citizen” means 

taking CSR measures that are not mandated by law nor generally expected of a business in an 

ethical sense (Crane, 2008, p. 68-69).    

To get a real grasp on the importance of CSR in today’s society the investigator wants to look 

closer at CSR in interaction with PE funds. PE funds have a business model revolving around 

active ownership, which focuses on maximizing shareholder value and incentivizing the 

management to reach this goal. This kind of business model can be argued to not being 

consistent with CSR due to the lack of proof that CSR is contributing to this corporate 

objective of shareholder value maximization. This is why PE funds are not likely to involve 

CSR if it does not contribute to their main business objective of maximizing their investors’ 

wealth.       

5.1.2.	CSR	in	Interaction	with	Private	Equity	Funds	

PE companies’ implications on CSR in their portfolio companies are still unclear (Black, 

2007). We know that as private equity funds come to play an ever more important role in 

society (DVCA, 2008), they have a growing social responsibility towards the stakeholders of 

their portfolio firms and the society in which the company operates. This is especially through 

increased transparency of their actions in the firms they own. If PE funds continue to expand 

at the rate demonstrated during the last few years, it is inevitable that they will be subject to 

greater scrutiny not only by activists but also by the government in form of laws and 

regulations (White, 2006). PE funds, investors and society have a mutual interest in that these 

companies are competitive on a sustainable basis, and this calls for that the wider society is 

confident in the way PE funds operate (DVCA, 2008). Responsible ownership in PE funds is 

based on the opportunity for the funds to develop a close collaboration with each company`s 

board, management and employees. In a response to the public concerns, The Danish Private 

Equity and Venture Capital Association (DVCA) has developed a set of guidelines 

concerning how PE funds should operate and report. This mainly to address the transparency 

of the industry and levels of disclosure, and also to increase the understanding of PE. The 

guidelines are to be applied on the principle of “comply or explain”, which means that if a 

fund does not follow the principles it must explain why. One explanation of the use of this 

principle could be that different companies need different solutions (DVCA, 2008; Black, 

2007). The requirement for greater transparency is an international phenomenon; the different 

guidelines are developed in each specific country but with influence from international 
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standards (DVCA, 2008).  But overall, with the exception of transparency, it is hard to find 

even a minor reference to CSR matters among fund managers (White, 2006). However, it 

seems that there is an increasing demand by institutional investors to invest responsibly; 

therefore it can be natural to expect the market to be more sensitive to the socially responsible 

asset class. There has been a growing trend towards socially responsible investment practices 

which should in turn have an impact on the PE industry as the PE industry is a viable and 

important asset class for these investors (Cumming & Johan, 2006). These socially 

responsible investors (SRI) have an impact on the PE funds ability to generate capital, and 

also on the ability to create returns through exiting the investment. The latter being extremely 

important since it is based on the ability to exit the PE funds generates profits which are given 

back to the investors in form of returns on their investment. In support to this claim, the PE 

firms have also established charitable foundations to deal with the concerns of society (Black, 

2007).  

 

One of the main drivers of CSR is public pressure, which is mainly concentrated on 

companies of a certain size and visibility. This sort of pressure is not so high on PE 

companies since they are more removed from the public’s eye as the companies owned by PE 

firms normally are de-listed (Black, 2007). Moreover, PE is a relatively “new” asset class that 

is unfamiliar territory to these stakeholders. The avoidance of the public exposure from the PE 

companies is not surprising since “A key motive for PE funds to rebuilding companies and 

creating financial value is to escape the scrutiny applied for public companies and mutual 

funds”, to mainly focus on a mid-term financial bottom line (White, 2006). PE fund managers 

argue that this provides the necessary flexibility to identify, invest, refinance and refocus the 

firms without having to explain every action to the public. CSR measures take money and 

time and are usually intangible assets that are hard to measure in real value, and these 

measures must compete with other important value creating measures – which is what the PE 

investors mostly care about (White, 2006). The factors of value creation in a PE fund can 

generally be argued to be undervaluation, financial gearing, management replacement, 

expropriation of stakeholders, restructuring, sell-offs and lay-offs, corporate governance, 

strategy change, execution, access to capital, time pressure (Vinten & Thomsen, 2008). At 

company level value creation can take place through improved firm efficiency, mainly 

through changes in capital structure and corporate governance (Jensen et al., 2006; Jensen, 

1986a, 1986b, 1989, 2007, in Vinten & Thomsen 2008). These general fundamental value 

creating measures of PE raise a number of issues concerning CSR. The four most important 
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CSR issues are transparency, human capital, stakeholder governance and general CSR 

program vulnerability, and all this seem not to be satisfied when it comes to PE companies 

(White, 2006). Transparency is one of the key pillars of CSR (White, 2006) and is at this 

present time being discussed by the PE industry and some guidelines are developed and some 

is in the making (DVCA, 2008). However, even though reporting occurs on a regular basis it 

is mainly reported to the funds investors and not to the public. Overall the level of scrutiny for 

PE funds falls short of the spotlight compared to publicly traded companies (White, 2006). 

Human capital is a basic requirement to a strong CSR program, and it occurs mainly through 

having: in-house training, personal development, participation in decision-making, incentives, 

recognition and rewards. It is argued that PE funds try to improve productivity by severe cost-

cutting made through staff lay-offs and termination of human capital activities (White, 2006), 

but many also argue that PE funds contribute to job creation instead of destroying 

employment (EVCA, 2007). Human capital is important because firms may underperform in 

part because this is either inadequate or poorly deployed (White, 2006). The issue of 

stakeholder governance does not coincide with the goal of maximizing shareholders returns 

within the lifespan of the investment (White, 2006). Empowering a broad range of 

stakeholders to participate in corporate decision making through board composition, advisory 

groups, community engagement and other measures is seen as constraining for PE funds and 

not leading to their main objective of delivering returns to their investors, and the 

investments` lifespan is too short to create an incentive to build long-term stakeholder 

relationships (White, 2006). However, if PE funds are to sell the company after the lifespan of 

investment and generate the expected returns, they have to find a buyer that recognizes the 

value created by the PE funds on their portfolio companies. This means that the PE funds 

have to develop the companies they buy and exit the company in a different state than an 

empty shell - what is referred to as asset stripping and overleveraged (EVCA, 2007). The last 

issue is program vulnerability which takes both the effort of multiple parties over a long time 

frame and excessive money. These measures can be conceptualization, business justification, 

internal marketing, execution and assessment, which contribute to the opportunity costs of the 

company and its employees. So if these measures do not add mid-term shareholder value, the 

time and money will most likely be spent on other value enhancing measures since the 

intangible value of CSR will not materialize within the lifespan of the investment. The 

incentive structure of the management is aligned towards mid-term performance before sell-

off, so it is unlikely that even a strong CSR culture will survive (White, 2006). On the side, 

buyers have to see that value has been created in the company in order to buy it (White, 
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2006). Possible new investors do not want to buy a bad company, so if the portfolio 

companies are to return to public ownership in the future then it must address the necessary 

CSR and sustainability issues concerning the company and industry in which it operates 

(Black, 2007).                  

5.1.3.	Factors	Affecting	CSR	Taken	by	PE	Companies	

Following the above discussion on CSR and PE, some important variables have been 

identified as being of importance in relation to the degree of CSR that is undertaken in a PE 

company. First, PE exercises a focused and active ownership, meaning that the investors 

(shareholders) have the right and responsibility to participate in and influence the firm`s 

strategic management. Through this active ownership PE funds are obligated to ensure that 

the company works towards maximizing shareholder value, and the management of the 

company is incentivized to reach this goal. This active ownership structure means that all 

strategic decisions must contribute to maximizing shareholder returns and that the only social 

responsibility the company has is to make profits and contribute to increase company value 

for its shareholders, and this again affects CSR in PE funds. The second important variable is 

socially responsible investment (SRI), which is “an investment process that considers social 

and environmental consequences of investments, both positive and negative, within the 

context of rigorous financial analysis” (Social investment forum, 2003, p. 9). These Socially 

responsible investors are identifying and investing only in companies that meet certain set 

standards of CSR. This is why SRI is crucial in the PE industry as these companies are reliant 

on selling their portfolio companies in order to make an exit. As more investors become 

increasingly focused on making socially responsible investments it is important for the PE 

companies not to eliminate any buyers based on this requirement.  

In the next section the investigator choose to discuss shareholder and stakeholder theory, this 

theory is seen as best suited to answer the research question. This is due to the characteristics 

of the PE business model and its focus on maximizing shareholder value. It is important to 

investigate how CSR functions and is applied under the different corporate objectives a 

company can have, as CSR is argued to be influenced by these differences. As explained, it 

can be expected that the PE funds will pursue the shareholder value maximization approach, 

and according to this theory CSR will only be undertaken if it contributes to the wealth 

creation for the funds` investors. This also means that PE is expected to be the investment 

form that is the least likely to undertake CSR beyond what is believed to be value creating. In 

addition, it is important to look at stakeholder theory because this is the approach under which 
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CSR is most likely to be undertaken by a company. Several different characteristics of 

stakeholder theory can contribute to a milder version of shareholder value maximization that 

could be more consistent with society`s expectations and demands. This is why the 

investigator will focus on these two theories as this is what is seen as important in relation to 

CSR and PE funds.        

5.2.	Ownership	Structure	
In the corporate world huge controversies between different interest groups exist as to what 

objective(s) the company is to try to achieve, the two opposing views being at the one side 

value maximization and at the other side stakeholder theory. Value maximization states that 

managers “should make all decisions so as to increase the total long-run market value of the 

firm” (Jensen, 2002, p. 3). The opposing view of the stakeholder theory says that managers 

“should make decisions so as to take account of the interests of all the stakeholders of the 

firm”, which include all individual or groups who can substantially affect the welfare of the 

firm (Jensen, 2002, p. 3). Jensen (2002) argues that stakeholder theory is not a complete 

objective that can be followed due to the fact that it serves the interests of those who promote 

it, since it is not stated which constituencies are the most important. This trade-off of what is 

perceived as better or worse have important implications for the welfare of a society`s 

inhabitants, and a single-valued objective is important for purposeful or rational behavior. 

Jensen (2002) argues further that “a firm that adopts stakeholder theory will be handicapped 

in the competition for survival” and leaves the managers empowered to exercise their own 

preferences with the resources of the firm”, since without a definition of the meaning of what 

is better and worse there is no foundation for making the best possible choice. Take the value 

maximization view, a single corporate objective does not mean that individuals or firms only 

care about one thing, it will always be a complicated function of what is perceived as being 

better or worse (Jensen, 2002). Much research in economics and finance indicate that “social 

welfare is maximized when all firms in an economy maximize total firm value” (Jensen, 

2002). One objective function that will resolve the above mentioned problem of trade-offs 

between the various stakeholders is the objective to maximize the total market value of the 

firm. “It tells the firm to spend an additional dollar of resources to satisfy the desires of each 

constituency as long as the constituency values the result more than a dollar” (Jensen, 2002, p. 

6), and this objective is important because it usually leads to maximization of society.    

Let us look closer at the objective of shareholder value maximization and its effects on 

society. It is often argued whether it is the stakeholders or the shareholders that should be 
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taken into account when deciding on the objective(s) of the firm. However, the important 

issue is whether a firm’s behavior will result in least social waste. “The shareholder value 

maximization objective function tells the firm to expand output and investment to the point 

where the market value of the firm is at a maximum” (Jensen, 2002, p. 8), and this will 

maximize social welfare.  

If stakeholder theory should form the objective function(s) of the firm, it is important to state 

the criteria for what trade-offs should be made between the different constituencies by the 

managers. The constituencies often have conflicting and inconsistent demands and this creates 

a huge problem if the managers do not know which are the most important and make the right 

trade-offs for the company; this can damage the company and the welfare of society. 

Customers want low prices, high quality etc. Employees want high wages, high quality 

working conditions, and various personal benefits. Suppliers of capital want low risk and high 

returns. Communities want high charitable contributions, social expenditures from firms to 

benefit community at large, etc (Jensen, 2002, p 8). If the firm was to pay attention to all these 

demands from their constituencies the company would eventually fail against competing firms 

that follow the objective of value maximization.  

As explained above the stakeholder theory provides no criteria for what is better and worse, 

which leaves managers and directors unaccountable for how they spend company resources. 

This will lead to the managers following their own personal short-term interests, this at the 

expense of society and the firms` financial claimants. Stakeholder theory makes the problems 

between the principal and agent worse, as it makes it more likely that the agents (managers) 

follow their own personal short-term interest than the interest of the principal. The fact is that 

they can always excuse themselves by saying that “they were pursuing the interests of some 

other constituency”, at the cost of shareholders. The agency problem (or agency theory) 

concerns the relationship between a principal (shareholder) and an agent of the principal 

(company`s manager); agency costs are essentially the costs of resolving conflicts and 

aligning interests between the two groups, whose interest are often in conflict3. Agency theory 

plays a key role in Friedman’s critique of CSR. According to Friedman – it is unethical for the 

corporate manager or agent to engage in CSR activities since the agent then violates his or her 

duty to act in the interest of the principal (Crane, 2008, p. 140). In a free enterprise, private-

property system, a corporate executive is an employee of the owners of the business, and the 

                                                            
3 http://www.investopedia.com 
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executive has direct responsibility to conduct the business according to the employers’ desire. 

This desire is normally to maximize their wealth while also conforming to the basic rules of 

society, which are the rules required by law and the rules embodied in ethical custom 

(Friedman, 1970). Under the agency theory the criterion for measuring performance is 

straightforward, and the contract between the agent and the principle is clearly defined. If the 

manager were to engage in CSR that is not in the best interest of the corporation or what is 

required by law, the manager is breaching the contract and spending someone else’s money 

on a general social interest (Friedman, 1970). If Friedman is correct then CSR activities 

beyond this will reduce the company`s financial performance and value (Crane, 2008, p. 141). 

Jensen (2002) argues that the way out of the conflict between value maximization and 

stakeholder theory is what he calls enlightened value maximization. This theory reviews the 

value maximization of the firm by focusing on strategy, which allows also “room” for the 

consideration of stakeholder interests. Differently put, the value creation is not a proper 

performance measure at all levels of the organization; “the proper measure for any unit of the 

business is determined by the strategy the company is executing, and the actions that the 

person or division can take to contribute to the success of the strategy” (Jensen, 2002, p. 16).  

In the enlightened value maximization we can take a part of stakeholder theory on how to lead 

managers and participants in an organization to think more generally and creatively about 

how to treat the different constituencies of the firm, as you cannot create value without good 

relations to customers, employees, financial backers, suppliers, regulators, communities and 

so on, which again will affect the goal of maximizing value of the firm (Jensen, 2002). But 

now we can use the value criterion to choose among the different constituencies, because no 

constituency can be fully satisfied if the company is to survive and create value.  

Sundaram and Inkpens` (2004) argument for the corporate objective being “maximizing 

shareholder value” is that “it’s the best among all available alternatives, and thus the preferred 

goal for managers formulating and implementing strategy” (Sundaram & Inkpen, 2004, p. 2). 

In maximizing shareholder value, they claim, we also maximize the value of the firm as a 

whole. In the debate revolving around shareholders and non-shareholders, one thing that is 

often overlooked is that the goal of maximizing shareholder value also can be beneficial to 

stakeholders. Extraction of value on the claims from shareholders is only from residual cash 

flow, which is the cash flow left after all other fixed claims are dealt with. Stakeholders 

indeed have no incentives to increase firm value beyond the point in which their commitments 

are assured; it does not matter to them whether or not the company does well or spectacularly 
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well (Sundaram & Inkpen, 2004). For managers to follow the objective of maximizing 

shareholder value it is necessary to go beyond the satisfying effort levels that would be 

sufficient enough for stakeholders and this will again increase the size of the pie for all 

constituencies (Sundaram & Inkpen, 2004). Another factor that is affected if the managers 

were to run the company on behalf of stakeholders is their incentive to take risks; if managers 

were to act in the interest of shareholders, they would have no incentives to take on more risk 

than necessary for the company to be able to pay of these fixed claims. This would affect the 

decisions for new investment opportunities – and the company growth; new markets, 

products, new technologies and new economic activities, which again would affect the 

company`s ability to innovate and therefore stay competitive. Some critics argue that when 

maximizing shareholder value the shareholders does not create extra value and increase the 

pie, but transfer value from stakeholders to the shareholders themselves. Efficiency and 

shareholder value are linked together; in this current competitive business environment the 

company must be efficient to increase shareholder value. “Managing inefficiently in an era of 

global capitalism risks corporate suicide” (Sundaram & Inkpen, 2004). Managing on behalf of 

the constituencies of the company do not preclude transfer of value from the different 

constituencies to some other constituency of the firm, and even value extraction by the 

management itself for following their own personal preferences due to the lack of specified 

trade-offs between the different constituencies.  

The above mentioned arguments for maximizing shareholder value does not mean that a 

company should ignore other stakeholders or that there are no boundaries to the ways in 

which shareholder value is being maximized. The managers will not end up neglecting their 

moral and legal duty to stakeholders even though their fiduciary duty is towards the 

shareholders, and it is even believed that the objective of shareholder value will lead to 

decisions that will enhance outcomes for multiple stakeholders. The hart of argument is that 

this shareholder value maximization objective is usually inconsistent with exploitation and 

alienation of the firms` other constituencies (Sundaram & Inkpen, 2004). However, it is also 

argued that companies with high insider ownership level – therefore, companies with 

generally more aligned objectives between managers and shareholders, have lower CSR 

expenditure than other companies because the managers bear more of the cost of CSR.  But 

this may also make the management refrain from over-investing in CSR if the incentives of 

personal gain exist (Barnea & Rubin, 2006). It also needs to be pointed out that there is no 

evidence that firms in relatively stakeholder-oriented economies such as those in Japan and 
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Europe are more responsible corporate citizens, or less exposed to stock market bubbles and 

managerial malfeasance than the more shareholder-oriented US firms (Sundaram & Inkpen, 

2004, p.8). 

As argued above, companies should follow the corporate objective of maximizing shareholder 

value. This is because the company and managers/employees will know how the different 

trade-offs between different decisions and constituencies should be chosen. It is also argued 

that following this corporate objective society at large benefits the most, and that following 

this objective will not lead the companies to neglect their moral or legal duties towards the 

different constituencies. This being said, companies can be interested in CSR in order to reach 

the corporate objective of maximizing shareholder value through the fact that the company 

needs its most important constituencies to create the most value in the company, and this will 

not be done if they are neglected.    

Building further on the above mentioned statements, PE funds can be interested in CSR due to 

the fact that they need to attract capital to their funds. As the share of socially responsible 

investors increase the need to act and be seen as socially responsible will also increase. It is 

also crucial to the PE funds to exit their investments with a profit and this group of socially 

responsible investors can be possible buyers and new owners, so it is important not to exclude 

any possible buyers due to lack of CSR or poor CSR. Both the ability to attract new capital 

and the ability to profitably exit the company are factors that influence the ability to reach the 

corporate objective of maximizing shareholder value. This is why it is important to look at the 

relationship between each of these two factors and the ability of the PE funds to generate 

returns. The investigator will elaborate better on these issues in the next section.  

5.3.	Socially	Responsible	Investors	
To be clear on what SRI really means a definition of the term is called for. As mentioned 

above, “Socially responsible investing (SRI) is an investment process that considers social 

and environmental consequences of investments, both positive and negative, within the 

context of rigorous financial analysis” (Social investment forum, 2003, p. 9). Further, it is a 

process of identifying and investing in companies that meet certain standards of CSR (Social 

investment forum, 2003).  

In the PE industry it is crucial to get capital from the various investors in order to set up a 

fund, since investments are financed with a mixture of investors` money (mainly in form of 

equity) and debt finance. The investors` goal is to achieve the highest possible return for their 
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owners (in many cases pension savers), so they are very critical and thorough when investing 

in a PE fund (DVCA, 2008). The PE funds are reliant on being an attractive investment option 

and investments made by investors depend on the PE companies past track records. Thus, 

reputation matters a lot in this industry. Corporate social responsibility has been recognized as 

a matter that influences reputation (e.g. Brammer and Pavelin, 2004; Carrou, 1979; Logsdon 

and Wood, 2002; Mahon, 2002; Mahon and Wartick, 2003; Wood, 1991; in Siltaoja 2006). 

Further, it has been argued that the primary attraction to a company is premised on the 

perceptions of firm's reputation, which would in part be determined by CSR actions (Fombrun 

and Shanley, 1990; in Siltaoja, 2006). In recent times there has been an increased demand by 

institutional investors to invest responsibly. As such, it is natural to expect the market to be 

more sensitive to the socially responsible asset class (Cumming & Johan, 2006). This can in 

turn have an impact on PE funds ability to generate capital for their funds. If the investors see 

benefits of social awareness and increasing public interest in CSR in socially responsible 

companies they might want to reap some of that benefits themselves, either through initiated 

programs or announcing their intention to incorporate CSR in their asset allocation (Cumming 

& Johan, 2006). This can be seen in the light of consumers increasing emphasis on factors 

like treatment of employees, community involvement and environmental issues, instead of 

traditional factors like product quality, value for money and financial performance when they 

base their opinion about a business (Dawkins & Lewis, 2003; in Gosling & Vocht, 2007).  

Whether these perceived benefits affect the financial performance of the company or not is 

debatable. Some studies shows that the practice of socially responsible investment does not 

necessarily sacrifices returns (Geczy et Al, 2003, in Cumming 2006), and some studies show 

that SRI actually contribute to higher returns (Guyatt, 2005, in Cumming & Johan 2006). It is 

argued that corporations will adopt CSR when they recognize that their stakeholders prefer 

such policies, and this will then increase company value (Cumming & Johan, 2006). Further, 

it is argued above that the company`s reputation is in part based on the CSR; a reputation is 

valuable because it informs stakeholders and the public about what products to buy, what 

companies to work for and what stocks to invest in (Fombrun, 1995). The increased focus on 

CSR may eventually also result in the need to declare what social and environmental criteria 

investors put weight on when making the decision to invest (Cumming & Johan, 2006). I the 

light of this, most of the PE funds investors` believe that private equity funds should pay more 

attention to the outside world’s expectations of their actions and disclosures. They feel that 

the funds could usefully be more open about their intentions and the results of their activities 

(DVCA, 2008).  
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6.	Case	Study	

6.1.	Pandora	

6.1.1.	History	

Pandora is originally a Danish family-owned company, founded in 1982 by goldsmith Per 

Enevoldsen and his wife Winnie Enevoldsen. They started off with one shop in Copenhagen, 

and already then they used to travel to Thailand in search of jewelry to import. When demand 

for their products increased, they gradually shifted focus to the wholesale business, and after a 

couple of successful years the retail business ended completely. In the end of the 1980s, the 

company first hired its first in-house designer, and later started manufacturing their jewelry in 

facilities in Thailand. In 2000, their core product, the charm bracelet, was launched in the 

Danish market. The follow growing and encouraging demand for the product was the main 

reason for Pandora to start expanding to foreign markets like the United States in 2003 and 

Australia and Germany in 2004. Some years later Pandora changed from a Scandinavian 

platform to an international marketing and sales platform. In 2005, the company opened a 

large fully-owned manufacturing facility in Thailand, in order to comply with the increasing 

demand for their products. In 2008, Pandora was bought by private equity firm Axcel, which 

planned to continue Pandora’s international expansion to new markets and also increase 

capacity of the facilities in Thailand. So during 2008 to 2010, three more manufacturing 

facilities in Thailand were opened. In 2010, a successful IPO of the company was completed, 

and its shares got listed on the Nasdaq OMX Copenhagen, and in 2011 the company will be 

part of the C20- index.  

6.1.2.	Analysis	

6.1.2.1. CSR 

According to Axcel – the PE fund behind Pandora, the PE industry has gotten a lot of media 

attention in the last years, which is very natural since PE has become a fairly big player in the 

capital markets, and is the owner of many companies and employs many people. Further, 

Axcel states that this can be seen as increasing the expectations concerning their responsibility 

towards the stakeholders of their portfolio firms and the society in which the company 

operates, and that the attention from the press makes the people in the industry more aware of 

the actions they conduct and what impact it will have. To deal with this the key is to find the 

right balance between private equity and public equity, which means that there are many 

issues you communicate to the public and many issues you keep within the company. PE 
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companies are first and foremost private equity companies, which are protected from the 

scrutiny applied to public firms, even though it is a fine line between private and public 

equity.  Private firms only have to publish financial reports once a year while public firms 

need to do it every quarter, but stakeholders and society expect PE firms to communicate to 

the public more than this and not only to its investors. A consequence of the increased 

attention is that things take more time since you have to think more about what you are doing, 

explain more of your actions and follow certain set of standards, but this does not affect the 

ability to create returns.  

The measure Axcel is taking on CSR is that the company is to implement UN Global 

Compact principles to all of its portfolio companies, which should be achieved by 2012. 

When doing due diligence on a company certain criteria’s concerning guidelines on CSR 

measures must be followed in the portfolio company for Axcel to invest, as they want to be 

seen as socially responsible investors and also to make sure that they invest in companies with 

the full potential of being exited with a profit . Concerning Pandora, social responsibility was 

a part of the agenda or the business plan of Axcel for the company and was seen as a license 

to operate, since the company has many sub suppliers and also operate in the Far East. Then 

you have to make sure everything is done the right way or you will not be a competitive 

company is this industry. The CSR measures implemented were especially important since the 

company became a listed company, and then certain standards must be followed. If the 

company did not have CSR then you would have an issue since you would have problems 

getting it sold, but Axcel does not think there are no additional benefits of CSR except for 

resolving this issue. 

When the company was bought by Private equity company Axcel, the PE firms’ main task 

was to structure the company, as the company was family owned and continuously growing 

without any professional expertise. The fund also found the right people for the management 

and CEO positions, helped with the strategy, and raised capital needed to expand the company 

according to plans. The CSR work only started in 2010, which was before the company was 

listed through an IPO. During the ownership of Axcel, Pandora joined the UN Global 

Compact and the Responsible Jewelry Council (RJC), and a CSR committee was established 

and a CSR manager was hired. When the company became listed, the global management 

team had an understanding of what was to come and what they needed to do, huge amounts of 

work on CSR needed to be done. Most important was assuring that everything was in order 

with the suppliers and the factories in Thailand, and to get certified by going through various 
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inspections concerning operations. Policies for all sorts of social responsibilities had to be 

made, on business ethics and reports on who was going to be audited of the suppliers. After 

becoming public the company was exposed to scrutiny as all the other public companies, and 

many changes in CSR needed to be done in order to maintain their competitive place in the 

market, like following different laws on information sharing and the company are much more 

controlled and secretive than it was. The pressure of obtaining high share prices is felt, but the 

management of the company should rather focus more on growth and development. It can be 

seen that the focus on maximizing the company value has not changed even though the 

company is no longer under the ownership of a PE fund. Pandora has to this date no measures 

on CSR, but the goal is to measure CSR through Key Performance Indicators, which is being 

defined and developed at this point, taking CSR to the next level of importance.  

Pandora had quite a growth in the last couple of years, and many sides of CSR have been easy 

to control while others more difficult. The company has always had CSR processes 

concerning the suppliers, back to when the company was started by the Enevoldsen family the 

firm has been run according to ethical standards, but it has just recently been systemized in 

2010 in order to improve their impact on society. The backbone of Pandora`s CR policy is, as 

one of the worlds` leading jewelry brands, to support and advance the introduction of 

responsible business practices throughout the jewelry value chain, which is reflected in the 

company`s internal operations and in relations to external stakeholders. In other words, the 

company is reliant on good CSR practices in order to give confidence in its jewelry in order to 

sell it to its customers. In 2010, They started with establishing a steering committee for CSR 

in the beginning of 2010, which is to coordinate and monitor the company`s CSR across the 

value chain, and to make sure the company complies with the standards and that the main 

guidelines are being followed. Later in April, the company joined the United Nations Global 

Compact with the aim to deliver and communicate social responsibility, which focuses on 

human rights, working conditions, environmental impact and ethical business practices. When 

you are a company as huge as Pandora you have to follow the UN Global Compact principles, 

it is compliant. This year they also joined the Global Compact Nordic Network to get 

inspiration and share experiences with other companies. Pandora joined the Responsible 

Jewelry Council (RJC) in August 2010, which is a non-profit organization that aims to 

reinforce customer and stakeholder confidence in jewelry products. The goal is to be on top of 

all RJC principles by end of 2012. Membership in RJC will provide Pandora with the highest 

industry standards, even though the UN Global Compact serves as the overarching structure 
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for the company`s CSR measures. This also means that Pandora must comply with the RJC 

Code of Practices, and is currently working on getting certified under these compliances’. 

Pandora try to follow all these set standards by complying with all industry standards, but the 

company is not there yet on all relevant issues. Through the above mentioned initiatives the 

company wants to raise the bar in the jewelry industry. Pandora also want to share the success 

with its stakeholders, this by supporting different charitable purposes, with special emphasis 

on the women around the world.  

The CSR in Pandora are connected to the business they conduct in several ways, when you 

manage a huge operation involving gemstones you have to have suppliers that are extremely 

capable, stable and have their business in order. The company believes that by being socially 

responsible in the sourcing of gemstones, precious metals and other materials used in the 

process they achieve higher quality jewelry and genuine jewelry. According to Claus Petersen 

Pandora’s` CSR in Thailand is state of the art, and to control that the suppliers follow the 

standards that are expected, Pandora use external auditing to check all the suppliers. 

Concerning the employees the company has competitive salaries, good working conditions 

and tries to get them involved in the company and develop their people. This is important 

because the turnover need to be very low since it takes skills to make jewelry, and this has 

Pandora achieved. Pandora’s most important stakeholder is its customers, which are women 

that are socially responsible with the power to buy Pandora jewelry. These core customers are 

very aware, and the company can be really damaged if some scandal comes out about Pandora 

on any social issues, so it is very conscience about how it deals with suppliers and factories. 

Pandora also recognizes their shareholders as stakeholders since the shareholders influence 

the board which again makes many important decisions on company level. 

Pandora’s biggest problem concerning CSR is that they only own about 400 shops of the total 

10.000 where their products are sold, the rest is owned by independent retailers that consist of 

franchising and third party distributors. The company has no control over these retailers since 

they are their business partners and cannot demand them to act in a certain way, but Pandora 

believes that in the jewelry business you need alright working conditions to sell your products 

and it tries to influence the independent shop owners to follow the Global Compact principles. 

The CSR concerning suppliers to the shops is in the top range in the industry compared to 

many foreign businesses, except from this problem with the independent retailers.  
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The ultimate goal of the company is to make money for the shareholders, and in doing this the 

company need to be in compliance with standards and push them further than they are today 

due to the problems concerning the independent retailers. CSR as an integrated part of the 

company is an important driver in reaching the goal of their strategy of being the most 

recognized and loved jewelry company in the world. It is important to get people to have faith 

in the jewelry industry and to get a better name, and CSR will get increasingly important. All 

the CSR measures taken by the company are needed and expected, and more and more are 

under restrictions by law. Pandora has a budget for how much should be spent on CSR, and 

the 2011 budget is the first one. Last year the company spent a huge amount on CSR when it 

started the CSR process and hired consultants, but this year the budget is much smaller than 

what was spent last year. You can run a business without having any CSR measures more 

than what is absolutely necessary, but Pandora’s` goal is to lie above the set standards of the 

industry by adding some additional CSR measures above these standards, the company is not 

there yet but is working on achieving this in the future. 

6.1.2.2. Governance 

According to Axcel good governance in general means that it is clear who is deciding what, 

clear lines of responsibility, good communication, and generally in PE companies there 

should be clear rules on what you do and what you do not do internally in the company. 

Axcels` managers have an incentive model where the management invests alongside of the 

investors using their private capital and in addition they have a warrant system where they get 

an accelerated return, this is to create an incentive to maximize the value of the company. If 

they create value for the investors then they also create value for themselves. The managers 

are working towards being able to sell the business in a better shape compared to when they 

bought it, which is a company of a larger size and more profitable. If the managers achieve 

this and made the company more valuable than when they bought it then they have done a 

good job. This change in value is the return to the investors, if they manage to increase the 

value of the company. When the company is sold the sustainability of the company depends 

on how the new owners run the firm, but it is fully possible to continue operating in the same 

way, which would show that it is a sustainable business model and not just an extraction of 

value by the investors of the fund.    

Pandora expresses that “The aim of good corporate governance and communication here of is 

to ensure that Pandora meets its obligations to shareholders, customers, consumers, 

employees, authorities and other key stakeholders to the best of its ability in order to 
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maximize long-term value creation”. This shows that Pandora is reliant on its various 

important constituencies in order to reach its goal of maximizing long-term value creation for 

its shareholders. Pandora`s governance consists of a set of principles that are included in the 

corporate governance policy, which are based on the recommendations of the Danish 

committee on corporate governance issued in April 2010. The company follows the rule of 

“comply or explain” principle, which means that the company must explain any governance 

measures they don’t carry out that are in the recommendations. Pandora has chosen to deviate 

from recommendations on some areas concerning management remuneration, which is 

because the company wants to encourage its long-term goals for the management and 

shareholders, which means that the company wants to incentivize the management to create 

value for the shareholders and thereby also for themselves.   

The governance model that is used in PE funds affects CSR in several ways. A crucial 

sentiment of the PE governance model is management incentives since the management in the 

portfolio companies are heavily incentivized to reach the goal of maximizing shareholder 

value. White (2006) argues that CSR do not add mid-term shareholder value and that the time 

and money will most likely be spent on other value enhancing measures since CSR is 

intangible assets that do not materialize within the lifespan of the investment. But Axcel states 

that the management is working towards being able to sell the business in a better shape and 

having made the company more valuable than when they bought. CSR can contribute to 

making the company more valuable at selling point as investors may recognize the value of 

CSR and the value of buying a company that has the necessary CSR and sustainability issues 

resolved before making the company public (Black, 2007). Pandora states that their aim of 

good governance is to ensure that the company meets its obligations to their stakeholders, as 

Pandora is reliant on these stakeholders in order to maximize returns of their shareholders. 

White (2006) argues that the PE investments` lifespan is too short to create an incentive to 

build long-term stakeholder relationships, but if the fund is to sell the company after the 

lifespan of investment and generate the expected returns, and not just an empty shell after 

extracting the value of the company (EVCA, 2007).    

6.1.2.3. Strategy 

Axcel typically invests in medium capital (mid cap) companies in Denmark and in Sweden; 

they buy these types of businesses and grow them out of their offices in the two countries. PE 

companies with bigger funds will normally invest in bigger companies, as the size of the fund 

relates to the business you invest in. Generally PE funds would invest in mature businesses; 
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these are companies that are not venture capital and that have a proven business model and a 

steady cash flow. PE funds prefer to invest as little as possible and borrow as much as 

possible, but the funds must find the balance between being overleveraged and the costs 

associated with equity. The funds are looking for businesses where you think you can make a 

difference and where you have the ability to grow the business in different ways. The key 

driver in a buyout company is growth, and another important driver is improvement in 

profitability through increased margins from operation efficiency. The different businesses 

Axcel invests in can be a division of a company or a family-owned business where you want 

to grow the business and help with the succession of the firm and find a professional 

management for the firm.  

Before making the decision to invest you make a business plan for the company in question, 

and when you get access to the company this plan is to be implemented and operationalized, 

and it is crucial to make sure that the management is fully committed to the plan, and to 

appoint a new board. The plan is normally a hundred-day plan, so after hundred days the 

groundwork should be finished, which is the simpler version of the plan. A crucial part of the 

business plan is to think about how to exit the business and who the new owners are most 

likely to be. This is the most important difference from a public firm, that PE funds have an 

exit that they must consider which involves a set life period for the company, while public 

firms’ don’t have any time constraints. The business has to be considered interesting for new 

possible owners, and these are taken into consideration when deciding on where to take the 

business. The goal of this whole process is to create returns for the investors, as this is what a 

PE fund is hired to do. The main focus of everything the funds conduct are the ability to 

create returns, and also to compete with other asset classes like hedge funds by generating 

higher returns. Performance of the fund is measured as the return on invested capital which is 

based on money put in to the business and money that comes out of the business after exit, 

and good results on the investment are seen as 25 percent and above.   

The business model in most PE funds has changed over the years. It has been improved after 

people in the industry have learned a lot during the last ten to fifteen years in PE, and always 

having to adapt and improve their models in order to create superior returns. Before it was 

mainly models consisting of financial engineering, but now much more focus on operational 

efficiency. More factors have to be taken into consideration, so you can say it is harder to 

generate returns now than it was several years ago. This shows that the PE business model is 

continuously changing to adapt to a more sophisticated financial market and global world.  
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New constructions of firms are also starting to appear; one of Axcels’ recent deals involved 

buying two different divisions from two different companies in the roofing industry and 

makes one new business out of the two units. It takes much more effort making two deals at 

the same time. The plan forward is to take all the operational efficiency out of the two 

divisions and grow the company through acquisitions and more differentiation in products 

sold. Today the company is a Nordic leader and might be a Northern European leader in the 

future. 

Axcel`s investors are institutions, national institutions, banks, family holdings and pension 

funds. These different investors chooses often funds after geography and after the PE 

company`s proven track record of return, so it is extremely important to reach the investors’ 

expectations of 25 percent or more return in one single fund as it is the total return of the fund 

that matters and not the returns on each portfolio company. To reach this high percentage of 

return no resources must go to waste and it must always be used in the most efficient way, and 

it is important to invest in the right businesses that can create this expected amount of return. 

The preference for one PE fund over another has to do with the fact that the funds invest in 

different sized businesses and have different strategies, and as mentioned above the proven 

track record is extremely important.   

Axcels` strategy is to buy mid cap companies in Denmark and Sweden, and grow them. When 

it comes to the strategy applied in each buyout company, the PE fund and the company 

management normally discusses which way to take the company, and the key is how to 

implement this strategy. By implementing the strategy the goal is to create bigger and better 

companies, and make sure that the selected strategy increases the company`s value. By 

introducing a strategy on how to reach the goal the management and employees would easier 

understand which decisions to make to reach the ultimate objective of the company, which in 

a PE company is to create returns for its investors. Implementing a new strategy will have an 

effect on the buyout company as a whole, since every time there is an ownership change the 

company is affected in some way. It is important to communicate clearly to all the people in 

the company about the different changes happening, but overall it is the management that is 

normally impacted by any changes. The ownership change would normally not have any 

effects on society.  

Pandora`s business strategy, which is also its vision, is to become the world’s most 

recognized global jewelry brand. In order to achieve this, different short to medium term 
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objectives must be followed: increase the number of Pandora`s branded sales channels in 

selected markets, capitalize on existing jewelry portfolio in existing and new markets, 

entering into new geographical markets and enhance market share in existing markets where 

Pandora has little to no market share, building a global brand by creating brand consistency 

across all communication channels and markets. These short to medium term objectives will 

lead the management and employees to make the right decisions in order for the company to 

reach its ultimate corporate objective. The focus of the strategy is not solely focused on 

maximizing the value of the firm, but it has a more proper measure on performance for the 

management and employees to follow and identify with. Many can relate to the main mission 

of Pandora that is to “offer women across the world a universe of high quality, hand-finished, 

modern and genuine jewelry products at affordable prices”, which is a comprehensive goal for 

all levels of the organization.   

CSR is in the portfolio companies are affected by the strategy implemented by the PE owner 

through the ability to generate the expected returns to the investors and the ability to make the 

company attractive to future owners. The active ownership structure of PE companies’ means 

that all strategic decisions must contribute to maximizing shareholder returns and that the 

management is working towards long-term value creation in the portfolio company (DVCA, 

2008). On the other hand, a crucial part of the strategy, also called the business plan, is to 

think about how to exit the business and who the new owners are most likely to be. In the 

emergence of Socially Responsible investors it is becoming more and more important to be 

seen as socially responsible in order to attract these investors capital (Cumming & Johan, 

2006), and this has an effect on the ability of the PE fund to exit the company and also to 

generate the needed returns to their investors.  

The strategy of Pandora is to motivate the company`s managers, employees and partners by 

having a vision and strategy that can guide and give the opportunity to achieve the objective 

of maximizing shareholder value, and it is something meaningful that they can relate to. This 

is incorporated in the view of enlightened value maximization, which incorporates both the 

objective of value maximization and also parts of stakeholder theory (Jensen, 2002).  

6.1.3.	Comparison	to	Peers	

In order to see the real relationship between CSR and PE, we have to compare the PE 

portfolio companies to comparable peer companies that are public. This is to catch the 
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differences, if any, between PE portfolio companies and listed companies when it comes to 

CSR.   

6.1.3.1. Signet jeweler4 

Signet Jewelers has been chosen as a compatible peer for Pandora as this is the world’s largest 

specialty retail jeweler in the middle market and it is a US listed company. A Danish jewelry 

company in the middle market would be the ultimate peer, but all of these are private 

companies.   

Compared to Signet, Pandora is far behind when it comes to following principles and policies. 

This is due to the fact that when Pandora was owned by Axcel only the necessary standards 

were being followed, and now that Pandora is a listed company it must follow more of the 

industry standards that is expected by a big public company. Pandora is working on getting 

certified by RJC, and is currently making different policies that listed firms ought to have. 

One similarity between the two companies is the problem with the supply chain in which the 

companies do not work directly with. The companies have no real power over these 

independent suppliers and can only encourage them to follow the supplier code of conduct. 

6.2.	ISS	

6.2.1.	History5	

ISS is one of the world’s largest facility service providers with more than 520,000 employees 

and is among the world’s largest employer, operating in Europe, Asia, South America, North 

America and Australia. The company has a customer base of more than 200,000 companies 

worldwide, and been operating in the service industry for more than a hundred years.  

The company was originally founded in 1901 as a small Danish security company. In 1934, 

one subsidiary of ISS called “Det danske rengjøringsselskap A/S” entered the cleaning 

business industry, which later became the core business area of the company. As of the 1960s 

the company started to expand outside Denmark, and later on further overseas. During this 

time the company took the name of ISS and in 1977 the ISS stocks was listed on the 

Copenhagen Stock Exchange. In 1994 ISS went through an economic crisis, the US 

subsidiary got in financial difficulty because of unforeseen problems related to accounting 

misstatement, fraud, etc. A UK billionaire bought the subsidiary, bailing ISS out of feared 

                                                            
4 http://www.signetjewelers.com 
 
5 Sources used: www.issworld.com, www.eqt.dk, Vinten & Thomsen (2008) 
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bankruptcy. After this crisis the management was reluctant to have to high debt levels, and the 

stock market was afraid of solvency of the company and organic growth. After this the 

company continued to grow through acquisitions, but had a much higher focus organic growth 

by offering multiple services to the same customers, and the development of the range of 

services offered. In 2005, a new strategy called “Route 101” was launched focused on 

improving integrated facility services (IFS). The same year in May ISS was acquired by the 

private equity funds EQT and Goldman Sachs Capital Partners (GSCP), acquiring 55% and 

45 % respectively, and the company was de-listed from the stock exchange. The announced 

reasoning behind the acquisition was that the funds believed in the IFS strategy and the focus 

on organic growth, and believed that themselves as private funds could achieve more for ISS 

being de-listed. They also felt that their strategy was misunderstood by the public and was 

therefore undervalued. In 2008 the strategic plan “The ISS way” was launched, which consists 

of four cornerstones: customer focus, people management, the IFS strategy and a multi-local 

approach.     

The main goal of ISS is to lead the market for facility services worldwide, and will achieve 

this by offering bundled services at the costumer’s premises, and motivate and engage the 

core competencies of the firm, the employees. Business procedures will be adapted to local 

markets and their specific conditions, since it is believed that no approach fits all. The main 

targets of this strategy are to sustain growth and create shareholder value. ISS operates within 

five core business areas in facility services: cleaning services, support services, property 

services, catering services and security services. The facility services industry is very 

standardized, being a low-tech and low margin business. This is why organic growth is 

especially important, since one of the few things that attract clients are economies of scale. 

The second factor of importance are acquisitions, which improve the competitiveness of the 

company by increasing capabilities and capacity where needed.      

6.2.2.	Analysis	

6.2.2.1. CSR 

In the last couple of years it has been reasonable to expect a certain interest and knowledge 

about the companies owned by PE firms, especially in the press. The press is very focused on 

the negative about the industry that might be stemming from how they think PE firms work 

and not from the information actually given on how they conduct their business. According to 

EQT, the public fears PE firms value extraction from the portfolio firms, but in most cases PE 
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firms enhance the efficiency and growth of these companies. Further, EQT states that nobody 

would buy a company if they did not think the price was worth what they paid for and this 

opportunity to exit a portfolio company is crucial to the PE industry, and also that most 

business people understand how the PE industry works and the industry have worked on 

being more open and producing a yearly financial report. EQT is a member of DVCA and has 

developed guidelines according to this. The PE industry has improved a lot when it comes to 

information sharing, especially in Denmark compared to other countries, but this only 

concerns one area of CSR which is transparency. All of this media attention has led to 

changes in the Danish tax regulations, which has affected PE firms in a negative way by 

taking away their tax advantages by having a high leverage, thereby making it harder to 

increase the value of the fund.  

Concerning the increased focus on CSR in the PE industry, EQT has signed the UN 

responsible investment policy, which is like a UN Global Compact policy only for investment 

companies. EQT also wants to be seen as a socially responsible investor. It is important that 

these issues of CSR are being addressed and discussed in the portfolio companies, as the 

focus on socially responsibility are increasing in general and in the PE industry. EQT has no 

specific measures for CSR; it would be difficult to know how to measure it as it is an 

intangible asset and no specific amount is set to use on CSR. In the portfolio companies they 

have the relevant policies that apply for the specific company as it is not possible to have a 

global CSR policy, but there is also a set of standards principles that all the companies are to 

follow. It is the management of the company that decides on which CSR issues to address and 

implement, and EQT does not provide any guidelines or budget estimates concerning CSR. In 

a company like ISS, CSR is very important since it is very important to the employees of the 

company and it is a lot of them. In the attempt to retain and motivate the employees, ISS has 

to be proactive when it comes to CSR. The whole business process of ISS depends on the job 

its employees perform, and it is through the employees that EQT believes CSR can create 

value, through having satisfied employees that will fulfill the requirements of the customer. 

ISS do not have CSR to be nice, it happens to make a lot of sense business wise but CSR is a 

very intangible asset in which real value is hard to assess. When exiting the company, it can 

be seen as very negatively to have poor CSR, which do not live up to environmental permits 

and situations where the employees was not treated well and exposed to chemicals and 

corruption etc. When the company becomes listed, EQT see no necessary changes that need to 

be made concerning the CSR of the company.    
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ISS has always done CSR, but they have not started to formalize the measures until recently. 

In 2010 the company formalized a CR policy that is integrated in their business strategy, and 

it is important that CSR is integrated in the business and not just an add-on unit. ISS considers 

CSR as necessary and the right way for ISS as a business to go. The company`s customers 

and employees share ISS`s view on CSR, and its main goal is to be a preferred partner for 

these stakeholders concerning sustainable development. ISS follows membership regulations 

concerning the Global Compact principles on human rights, labor rights, environmental 

protection and anti-corruption. The company`s main CSR initiatives targets people, the planet, 

profit and partners. In the business of facility management outsourcing the employees are the 

primary resource to the company, and therefore a core priority to ISS. That is why one of the 

most important CSR measures taken are for the employees to secure their health and safety, 

ISS depends heavily on the employees since the entire company process is human based. .  

The three focus areas today concerning the employees are integrating people to society by 

offering them their first job, diversity and training, and also measures like adding 

management and service excellence. ISS believes that this will increase quality and 

productivity provided to the costumers, and also increase the job satisfaction and loyalty 

concerning the employees. This is one of the most desirable achievements, to obtain benefits 

through higher productivity by increasing employee engagement and the wanting to stay with 

the company that again will result in higher customer satisfaction.  ISS will continue 

developing these important areas of CSR in the future. Several other standards are undertaken 

to protect employee rights, like Code of Conduct, International HR standards and Leadership 

principles. The employees also have the freedom of association, which is the right to 

collective bargaining and to join or form trade unions. The company also wants to develop 

CR on global company level, like global training programs and helping families in small 

villages around the world. But ISS understands that several CSR measures need to be tailored 

to the countries in question because different cultures have different needs.  ISS believes that 

this CSR initiative is a two-way street, if the company care about their employees then they 

will feel more obligated to stay with ISS and it will increase their motivation. The company 

follows and lives by the standards of the global compact agreement, which was signed ten 

years ago. Under the United Nations` Global Compact the company is to promote 

environmental responsibility and new environmental technologies, which also creates value 

for their customers and employees through increased health, safety and a more pleasant 

working environment. ISS takes fighting corruption, bribery and violation of the competition 

law very seriously, as its customer’s demand that their suppliers have a high ethical standard. 
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It is clearly stated in the company`s code of conduct that they strongly distance themselves 

from anything that compromises their position on this issue. It is important to create 

responsible, profitable relationships with their customers, suppliers and employees. The 

company works closely with their customers to find the optimal solution for their needs, high 

importance on being efficient and resourceful concerning the employees work of the 

processes and systems used. The same applies when it comes to its suppliers, including a 

long-term partnership and collaboration in developing products. ISS also contribute to the 

community in which they operate, by getting people in to the labor market and improvements 

in social conditions, and by established partnerships with authorities, NGO`s and local 

communities. 

In the course of this formalization process of CSR, the company hired external consultants to 

decide on which measures the company should take. The PE company provided some 

guidelines on what CSR measures that must be undertaken and that ISS need follow, since the 

PE company is under the principles of socially responsible investors and it invests after these 

set standards. The remaining work as to which CSR measures to implement are decided by 

the CEO and the CFO. The CSR has developed during the ownership of EQT, and in 2010 the 

groundwork for CSR was laid as explained above, and the next step is to be proactive and 

actually implement the measures planned and demonstrate the measures taken.  

The instigators for the CSR measures are the fact that companies need to prove that they are 

socially responsible and that they follow certain standards. It is also good for business to be 

socially responsible as it creates benefits that will help ISS to be profitable in the future, and 

their customers require ISS to be socially responsible if they are to do business together. 

Another reason is that ISS is a facility management company that affects a lot of people in 

their day-to-day business, even small CSR measures concerning the business ISS conduct can 

make a difference. The company`s most important stakeholders are the employees, customers 

and suppliers, but also outside stakeholders like the press, NGOs and unions make an impact. 

CSR measures concerning the employees are related to their health and safety, by minimizing 

exposure when they carry out the work they do, through health campaigns to insure awareness 

of these issues and also bring knowledge to their home. Concerning the costumers ISS is 

reliant on maintaining relationships with many huge MNCs that demand that their suppliers 

are socially responsible, which is important for the company`s ability for organic growth. This 

shows that CSR has developed to be a business requirement and can no longer be seen as a 
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luxury. ISS also sets the same standards for their suppliers, a list of CSR demands have been 

given.  

ISS does not have a specific amount spent on CSR and is not able to tell what they have spent 

on this up to this time, but the company believes that the benefits are higher than the 

investment made. The company does not measure CSR since it is still very new to this area, 

but CSR is a continuing journey and ISS will measure CSR in the future when the data is 

more reliable. The company is not measured on any sustainability indexes either, but this 

might happen in the future when the company becomes public.  When this happens more 

pressure from the media will probably arise and this will increase the pressure to comply with 

what is acceptable and the company will be much more visible. There is a lot of focus on CSR 

in Denmark nowadays, and ISS must follow Danish law concerning companies of a certain 

size, this also creates more attention from the outside. Another issue is that for investors to 

buy ISS, and for EQT to exit, the company must not only be profitable but also show that 

CSR initiatives have been taken. A huge group of investors in Denmark are very conscience 

about investing in socially responsible companies, so to not be excluded from this group it is 

important that the company follow certain standards. This shows that future investors also are 

an important stakeholder to the company. 

6.2.2.2. Governance 

The difference between a public company and a company owned by PE is the ownership type; 

private firms can have higher leverage and have a completely different governance model 

consisting of an active ownership structure where the owners are very close to the company. 

In a listed company the ownership is more likely to be dispersed, with many small owners and 

no real owner that controls the management. So in this kind of ownership, if the shareholders 

are unhappy with the company and the board of directors they simply sell their shares in the 

stock market, while investors in private firms are owners of illiquid capital so they have to 

resort to other measures to take control of their investments. 

Good governance are several different things according to PE company EQT, like making 

sure that the management team has a board that challenges, pushes and supports them, and 

also working alongside them and that are engaged in the work they are performing. You have 

to have the right board for the job, meaning that you have to assess the right people with the 

skills needed in the company. EQTs boards normally consists of a mixture of industrialists 

from their network and their own people, usually four industrialists and two people from 
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EQT. It depends on the needed know-how in the portfolio company, for example in KMD 

they needed someone with better political understanding so they brought in somebody with 

experience as chairman in a number of publically owned companies. The work on assessing 

the right board is very extensive, and the board has a huge influence on the company. Good 

governance is also having clear division of responsibilities and making sure that the company 

has the proper balance and structure in this area. The management is incentivized mainly 

through warrants and other upside derivatives, and they must always invest their own money 

alongside the PE fund in order to stay on the management team. So they typically invest in 

shares and warrants, this means that if they deliver on the plans by increasing the value of the 

company then they make lots of money and if they don’t they can lose money. The 

management team has huge incentives to create value for the company during the ownership 

period, not only for the investors but for themselves as well.  

The governance model that is used in PE funds affects CSR in several ways. EQT states that 

their board composition normally consists of industrialist in their network and their own 

people, so none of the employees sits on the board. The board of directors has a huge 

influence on the company, particularly under PE ownership. Empowering a broad range of 

stakeholders to participate in corporate decision making can be seen as constraining for PE 

funds and make it difficult to achieve their objective of maximizing shareholder value. As 

White (2006) argues that the issue of stakeholder governance does not coincide with the goal 

of maximizing shareholders returns within the lifespan of the investment.  Another factor 

affecting CSR is management incentives since the management in the portfolio companies are 

heavily incentivized to reach the goal of maximizing shareholder value. White (2006) argues 

that CSR do not add mid-term shareholder value and that the time and money will most likely 

be spent on other value enhancing measures since CSR is intangible assets that do not 

materialize within the lifespan of the investment. Clearly, the incentive structure of the 

management is not aligned towards taking CSR measures. On the contrary, when selling the 

company buyers may recognize the value of CSR, and if a company is to become public then 

necessary CSR and sustainability issues must be addressed (Black, 2007). This again shows 

that management incentives could just as well be aligned with taking CSR measures.     

6.2.2.3. Strategy 

When searching for new investments, EQT looks at what industry the companies are in and 

their position in that industry. Then they assess a management team suitable for the specific 

company chosen. The PE firms’ objective is to find an investment story which allows them to 
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grow the company and create value during the time of their ownership period. There are many 

different parameters that can play a significant part of the value creation, and each of these 

has to be considered in the company in question. Before making the actual investment, a plan 

is made of what actions that needs to take place over the time period of the ownership, and it 

is always tailored to the specific company and industry. The strategy chosen for the company 

are the one that will create returns for the investors; the strategy is focused on value creation 

which can come through growth, profitability improvements, repositioning of the company 

and from different other areas. When the acquisition is completed, a new executive board is 

immediately put in action and the work on delivering on the plan starts. EQT works together 

with the non-executive directors and the management team on achieving what is stated in the 

plan. The plan can consist of changes in the company concerning the focus, new idea projects, 

new regional expansions, outsourcing and other changes that are necessary. It is the 

management team that actually delivers on the plan in the day-to-day operations since the 

governance is clear on this area, and EQT does not interfere unless the plan is not followed 

then the management will be replaced. The active ownership is played out by the management 

which is hired by the PE firm to follow through on the plans made. The job of the board of 

directors is to support and challenge the management team, this shows that EQT will have 

some influence on the process through their positions on the board. The process just described 

has always been performed in this typical PE manner. A recent deal EQT did was to acquire a 

Danish IT supplier (KMD) in the beginning of 2009 that delivers IT services. They spent lots 

of time considering how they wanted the company to develop concerning its growth and 

focus. In this acquisition, industrialists were brought in for expertise help, and EQT worked 

with them along the lines of carrying out the plan. Now the company has significantly grown 

in profitability and the top-line has increased, it has become a good company, which means 

that the value of the company has increased during the time of the ownership.  

Even though the corporate objective is to maximize shareholder value, ISS is pursuing an 

integrated facility services strategy while continuously developing and maintaining single 

service excellence, which it has done for a decade and is driven by market demands. The 

given strategy provides the employees with a reachable and understandable goal to work 

towards, and gives them something that they can relate to. The main corporate objective 

would not be suitable for all units of the organization as they would struggle to know which 

decisions to make to reach it. The strategy of ISS is called “the ISS way” and focuses on 

aligning the whole organization by implementing global best practices, standard business 
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processes and a strong, uniform culture. The company visions itself to be the “leading facility 

service global – by leading facility services locally”. ISS also provides solutions for each 

customer’s specific needs beyond the global platform and then also extensive value added to 

each customer.    

The main investors in EQT`s funds are institutions, family offices, and private foundations in 

Denmark, which is a pretty standard investor base. Their expectations first and foremost 

consist of return generated from invested capital, which is targeted at 25 percent. In addition 

the investors demand a certain level of service and information on the portfolio they have 

invested in.  The funds never carry out an investment if a return of 25 percent can’t be 

reached. Performance is crucial whether it’s a public or a private firm, but in the PE industry 

it is obviously very important since the funds make a promise to the investors of creating 

certain returns and are continuously working towards this goal. The PE funds are structured in 

a way that when the PE funds find good investment companies they get the capital from the 

investors and when they divest the company they give the capital back to the investors, if the 

whole fund are divested at a profit. After divesting on one fund they have to raise a new fund 

that basically depends on if the performance of the last fund lived up to the expectations, this 

is why performance is important since no investors trust their money to PE firms with bad 

track records. So if the PE company does not deliver the expected return from the funds then 

the PE company would struggle to be in business, since previous track records are important 

to get investors for the funds.  

The effects of PE ownership on a portfolio company are in general non existing, but the 

employees and management might feel a difference due to changes in strategy, the speed of 

doing business and the increased focus on value creation, all depending on the characteristics 

of the former ownership. Mainly it is only the management who experience changes when a 

PE fund takes over. The company itself changes in tact with the implementation of the plan, 

and is driven by the factors assessed in this plan. For example, the employees in ISS would 

not experience any changes, but the clients` experience a difference since the company now is 

able to take on bigger contracts.  

The strategy of a PE fund involves finding suitable investments in order to generate the 

expected returns to the investors of the fund. The active ownership structure of PE companies’ 

mean that all strategic decisions must contribute to maximizing shareholder returns and that 

the management is working towards long-term value creation in the portfolio company 
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(DVCA, 2008), this affects the strategy chosen for the company as it must be the strategy that 

creates the most returns for the investors. White (2006) argues that CSR do not add mid-term 

shareholder value and that the time and money will most likely be spent on other value 

enhancing measures since CSR is intangible assets that do not materialize within the lifespan 

of the investment. On the other hand, the PE company is reliant on divesting a fund at a profit 

which means that the exit of a portfolio company is dependent on finding new buyers for the 

company. Possible new investors do not want to buy a bad company, so if the portfolio 

companies are to return to public ownership in the future then it must address the necessary 

CSR and sustainability issues concerning the company and industry in which it operates 

(Black, 2007). The growing importance of Socially Responsible Investors has also an impact 

in order to attract new owners (Cumming & Johan, 2006) and generate the expected returns to 

the investors.                

The strategy and vision of ISS gives a more approachable method for the employees to reach 

the main objective of maximizing shareholder value, and also something meaningful they can 

relate to. This is incorporated in the view of enlightened value maximization, which 

incorporates both the objective of value maximization and also parts of stakeholder theory 

(Jensen, 2002). This shows that CSR is present in companies owned by PE funds.  

6.2.3.	Comparison	to	Peers	

6.2.3.1. Sodexho6 

Sodexho is used as a peer company to ISS, which is also a facility service company that 

operates in Denmark.  

Comparing ISS to Sodexho we can see that ISS is just behind this public company, as 

Sodexho started the formalization process in 2010 instead of 2011 like ISS. Even though ISS 

is a private company it follows the same principles and policies when it comes to employees, 

suppliers, customer and the environment. This would be a natural way of preparing ISS of 

what is to come when or if it becomes public. In this way the company will not struggle with 

the gap of CSR expected of a public company compared to a private company.  

                                                            
6 www.sodexo.com 
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6.3.	Nille	

6.3.1.	History7	

Per Aarskog AS was established in 1966, and the retail operation in Nille AS was established 

in 1981. Per Aarskog AS is Nilles wholesale operation, and Nille produces through this 

wholly owned wholesaler. The founders of the companies are the family Aarskog and over the 

last 2 5 years Nille has become one of Norway’s leading retailers and has established a strong 

position among Norwegian consumers in categories like candles, napkins, confectionary, 

homecare products, gift articles etc. Nille is today one of the largest retail chains in Norway 

with 232 stores worldwide, and the company is a well driven Norwegian wholesaler based on 

Far East purchasing with a large number of low price outlets.  

In June 2006, Herkules Capital acquired 70 percent of Nille from its founders. The remaining 

30 percent is owned by Aarskog through their private holding companies, and they will sit on 

the board in cooperation with Herkules. After the takeover, Herkules has invested more than 

NOK 200 million in stores, business systems and a completely new warehouse, and also 

implemented a new category management focus and a new campaign and marketing 

approach. More than 100 new stores opened or acquired, and the locations of the stores has 

been changed. Contributing to this success was the buyout of retail chain Max, which is also a 

discount concept with a large share in the Norwegian market. Herkules has also streamlined 

the sourcing and logistics using a new and modern low –cost warehouse, and the Nille has 

been prepared for possible expansion in new international markets. 

In May 2011, Herkules Capital sold Nille to BC Partners which is an international PE 

company with a long track record in the retail sector. Under this new ownership Nille will 

continue to grow in Norway and expand into Sweden, and BC Partners believe that Nille is 

very well placed to grow from its strong base in Norway and become a leading player in the 

Nordic discount mixed retail market, both organically and through acquisitions.    

6.3.2.	Analysis	

6.3.2.1. CSR 

The media attention the PE industry has gotten the last couple of years has been positive, as 

CSR gets more and more important to society. According to Herkules Capital – the PE owner 

of Nille - PE firms, like public firms, should focus much more on CSR due to the 
                                                            
7 www.herkulescapital.no/ 
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development in society on this issue. On the other hand, PE firms` first priority is their 

investors, but CSR clearly needs to be taken into consideration. Herkules Capital conducts 

their business in the same way they have always done, but CSR influences the PE business 

model as to what is acceptable to do. Further, it is important for the company to be seen as 

socially responsible by the public and society as a whole. This involves responsibility of not 

doing anything illegal or in the grey zone and sticking to what is seen as socially and legally 

acceptable. Herkules believes that one of the most important issues to consider in relation to 

CSR is Socially Responsible Investments (SRI), as the investors that invest in PE funds want 

to look at the funds CSR policy that would be used in the investments in the different 

portfolio companies. Further, they believe that capital retention is affected by CSR and that 

the measures taken are in part to limit this problem and to ensure that the investors will invest 

their money with them. If the investors are not satisfied with the CSR approach of the PE firm 

they will not invest their money in that particular firm. In addition, Herkules thinks that CSR 

is a part of doing business in today’s society. The PE firm has their own SRI policy that they 

follow when making the decision to invest in a portfolio company. They have developed a 

framework that is not particularly long and that is based purely on judgment calls, and it is 

constantly changing with the rest of the world by having an active approach addressing the 

different CSR issues. Herkules Capital says that it is not having a framework that is most 

important, but how you use it. Further, the companies they invest in must fit their framework, 

and they must feel comfortable owning it and see that the company has the ability to develop 

in a certain way. Herkules is also a registered member of the Private Equity Association, 

NVCA, and follows the associations recommendations related to openness and transparency8.  

In relation to the portfolio companies - Herkules believes that PE has two responsibilities - 

one being that you need to do your job in relation to your investors and the other being that 

the company does nothing wrong to damage society. Moreover, you need to have a set of 

guidelines and define what you want to do and what you want to be associated with. There are 

standard measures that apply for the different industries, for example if much of your business 

is conducted in Asia you must be more aware of CSR than if you operated fully in for 

example Norway. According to Herkules, it does not matter if you are a private or public 

company when it comes to implementing CSR and that the impact of CSR measures taken 

only depends on size and industry in which the company operates in.  

                                                            
8 Herkulescapital.no 
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Nille has an unofficial policy for CSR consisting of basic standards and to follow up that 

these standards are met. The owning PE company has a set of CSR standards that Nille has to 

meet, but in general it is the managers that decide on which CSR measures to take. Nille 

demands that their suppliers follow the Suppliers Code of Conduct on all products delivered 

to the company, but only 90 percent of the suppliers follow all of these standards. This is 

because some of the suppliers cannot deliver on some of the terms set in the conduct but these 

do not concern the CSR part of the conduct. In March 2005, Nille put 5 people on CSR in 

China to make sure that the suppliers are behaving according to the Code of Conduct, and 

they are also visiting the facilities of the suppliers to make sure that everything is 100 percent 

right. Concerning the employees, the company has plenty of measures contributing to the well 

being of the employees and it focuses on open communication in the whole organization. 

Nille believes that their company`s competitive strength and un-imitational resource are their 

employees, as in the low-price retail business all companies can compete on products. 

According to Nille, it has been a positive change for the employees when PE company 

Herkules Capital took over. This because the CSR measures increased drastically when 

Herkules took over; it became increased focus on the employees and more focus on what it 

takes to increase their motivation to work for Nille. The salary became much more tied to 

performance by rewarding them if the profitability of the company increases. Further, the 

employees at the bottom of the organization also benefits through more status if the company 

they work for does well and is seen by the public as a respectable and profitable company. 

The most important stakeholder to Nille is their customers. Nille states that it is important to 

have the right CSR and to do everything the right way, this to ensure that the customers trust 

the products and thereby purchase them. Further, the owners of the company are also seen as 

one of the most important stakeholders, it is important to the company to generate returns to 

the investors and work on their behalf. The three stakeholders mentioned above; Customers, 

employees and owners are part of the triangle explaining what Nille sees as important in 

regards to satisfying their stakeholders. Overall, the company states that it is not concerned 

with how the CSR looks on the outside and whether or not the customer knows about the 

different measures, but more on how it really functions and the substance of it. Part of the 

reason for this is that Nille is a medium size company that is a low-price chain, and if they 

spent more on CSR the customers had to pay more for their products. The reason for the 

higher price is because Nille thinks that the investment associated with more exposed CSR 

would not even break even. Moreover, if there was a chance in the future that this investment 
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would pay off then they would consider making their CSR policies more public or else they 

would wait until they had to - for example in case of becoming a public company.  

According to Nille, the main motivation for conducting CSR is to increase sales and increase 

profits. The company sees CSR as a hygiene factor that they as a low-price chain can obtain 

by showing good products. In order for the profits to increase, people would have to trust the 

company`s products and then the customers would purchase more of it. It is also important to 

increase the motivation of the employees so they become more service-minded and sell more. 

Nille believes that they need to focus more on CSR in order to increase the profitability of the 

company, especially measures affecting the customers and employees. According to Herkules, 

another factor that can affect profitability is society`s perception of what is right and what is 

wrong; it is important to be seen as an acceptable company both by the public and by the 

investors. Profitability can be affected by limiting the ability to attract capital, which is crucial 

in the PE industry. This shows that increasing profitability of the portfolio company is an 

important factor affecting whether or not the company conducts CSR and to what degree.  

Concerning the owners, CSR is important in order to limit the risk of company ownership; by 

taking measures now the company would be less exposed to risks regarding critical issues that 

can threaten its existence in the future. Herkules and Nille argue that overall there is no value 

enhancing benefits associated with CSR, except for complying with the needs of the 

stakeholders of the company which is important to the company as a whole and to the 

production process, which again affects the profitability. Herkules says that CSR is a cost of 

doing business and having the necessary CSR will help to exit the company; as it could be a 

problem to sell if the CSR was not in place. This shows that PE believes that no business is 

wholly disconnected from CSR, and CSR cannot be detached from critical aspects of 

managing the modern corporation (White, 2006).  

6.3.2.2. Governance 

Herkules is a very active owner, but do not interfere much in the day to day operations. The 

active ownership structure of PE companies’ means that all strategic decisions must 

contribute to maximizing shareholder returns and that the management is working towards 

long-term value creation in the portfolio company (DVCA, 2008). Nille believes that this 

active ownership has been a crucial opponent in succeeding modernizing the whole Nille 

chain, and this modernization has improved and increased profits by more than double. Being 

a PE company Herkules does a lot of things differently than a public company that often has a 
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more dispersed ownership structure. The PE company has a different capital structure which 

focuses on financing mostly with debt and some equity, as PE see this as crucial in earning 

returns by not wasting profits by having large amounts of cash laying around, this contributes 

to more effective managing of capital. 

The investors of Herkules` funds are mostly investment companies, family offices, pension 

and insurance companies, funds of funds and some others9. The role of the investors is to 

identify the best suitable management to meet their demands concerning returns, as the 

management is suppose to work on behalf of the investors. The managers get almost no fixed 

salary and are mostly paid in a percentage of profits and they always have to take the part of 

investors themselves by buying shares in the company. This is to ensure that they are aligned 

with the investors’ goal; that is the goal of generating returns for them. Generally, the 

investors are limited partners and their job is to make a decision concerning what kind of 

investments they want to do, and the rest of the job rests on the management team. 

 

According to Herkules, good governance consists of having a good management team and a 

good board of directors. The most important keeping these two units separate and individual 

so that they can challenge each other. The management must also be predictable and coherent 

with the board to make the best decisions for the company as a whole. Both the management 

team and the board are incentivized towards generate the most returns for the investors, so 

they are all following the same goals.  

 

The above discussion of the PE governance model shows that it is the same as it has always 

been; its main components being active ownership and management incentives based on 

company performance. The difference now is that the PE company has to take CSR into 

consideration in order to achieve the goal of maximizing shareholder value. In order to 

increase company value the company has to have the support of the stakeholders in order to 

run the company in the most efficient way, and it is also important to have the necessary CSR 

in order to attract capital for the investments and for the ability to exit the company.  

6.3.2.3. Strategy 

Herkules Capital invests in mid-cap companies in the Nordic region, especially in Norway. 

Generally, it is companies with positive cash flows and growth potential, and the PE company 

                                                            
9 Herkulescapital.no 
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follows some industries with special interest that they are familiar with. Herkules says their 

goal is to grow the companies to being bigger, better and more profitable. Further, the 

managers have to identify which measures to take for improving growth in the companies, as 

growth is the most important component in improving value. The investors of the funds invest 

their capital in an illiquid market, which means that they expect a higher return of 

approximately 2-3 percent more than in the stock market. According to Herkules, this has a 

huge effect on the pressure on the management to achieve higher returns. If the management 

does not achieve these expected returns it can affect the ability of the fund to generate more 

capital for further investment projects as investors carefully look at track records of the funds 

when they make the decision to invest or not. This decision to invest is also affected by the 

funds strategy and the funds CSR policy, to see if the strategy is suitable for the individual 

investor and if the necessary CSR measures have been taken, respectively. The funds CSR 

policy is growing in importance because of the increasing importance of Socially Responsible 

Investors, which has an impact on attracting new owners (Cumming & Johan, 2006) and 

generating the expected returns to the investors. In addition – according to Herkules - you 

always have to consider stakeholders as they are crucial to the operations of the company, so 

you will not succeed in reaching your goals if you do not have the support from the majority 

of the stakeholders. Herkules believes that the stakeholders have the same benefits if the 

companies grow and become more effective, as everybody wants to work at the best 

companies. 

 

Before Nille was bought by PE company Herkules, it was family owned. According to Nille, 

the takeover by the PE Company was critical for the improvements in CSR, and also the 

whole company was modernized and the profits doubled. Moreover, the company became 

more focused on making investments in order to generate more profits; earlier the company 

did not have enough capital for these sorts of investments. CSR was/are also seen as one of 

the investments made by the PE company and this area has also been majorly improved.  

 

The above discussion on strategy shows that the PE company`s strategy mainly consists of 

growing better and bigger companies and making them more profitable. CSR - among other 

value increasing measures - is seen as an investment possibility in order to achieve the 

strategic goals set by the management. The PE company has a huge pressure on succeeding 

because the track record for previous investments is the main reason for investors to invest in 

new funds; this has always been the case. It has gotten more and more important for the 
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investors to look at the PE company`s CSR framework, and this has some impact on whether 

or not the investors will want to invest in that particular fund. Generally, this shows CSR has 

contributed to some altercations in the PE company`s strategy plan but also shows that much 

has remained the same. 

6.3.3.	Comparison	to	Peers	

6.3.3.1. Claus Ohlson10 

In order to compare Nille to a public company, we use Claus Ohlson as the company`s peer as 

it is a retail company that purchases its products from suppliers and manufacturers in over 30 

countries.  

Nille basically has the same CSR measures as Claus Ohlson. The main difference here is that 

Claus Ohlsons` CSR policy is much more extensive and publicly shown, while Nille`s CSR is 

more hidden within the company and not so exposed to the public. We would expect that if 

Nille ever considered becoming a listed company they would have to follow in the footsteps 

of Claus Ohlson as to having a public CSR policy, since public companies are more in the 

spotlight of the media. Further, the CEO of Nille stated that they would have to have a more 

public CSR policy if they were to become public in the future, but this would have to wait 

until that was to happen. 

6.4.	Cross‐Case	Analysis	

6.4.1.	CSR	

6.4.1.1. CSR and Outside Expectations 

In recent years there has been an increasing focus on social responsibility by many different 

constituencies, and the PE industry is no exception. The PE industry has gotten bigger and 

more visible during the last years, which makes it even more exposed to the public eye. The 

PE companies – the owners of the case companies in our analysis think that this attention is 

very natural as PE has become a fairly big player in the financial market, and they employ 

many people and have a big influence on society as a whole. Given the increasing public 

concern for CSR, this also means that no company is wholly disconnected from CSR, not 

even PE funds. The expectations towards companies are high and unrealized, and society is 

not very tolerant towards companies that neglect their responsibilities towards society and the 

                                                            
10 http://om.clasohlson.com/ 
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environment (Dawkins & Lewis, 2003). The case companies and their respective PE fund 

owner have become more aware of this development, and are currently working on becoming 

more transparent to the public and to educate people more on what PE companies really do. 

This is important since especially the critics of the PE investment form and the media and 

some of their audience fear that PE companies are using their portfolio companies to extract 

value instead of building efficient and growing companies (White, 2006), EQT believes that 

this can be due to ignorance on what the PE model involves. The case companies’ owners 

think that transparency is a reasonable requirement and the PE industry is becoming much 

more aware of the issues concerning CSR. Transparency is one of the key pillars of CSR 

(White, 2006) and is at this present time being discussed by the PE industry and some 

guidelines are developed and some is in the making (DVCA, 2008). Many PE companies are 

trying to publish a yearly financial report to the public and not just to their investors as it is 

the usual norm in the industry (White, 2006), and they try to communicate more to the public. 

However it is important to remember that PE is private equity and not public equity, and it is 

important to find the right balance between the two due to society’s expectations and the 

original form of private equity funds. There are many issues that are communicated to the 

public while there are some issues that are kept within the PE company and not 

communicated to the public. Fund managers argue that this provides the necessary flexibility 

to identify, invest, refinance and refocus firms (White, 2006). In connection to the 

requirement of being more transparent, Axcel means that things in the industry generally take 

more time and people have to take more factors into considerations when doing things then 

they used to before. Further they mean that all of this is a natural development in today’s time 

and the PE companies are doing just as well as they did before since this development has not 

affected returns in any way.  

6.4.1.2. CSR Measures 

Our cases provide evidence of the increased focus on CSR even in the PE industry. Each of 

the case companies PE owners has signed the UN responsible investment policy, i.e. the 

policy for socially responsible investors (SRI). This policy is just like the UN global compact 

for companies and communicates that the companies that are to be invested in need to follow 

certain guidelines on CSR. It is important to the PE companies that they are perceived as 

socially responsible investors, while at the same time ensuring that the companies that they 

invest in are restructured and sold at a profit. The issues of CSR are addressed and discussed 

in the various portfolio companies, as there is an increasing focus concerning PE and CSR. 
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The PE companies have standard principles that each portfolio company are to follow, but the 

CSR also need to be specified to each company that operates in different contexts. It is the 

management of the portfolio companies that decides on which issues of CSR are to be 

addressed and implemented. Axcel, EQT and Herkules Capital state that PE companies 

generally do not interfere with this as long as the certain set standards for CSR are being 

followed, but the standard CSR measures were part of the business plan and are seen as a 

license to operate. It is clearly important to pay attention to social expectations regarding how 

the public think the company should behave. Society are ultimately the one that gives the 

company`s the license to operate, and the company are reliant on having a good reputation for 

the acceptance the community in which the company operates (Crane, 2008, p. 49). 

The portfolio companies owned by the PE funds that were subjects of the analysis in this 

thesis have always done CSR but have just now started to formalize the measures. The 

formalization process started after the PE companies took over the portfolio companies and 

the needed CSR measures has been implemented. All three companies follow the necessary 

standards of the UN global principles, and the companies have extensive CSR concerning 

their employees which are very important to the companies. 

The portfolio companies` employees are the primary resource of the process of the 

companies, and the operations rely on them. This is especially true in ISS where the 

employees perform the whole process of the product they deliver. The company focuses first 

and foremost on safety and health, and also on integrating the employees to society by 

offering them their first jobs, diversity and training, and by adding management and service 

excellence. ISS believes that these measures will improve the quality, productivity and 

customer satisfaction, and also increase job satisfaction and loyalty concerning the employees. 

This is one of the most desirable achievements, to obtain benefits through higher productivity 

by increasing employee engagement and the wanting to stay with the company, which again 

will result in higher customer satisfaction. Evidence from this is also seen in the case of Nille, 

where increased employee motivation is believed to increase sales to customers and thereby 

also increased profitability of the company. Also in Pandora the employees are very important 

since all the jewelry are hand finished by the workers so the finished product depends on the 

craftsmanship and skills of the employees, The production facilities are located in Thailand so 

everything has to be in order with the factories located there or you will not be competitive in 

this industry. Important CSR measures concerning the employees are competitive salaries, 

good working conditions and try to get them involved in the company and development. This 
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is important because the turnover needs to be very low since it is important to keep the skills 

that the employees have developed in the company. In addition, Pandora believes that by 

being socially responsible in the sourcing of gemstones, precious metals and other materials 

used in the process they achieve higher quality jewelry and genuine jewelry. The importance 

of the employees of the case companies show that stakeholders are crucial in the CSR 

measures in these companies. The company is managed in part to benefit the stakeholders of 

the company. Stakeholder theory takes into account the individuals or groups that have a stake 

in or a claim on the company, which are the stakeholders, and that to benefit these 

stakeholders are the goal of CSR (Crane, 2008). This is true to one extent, but the case 

companies believe that in taking into account the important stakeholders of the company, the 

company will receive benefits from this as well. ISS means that their CSR based on these 

important stakeholders is an investment and that the company will get more back than this 

initial investment made. This shows that human capital is not inconsistent the PE investment 

form, and it is perceived by the case companies as an important asset to the company in 

competing in each of the companies respective markets and strengthening their employees are 

seen as beneficial to the companies. 

Another important constituency affecting the portfolio companies is their customers. 

Concerning Pandora, women in particular is the company`s most important stakeholder, and 

being socially responsible and promoting gender equality is very important to Pandora. They 

are very aware of these core customers, and the company can be really damaged if some 

scandal comes out about Pandora on any social issues, so it is very conscience about how it 

deals with suppliers and factories. Still Pandora has one major problem concerning their 

suppliers; they do not have control over the independent retailers which poses concerns in 

relation to what kind of exposure that can be damaging to the company in the future. However 

the company has full control in this matter concerning their own shops and is continuously 

working on the issue of securing the issue with the independent retailers and expecting them 

to comply with the UN Global Standards. In ISS, the customers are big corporations that 

demand that ISS is socially responsible and the company is reliant on maintaining 

relationships with them in order to do business and to secure organic growth which is very 

important to ISS. These huge MNCs are like other public companies under scrutiny by the 

press and the society, and they cannot afford to lose credibility as a socially responsible 

business. ISS also demand the same from their suppliers and these suppliers also has to follow 

a list of certain set CSR standards given by ISS. In ISS` case CSR is a business requirement in 
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order to stay in business. While for Pandora, they would still be able to run their business 

even without CSR and consider CSR as something they thrive at without necessarily needing 

to go beyond the set standards for the industry. In Nille, it is crucial that the customers 

perceive their products as safe in order to sell their products. To achieve this, the company has 

set up a CSR unit in China to ensure that the suppliers are following the Supplier Code of 

Conduct, and they are also auditing the factories to be 100 percent sure. This shows that the 

stakeholders of the case companies are extremely important in order for the companies to do 

business and being able to sell their products. Some theory states that the issue of stakeholder 

governance does not coincide with the goal of maximizing shareholders returns within the 

lifespan of the investment (White, 2006), from the above evidence we can see that this is not 

the case and in order for the PE companies to create value they must take the stakeholders into 

careful consideration for the customers to buy their products/services.  

Some of the CSR measures taken by the companies are specific to the industry they operate 

in. Pandora follows the RJC principles that are a part of the standards set for the industry, 

which are suppose to reinforce the customer and stakeholder confidence in jewelry products. 

The company is not on top of all the principles but expects to be so by the end of 2012. These 

principles will provide Pandora with the highest possible industry standards, and is at the 

moment working on getting certified under all the different set principles. In the facility 

service industry where ISS operate, health and environment are important issues. ISS is to 

promote environmental responsibility and new environmental technologies, which is set to 

create value for customers and employees through increased health, safety and a more 

pleasant working environment. The company believes that even a minor change in their day-

to-day operations will have an effect on the environment due to the extensive impact such a 

huge company has. In the retail industry, the most important measure is to control the 

suppliers and manufacturers of the products bought by the company. This is why Nille 

focuses much of its CSR on the suppliers, especially since the suppliers are mainly located in 

Asia which makes CSR even more important because of the production surroundings in the 

Far East. Clearly it is important for companies to follow up on industry standards, concerning 

the ability for the company to be competitive towards other companies in their market 

segment and the possibility of these industry standards becoming law regulated, which again 

will affect the companies competitiveness and also even the ability to survive. This goes 

under the shareholder value theory where CSR is only acceptable if it is a legal requirement or 
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that it contributes to maximization of shareholder value (Crane, 2008), which in this case 

concerns both of the mentioned reasons. 

6.4.2.	Business	Model	

The business model of PE builds on an ownership structure consisting of the PE company/PE 

managers as active owners of the companies they invest in. Through this active ownership 

they are responsible for creating returns for their funds investors, which is their absolute goal. 

The goal of creating profits for the investors of the funds leads and puts pressure on the PE 

companies to pursue the corporate objective of maximizing shareholder value in order to 

increase the investors’ returns on their overall investment in the funds.  

As explained above, PE funds mainly work towards maximizing the return on the funds` 

investors, and are therefore expected to take measures that increase the profit and the 

company value. The management is heavily incentivized to reach this objective of 

maximizing shareholder value, through warrants and other upside derivatives that increases in 

value if the company`s value increases. The manager works as an agent for the shareholders, 

and is to engage in activities that are in the best interest of the shareholders (owners) and the 

company as a whole (Friedman, 1970). This would mean that the management will take 

measures as to achieve the goal of maximizing shareholder value. This typical description of 

the focus of a PE fund falls under the CSR approach shareholder value theory, which states 

that social activities are only acceptable if it is a legal requirement or that it contributes to 

maximization of shareholder (Crane, 2008). 

The evidence of the different CSR measures taken by the case companies shown above 

illustrate that PE funds take different stakeholders into consideration. It is important for the 

case companies to decide on which constituencies are most important to the company, since 

these different constituencies often have conflicting and inconsistent demands. The case 

companies in this thesis have chosen the most important constituencies for the companies to 

be competitive and to thrive at what they do. This shows that it is possible to follow the 

objective of maximizing shareholder value and also take into consideration the company`s 

different important constituencies. This is called enlightened value maximization that says 

that the company should follow the corporate objective of maximizing shareholder value, but 

also take a part of stakeholder theory on how to lead managers to think more generally and 

creatively about how to treat the different constituencies of the company, as you cannot create 
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value without good relations to the important stakeholders affecting the company (Jensen, 

2002)    

An important part of the discussion above is whether or not CSR is value creating to the 

company. As we have seen from the discussion on different CSR measures taken by the case 

companies there are different views concerning the value of these measures on the value of 

the company, but all of the case companies PE owners believes that CSR will affect the 

possibility to exit the company and thereby also the value of the company and the 

shareholders` value. We will take a closer look at this issue below.   

6.4.3.	Value	and	Exit	

Some of the CSR polities are adopted also to account for the potential future key 

constituencies/stakeholders of the PE owned companies. In other words, when the PE firms 

exit their company and this company becomes publicly listed, the new shareholders and the 

public become the key constituencies – and these constituencies probably care a lot about the 

CSR, which in turn also influences the price they will be willing to pay for the newly listed 

firm. So in order to attract SRI it is important for the PE companies to pay attention to their 

social responsibilities (Gosling & Vocht, 2007). This means that CSR is becoming 

increasingly important, not just for public companies but also private companies. It is 

important to make sure everything is done in the right way to be able to compete in the 

market, and for people to have faith in the company. Especially since consumers increasingly 

base their opinion of a business on factors like treatment of employees, community 

involvement and environmental issues (Dawkins & Lewis, 2003; in Gosling & Vocht, 2007). 

Generally, this means that a company`s reputation among the public is influenced by the CSR 

undertaken by the company (e.g. Brammer and Pavelin, 2004; Carrou, 1979; Logsdon and 

Wood, 2002; Mahon, 2002; Mahon and Wartick, 2003; Wood, 1991; in Siltaoja, 2006). Much 

CSR is needed and expected and some is even restricted under law. One of the crucial points 

of the PE model is the exit and CSR is needed in order to sell the business to new owners and 

to make a profit, as there has been a growing trend towards socially responsible investment 

practices which should have an impact on the PE industry as PE is a viable and important 

asset class for these investors (Cumming & Johan, 2006). If the company is to be become 

public the CSR becomes even more important in the process of making this happen. The 

company will now go from being a private company to being under the scrutiny and spotlight 

of the public. Pandora was sold through an IPO and had the necessary standard CSR that was 

seen as necessary for getting the company sold. CSR is argued above as a factor influencing 
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the company`s reputation; if you do not have CSR this can affect the reputation of the 

company and this can lead to lost sales (Fombrun, 1995) and thereby also limit the possibility 

to profitably exit the company. Axcel did not believe that any additional value to the company 

could come from CSR, and made only the necessary CSR implementations to make a profit 

on the sales. Pandora, which is now a public company, has a lot of work ahead of them in 

order get the company up to the level of other public companies. The company has spent 

much money on external consultants and on building up their CSR to an acceptable level for a 

company now under the scrutiny of the public. ISS on the other hand, believes that CSR is 

good for business and will create benefits that will help the company be more profitable in the 

future, and they believe that the benefits are higher than the costs. The company is already, 

even still a private company, working on creating CSR measures that will make the company 

sustainable in the future rather than just caring about the returns they will get when exiting the 

company. But also in this case ISS believes that if the company becomes public then the 

company must increase their focus on CSR as it becomes more visible and exposed to outside 

pressure. Nille shares the view on having to increase their CSR measures in the case of 

becoming a public company. As Nille is a middle sized company they will not take any 

measures until they actually do become public, as they believe that this is an investment that 

will not generate benefits or returns at this time. The above evidence indicates that there is 

inconsistency among the PE companies regarding their beliefs about the value of CSR on the 

portfolio company. The evidence from Axcel and Herkules mean the CSR measures do not 

add mid-term shareholder value, the time and money will most likely be spent on other value 

enhancing measures since the intangible value of CSR will not materialize within the lifespan 

of the investment (White, 2006), but the companies believe that potential new buyers do not 

want to buy a bad company and that the necessary CSR must be taken in order to sell the 

company. We have seen from the case of Pandora that portfolio companies when returning to 

public ownership must later address the necessary CSR and sustainability issues concerning 

the company and industry in which it operates (Black, 2007). EQT believes that preparing the 

company for public ownership is beneficial, both for selling the company to potential new 

buyers and also reaping benefits in form of increased profits due to various CSR measures for 

the company’s important stakeholders. It is argued that people`s primary attraction to a 

company is premised on the perception of a firm`s reputation, which would be determined by 

CSR action (Fombrun and Shanley, 1990; in Siltaoja, 2006). However, corporate reputation is 

multidimensional and is therefore influenced by various aspects of a company, but CSR is one 

of the dimensions of influence (Zyglidopoulos, 2001; in Siltaoja, 2006). Reputation brings in 
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customers and investors (Fombrun, 1995), and this means that reputation increases the 

possibility of increased profits.                  

6.4.4.	Part	conclusion	

The main goal of the PE companies is to maximize shareholder value, which is natural in 

keeping the company competitive in the market. The PE model is built on active ownership 

and under this underlies agency theory as the managers are incentivized to act on the behalf of 

the investors of the PE fund, and to therefore maximize their value in the fund. Even though 

this is their main objective it does not mean that they do not take any other constituencies into 

consideration when conducting their business. As seen above, several CSR measures have 

been undertaken in order to insure the company`s relationship with the several important 

constituencies of the company, as it is believed by the case companies that this is  crucial in 

insuring the profitability of the company and even to insure its survival in the industry in 

which it operates. The case companies follow or try to follow the set industry standards, 

which also are seen as having a huge impact on both the profitability, competitiveness and in 

some cases even survival. The last issue concerning CSR in the case companies is outside 

expectations, it is important for the case companies to be perceived as socially responsible in 

order to have the acceptance of the community in which the company operates and that it is 

ultimately society that gives the company the license-to-operate.   

From the above discussion we will conclude that the CSR of the case companies can be seen 

under the shareholder value theory, as most of the measures are undertaken because it is a 

legal requirement or could in the future become a legal requirement and because of the ability 

to create more value and thereby to maximize shareholder value. It is argued above that the 

case companies are concerned about complying with outside expectations to achieve the 

license to operate by society. Under the corporate social performance theory this is important, 

but the companies should show responsibility concerning social problems beyond their 

economic and legal responsibilities, and not only towards creating value (Crane, 2008). From 

the information gathered from the case companies and their respective PE owner, it can be 

seen as this concern is purely to insure the ability to profitably exiting the case company and 

thereby also the ability to maximize shareholder value.         

7.	Conclusion	
Based on the analysis conducted in this thesis, the principle conclusion is that the PE business 

model affects the CSR in the portfolio companies. Based on the information gathered from the 
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case companies and their respective PE owner, it is concluded that the concern for CSR is 

purely dependent on their concern to increase the profitability of the company and to ensure 

the ability to profitably exit the case company, and thereby also to maximize shareholder 

value; which is to maximize the investors’ return on their made investments. 

The research method used in this thesis to conduct the analysis was the case study approach, 

and it is based on a multiple case design consisting of three different case study companies 

which are three business companies owned by three different PE funds. The main form of 

data collection was through qualitative interviews with the different case companies and each 

of their respective PE owners. Other additional data is collected from secondary sources of 

public information.  

The aim of this thesis was to identify the CSR measures undertaken by the PE funds. In order 

to do this, we however first need to understand what the role of CSR is in the PE funds` 

portfolio companies. The analysis in this thesis revealed that the PE funds consider CSR as 

necessary and important, and that this is reflected through the several CSR measures 

undertaken in the portfolio companies. We can see that even though the PE portfolio 

companies are private they must consider CSR; this is especially so when they consider going 

public in the future; although they are not under the same amount of scrutiny as public 

companies. From the above analysis of the case companies, we see that the necessary CSR 

measures suited for each company are taken; the extent of the CSR measures in these 

companies is however dependent on the industry in which they operate. There are also some 

differences in the extent to which the CSR measures are undertaken. The case companies all 

believe that now days CSR effort is required because of the increased visibility when the 

company becomes public. However, the attitude towards CSR varies across the companies. 

For example, one of the case companies - The ISS is already operating in the same lines as a 

public company when it comes to CSR measures. On the other hand, Pandora (when private) 

and Nille are not up to speed on CSR when comparing them to a public company in the same 

industry. This is concluded to be because of the different beliefs of the additional 

benefits/value that CSR may bring, now or in the future. Axcel – the owner of Pandora and 

Herkules – the owner of Nille believe that conducting CSR to the necessary extent will benefit 

them when they are to sell the company; while EQT – the owner of ISS believes that having 

CSR measures beyond what is necessary will increase the value of the company both now and 

when the company is to be sold. Additional factors affecting the role of CSR in the case 

companies are public expectations and public pressure, as it is seen as important for the case 
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companies to be perceived as socially responsible in order to have the acceptance of the 

community in which the company operates. This is because it is ultimately society that gives 

the company the license-to-operate. This implies that if the case companies do not conduct the 

necessary CSR then they will incur problems running the operations of the business in 

general, and this will also affect the ability to exit/sell the company in the future.   

Further, the analysis revealed that the main factor affecting CSR in the portfolio companies is 

actually the business model of the PE owners and their need or goal to create value for their 

investors, as well as the ability to exit the portfolio company. The main goal of the PE 

companies is to maximize shareholder value. Moreover, the PE business model is built on 

active ownership and under this underlies agency theory as the managers are incentivized to 

act on the behalf of the investors of the PE fund and to therefore maximize their value in the 

fund. Even though this is their main objective it does not mean that they do not take any other 

constituencies into consideration when conducting their business. However, this concern 

seems to be (at least in some of the companies) linked to their concern for the maximization 

of firm value at the time of exit. Further, in order to generate value for their investors it is 

important to take into consideration the growing aspect of Socially Responsible investors, as 

this can limit the ability to attract capital to the funds and also limit the numbers of potential 

buyers which would decrease the chance of exiting the company at a profit. As concluded 

above, several CSR measures have been undertaken in order to insure the company`s 

relationship with the several important constituencies of the company, as it is believed by the 

case companies that this is  crucial in insuring the profitability of the company and to ensure a 

profitable exit of the company. Mainly, PE companies conduct CSR in order to increase the 

profitability of the portfolio company; whether it is believed to be obtained through increased 

engagement of the important stakeholders of the company or through the increased ability to 

profitably exit the company. Overall, the conclusion is that even though the PE funds mainly 

works in the interests of their investors, the relationship with the portfolio company`s most 

important stakeholders is crucial in achieving the goal of maximizing shareholder value, 

which is the corporate objective of the PE companies.  
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10.	Appendix	

10.1.	Interview	with	Case	Companies	

10.1.1.	Interview	with	Pandora	(VP	Group	CSR:	Claus	Teilmann	Petersen)	

General CSR in Pandora. 

Question: What measures have been taken that you think are socially responsible? 

Answer: Check out our website, there are the main activities on CSR in Pandora. We have 

had quite a growth during the last years so some aspects have been easy to control and others 

have been more difficult. Originally and still we are a jewelry manufacturer and wholesaler, 

we mean that our CSR processes concerning suppliers are state of the art in Thailand. We 

have competitive salaries, working conditions, and we really do everything we can to get 

people involved, even if you are a goldsmith or a similar position, and develop our people. 

Retail, only have 400 retail shops that are owned by us, last year we only had 200. Which are 

very few shops compared to that we are one of the biggest jewelry manufacturer in the world. 

We also sell our products to independent retailers around the world, but this is franchising and 

third party distributors. 

 

Question: Do you feel you have control over these independent retailers? 

Answer: We don’t have control for the third parties, it is very difficult. We also believe that in 

the jewelry business you have to have alright working conditions no matter what for security 

reason in order to be able to sell. We cannot control them, for many reasons, one being that 

they are external, but we can ask them to live up to the global compact principles. Many 

external partners are our business partners and we cannot demand them to act in a certain 

way, of course we try to influence them. The CSR all the way from supplier to our shops. We 

must work harder since only 400 out of 10 000 shops that sell our jewelry are under our 

control. 

 

Question: How are your CSR standards compared to standards in the industry? 

Answer: I would say our standards are top notch, when you look at suppliers to our shops. We 

have always had CSR concerning the suppliers, but just lately it’s been systematized and now 
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we have a good system. CSR came in 2010. We use external auditing, that all suppliers follow 

the standards that are expected. They know the tricks that businesses use to cheat the system. 

 

Question: What instigated it or motivated it?  

Answer: “It is in the company DNA”. The guy who started the company, Per Enevoldsen.  

When you are as big as Pandora you cannot stay out of the UN global compact, it is 

compliant, you have to, if not you get attest.  

 

Question: Do you think you have something “extra” when it comes to CSR measures? 

We have competitive salaries, good working conditions, which are not expected from you in 

the global compact. This might be “expected” from the outside, but many foreign businesses 

don’t have these standards that Pandora has.  And you can certainly run your business without 

these high standards.  

 

Question: What did you want to achieve? 

There is a risk management to it. The four levels of CSR, you can decide if you just want to 

be reactive and just comply with new laws that come, the minimum. And then you can decide 

if you want to be in compliance with industry standards. Pandora should be in compliance 

with all industry standards and should also be a bit above this level. The company is not there 

on all issues yet, but wants to achieve this. The goal, we are a company that operates to make 

money for its shareholders, we want to be in compliance with standards and push them further 

than they are today since we have serious issues with our suppliers. And it will eventually 

make people have faith in the jewelry industry, and CSR will become increasingly more 

important. We want to help the industry getting a better name, very important for us. A 

company as large as Pandora will always be criticized so we have to have our processes in 

order. Our strategy state that if we want to be the most recognized and loved jewelry company 

we must have CSR measures as an integrated part (not the main driver) to achieve this in the 

long run.  

 

Question: How and who did decide on which ones were important? 

Answer: We have the CSR committee, and they take CSR issues into discussion. We know 

what are expected of us, but we don’t have any exact guidelines, but by 2012 we should be on 

top of all guidelines of RJC. Yes we have guidelines, have to be in compliance with the 
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standards. They hired me to know what CSR measures that should be taken. RJC is our main 

guide. 

 

Question: Do the CSR have any connections to the business you conduct? 

Answer: It is extremely important, if you want to manage such a huge operation that we have 

with gemstones; you need to have suppliers that are really capable and stable. The suppliers 

have to have their things in order. Internally, the staff turnover is really low, it takes a lot of 

skills to make the jewelry, need the workers to stay.  

 

Question: Which stakeholders are critically important for the firm to achieve its mission, goal 

or strategic objectives? 

Answer: We have to recognize that a shareholder is also a stakeholder. The shareholders as 

influence on the board who make many decisions on company level. We also have our 

customers, which are the most important stakeholder. Our customers are women, socially 

conscience, with the power to buy our jewelry. They also buy organic products at the stores, 

they are very aware, these are our core customers. These customers would get really annoyed 

if for example a story on child labor came out. Main customers 25-35 with a social 

conscience. If any scandal comes up, the company can be really damaged.  

 

Question: Which of the CSR measures address the needs and interests of these stakeholders?  

Answer: Really conscience about what we do with our suppliers and our factories.  

 

Question: Are all of these voluntary? 

Answer: No it’s needed and expected, and more and more are under law.  

 

Question: The resources used for CSR, what do you think it would be used for if you didn`t 

have CSR?  

Answer: That’s a funny question, I have no idea.  

 

Question: Do you know how much you spend on CSR?  

Answer: Yes we have a budget. This is the first year’s budget. When we started the CSR 

process we bought in consultants, and had a huge budget and spent an enormous amount, so 

the budget forward will be much smaller.  
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Question: Have the CSR measures developed during the years of PE ownership? 

Answer: Making the company policy on CSR. Getting into the hands of the PE funds, we got 

order in the company (from being a family business). Enevoldsen drove the business before 

with ethics and built a jewelry empire. When PE came into the company they helped structure 

the company. CSR only started in 2010, before the IPO. They continued the process of Per 

Enevoldsen. Mainly the company joined the UN global compact and the RJC, and they made 

the CSR committee. And they hired a CSR manager 

 

Question: And when becoming public?  

Answer: I think that the global management team has an understanding of what’s to come, 

shortly after the IPO they hired me. The company management knows what they need to do, 

and a lot of work on CSR is needed after becoming a public company. We needed to make 

sure that everything was in order with the suppliers and the factories. And now we need to be 

certified, so we will be going through yet an inspection. Make a business ethics policy and 

make the reports, who are we going to audit. We have to get policies for all sorts of things.  

 

Question: What do you think are the effects of the CSR and have you measured it? 

Answer: We don’t have any measures, but we have put out the fires of our suppliers, 

developed and implemented the business ethics policy. The goal is to measure through Key 

performance indicators, so we are developing measures. See the first signs of this in the CSR 

report for 2010. Not put the plan in actions yet, and have to define the measures first. 

 

In relation to PE firm. 

Question: How was the transition from being a family-owned firm to being bought up by a 

Private equity firm?  

Answer: The firm developed to a huge company, and everybody was running around as crazy 

chickens. Per’s legacy is that he is a brilliant planner and setting up the logistics of the 

company. He needed a private equity fund to come in and take over, to professionalize the 

company. To help finding the right people to the management and finding a suitable CEO. 

And also to raise capital, that was needed for the big expansion.   

Question: Any changes happen?  
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Answer: Today we are a global company, there is a much larger paste in how we do things. 

We went from being a push company to a market pull company that is the biggest change. 

Didn’t have any marketing division before. 

 

Question: What was the role of the PE firm?  

Answer: To figure out what important processes the firm should have. Found the 

management, helped doing the strategy, structure, finance.  

 

Question: What are your thoughts on being a public company?  

Answer: The company is more controlled and its more secrecy than when it was owned by PE 

fund, you have to follow different laws on information sharing. And now we have much more 

policies, the employees have to get used to. We went from running fast to running faster. 

People respect that they now are a public company. Before they didn’t know where the 

company was going. Now we have a strategy and etc. More pressure of share prices, but 

should look more at the growth of the company and the development.  

 

10.1.2.	Interview	with	ISS	(VP	Group	CSR:	Joseph	Nazareth)		

General CSR in ISS. 

Question: What measures have been taken that you think are socially responsible? 

Answer: You have seen the report? (YES). We have always done CSR, but haven’t yet 

formalized it. In 2010 came up with a CR policy, that is integrated into our business strategy, 

which is called the ISS Way. Want to integrate CR and not just be a separate unit. Our 

business depends on our employees, and their health and safety. Identified 3 focus areas: 

integrate people to society by offering people their first job, diversity, training. ISS want to 

keep developing these 3 areas in the future. Company is human based so employees are no 1, 

but also the environment is important. Also do charitable donations. Want to develop CR at 

group level, for the whole entire company. Like global training programs, and help families of 

the people in small villages. It’s a two way street, we help them and they feel more obligated 

to stay at the firm and more motivated.   

 

Question: What instigated it or motivated it?  

Answer: Signed the global compact agreement about ten years ago, this is the standards our 

company follows and lives by. Companies needed to prove that they were socially responsible 
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and report back on what they are doing to follow these lines. It’s also good for business to be 

socially responsible, creates benefits that will help your business be profitable in the long run 

also. Customers require ISS to have CR policies, so it’s a business requirement. The CEO and 

the CFO makes the decisions on what CSR measures to implement.  

 

Question: What did you want to achieve?  

Answer: Want to tie CSR with employment engagement, which creates benefits of higher 

productivity, being more days at work (less sick days). If you show that the company is 

interested in their employees they will be more motivated and stay with the company, which 

again will come back to higher customer satisfaction. And it must be integrated into the way 

we work. Different cultures have different needs so the CSR measures must be tailored to the 

different countries to have effect. It doesn’t work to take standards from the West and put it in 

the east; something’s have to be done differently.    

 

Question: How and who did decide on which ones were important?  

Answer: Hired external consultants to find potential issues that needed attention. In 2010 we 

laid the groundwork for CSR and now we need to take the next step to being proactive and 

actually implement the measures planned and demonstrate the measures taken.  

 

Question: Do the CSR have any connections to the business you conduct? 

Answer: We are a facility management company which affects a lot of people. By looking at 

the environment even small measures can make a difference.  

 

Question: Which stakeholders are critically important for the firm to achieve its mission, 

goals or strategic objectives?  

Answer: The 3 most important: Employees, customers, suppliers, but also outside 

stakeholders like the press, NGOs, unions. 

 

Question: Which of the CSR measures address the needs and interests of these stakeholders? 

Answer: Health and safety by minimizing exposure when carrying out the work, health 

campaigns to make the employees aware of these health and safety issues, not just at work but 

also bring knowledge to their home. ISS very focused on organic growth which requires us to 

work with huge MNCs which demand that their suppliers (ISS) are socially responsible. And 



74 
 

also to our suppliers the same demands are set, have sent out demands that the suppliers must 

follow (standards) 

 

Question: Are all of these voluntary?  

Answer: From customers point of view it’s required from us. As it has developed over the 

years, it’s no longer a luxury but a business requirement.  

 

Question: The resources used for CSR, what do you think it would be used for if you didn`t 

have CSR? 

Answer: Right now we don’t have a firm amount spent on CSR, can’t tell you how much we 

actually spend because we don’t know. I believe that the benefits are higher than the 

investment spent on CSR (not a cost, but investment). Also benefits from not getting bad 

press.   

 

Question: Have the CSR measures developed during the years of PE ownership?  

Answer: I have only been here the last 15 months so don’t know if I can answer that. But I 

can tell you that only in the last 8 months that we have formalized the CSR that we have been 

doing for many years. It has probably developed during the ownership of PE companies, been 

doing more and more over the last years.   

 

Question: Think any changes will happen when becoming public?  

Answer: Probably there will be more focus on the company, more focus in Denmark 

nowadays, must follow Danish law since ISS is a company of a certain size. We will be 

looked at more by the outside, more in the public eye. Must make sure that we are complying 

with what is acceptable, and we will be much more visible. 

 

Question: Pressure from the media?  

Answer: Not yet, but it probably will come when we become one of the big public companies 

that people look at. Make sure we are on top of all important issues so not the target of bad 

press and scandals. 

 

Question: What do you think are the effects of the CSR on ISS and have you measured this?  

Answer: No measure as the firm is very infant to this area. Will also mention the investors 

that is in the group socially responsible investors, that is a big investment company in 
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Denmark, which is very conscience on what companies to invest in based on what the 

company is doing within CSR. So if investors were to buy ISS then they would of course look 

at how profitable the company is but also what CSR measures have been taken. Another 

important stakeholder is our future investors. Since we are not listed yet, has not subscribed to 

any sustainability indexes, but might be something we are planning for the future. We are still 

very young concerning CSR and this is a continuing journey, and will get to measuring in the 

future when the data are more reliable.  

 

In relation to PE firm. 

Question: How was the transition from being a public firm to being bought up by a Private 

equity firm? 

Answer: Don’t know, since wasn’t there. Don’t feel any differences from when I worked at a 

public firm in the past. 

Question: What is the role of the PE firm?  

Answer: Don’t now, not much from them at my level. The PE company invests as to socially 

responsible standards, and have guidelines as to which CSR must be undertaken, which is 

given to us to follow. PE members of responsible investment standards or something like that. 

 

10.1.3.	Interview	with	Nille	(CEO:	Pål	Wibe)	

General CSR in Nille. 

Question: What kind of measures, that you think are socially responsible, has been taken up to 

the point of the exit to BC Partners?  

Answer: We do have an unofficial policy for being socially responsible, including a detailed 

Suppliers Code of Conduct. The company demands from all suppliers that they follow this 

standard Code of Conduct. Our products that we sell are product tested, so we are sure that the 

products are safe and that they are documented to be legal in Norway. In March 2010, we put 

5 people on CSR in China to make sure that all suppliers are doing everything right, and they 

visit the facilities of these suppliers to be 100% sure. In addition, Nille`s huge resource and 

competitive strength are its employees, as in the retail business everybody can compete on 

products. We have a lot of measures contributing to the well being of the employees and open 

communication in the company. It has been a positive change for the employees after PE took 
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over; it has been more focus on the employees and their motivation. All of these CSR 

measures came after the PE buyout; the chain got much more professionalized.  

 

Question: And which measures have been taken after the ownership change? 

Answer: There have not been any drastic measures of things that have been missing, but more 

a natural transition following the development and changes in society in general.  

 

Question: What instigated or motivated the different measures? 

Answer: The main motivation behind it is to increase sales and make more money. To do this 

people have to trust our products, and also it is important to increase the motivation of the 

employees so they become more service-minded and sell more. It was much easier before, but 

now we have to focus more on CSR to increase the profitability of the company.  

 

Question: How and who did decide on which ones were important? 

Answer: PE has a set of standards regarding keeping the company clean of any discrepancies, 

so it is important that the portfolio company works on meeting these standards. In general it is 

the managers that decide on which CSR measures to take. It is also important to the owners 

that certain CSR measures are followed as more and more investors focus on the importance 

of CSR. Nille first started formulating the basic standards, and after this following up on these 

basics and see that they are met, for example through the opening of an office in China due to 

more purchasing from the Far East.  

 

Question: Is the CSR related to your firm’s stakeholders? How? 

Answer: Our most important and largest stakeholders are our customers. It is important to 

have the right CSR and doing everything the right way, this is also important in relation to the 

customers to get them to trust the products. In relation to the employees as stakeholders, the 

Nille chain is arranged in a way that ties salary to the profitability of the company. This has 

become stronger after the PE takeover. The employees also benefits from more status if Nille 

does well and is a respectable and profitable company in society.   

 

Question: Which stakeholders are critically important for the firm to achieve its mission, 

goals or strategic objectives? 
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Answer: The customers are the most important stakeholder. Overall the company has a 

triangle regarding its most important stakeholders, which consists of customers, owners and 

employees.  

 

Question: Which of the CSR measures address the needs and interests of these stakeholders? 

Answer: The owners will be exposed to less risk regarding critical issues that the company 

could be exposed to in the future. The customers are important to make a profit, so the more 

they trust our products the more we will profit from this. It is also important that the 

employees satisfy the customers and does what is needed to please the customer, if they 

manage this it is a sign that they are happy and satisfied with their job and the company as an 

employer.  

 

Question: Are all of these voluntary? 

Answer: Not everything is voluntary; the suppliers must follow the Code of Conduct. Only 90 

percent of the suppliers follow the whole standard because some of the businesses cannot 

deliver products after some of the rules of the conduct, but they follow the CSR part of the 

conduct. You can say it’s voluntary on our part but it is still not a choice we can make; you 

can say it is proactive developing after society in general. It is a much bigger risk for the 

company to wait with doing the necessary measures than being proactive before it becomes 

necessary, it is safer being able to say that everything is in order when it comes to CSR.  

 

Question: How does the CSR relate to your business objectives/strategy? (In the short/long 

term) 

Answer: It is a hygiene factor that we as a low price retail chain can obtain by showing good 

products.  

 

Question: What were the expected/realized benefits for your company of undertaking this 

CSR? 

Answer: One is being able to give the right answers when somebody is asking questions 

concerning our CSR, for example the government and other inspections. We have less risk 

and some benefits coming in form of added value as it provides safety and quality. On the 

other hand, if something was wrong in relation to our CSR then the company could risk losing 

value.  
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Question: Could the resources expended on this project have been put to greater use 

somewhere else? 

Answer: No, it is a part of running a company. We are not obsessed about how the CSR looks 

on the outside and if the customer knows about it, but more on how it really functions and on 

the substance of it. If we had been a huge company then we probably must have had a more 

public CSR policy which were much more promoted to society, this since much more focus 

and media pointed towards the company. We are a medium sized company that is a low price 

chain, so the customers would not want to pay more, and we would not break even on the 

extra investment put into a more public CSR policy. It is a possibility that we will do this 

(public policy) in the future if we thought we would make money on it, but now we have 

limited resources for CSR.   

 

Question: Do you think the CSR needs to be changed after possibly becoming a public 

company? If yes, why and how? 

Yes the CSR needs to be changed; we need a more formal CSR policy. This work will not 

start until/if we decide to go public.   

 

Question: How do you measure CSR performance? 

Answer: We do not measure CSR performance; we only have reports and numbers of CSR 

measures. 

 

In relation to PE firm. 

Question: How was the transition to being bought up by a Private equity firm (from its 

original founders)? 

Answer: The company was family owned. That the PE company bought up the company was 

critical for the improvement in CSR. The whole company was improved and the profits 

doubled. 

   

Question: How did your strategy change?  

Answer: The retail chain became modernized, and everything was changed when it came to 

what the customers saw of the company. The company became professionalized with much 

more documentation on different issues, and it made much more money and grew a lot.  
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Question: Did the focus of value creation change? Who was the most important object to 

create value for? 

Answer: The company became more focused on making investments in order to generate 

more profits, before the company did not have enough capital for these sorts of investments. 

CSR was/are also seen as one of the investments made. The main focus and goal is to create 

value for the owners, and also the founders of the company made a lot of money by selling a 

part of the company to PE.  

 

Question: What was/is the role of the PE firm in the company? 

Answer: They are very active owners, but do not interfere much in the day to day operations. 

 

Question: How do you think this kind of active ownership affects/affected Nille in any way? 

Answer: This active ownership has been an extreme factor in succeeding to modernize the 

whole chain. The company is now taken over by a second PE company that is believed to take 

the company to new heights and grow the company even more. The company is expected to 

grow in Europe, and BC Partners are more suited for this kind of growth.  

 

Question: Did the interests of the PE firm coincide with Nille`s constituencies? 

Answer: Pretty much, PE makes money on the customers and the customers buy the 

company`s products if the employees are motivated to give an extra effort to sell. PE would 

never succeed as an owner if all constituencies get what they want, and the investment must 

be worth the efforts if PE is going to invest in a company. There is a strong bond between the 

owners and management/leading employees through incentives of following the interests of 

the owners. When it comes to public companies the owners are not so visible and the 

management is more able to follow their own interests instead of the owners.  

 

10.2.	Interview	with	PE	Companies	

10.2.1.	Interview	with	Axcel	(Christian	Frigast)	

General. 

Question: What are important when making the decision to investment?  

Answer: First of all, PE companies (us for example) we typically invest in mid cap companies 

in Denmark and in Sweden. We buy these businesses and grow them out of our office in 

Denmark or Sweden. If you spoke to some of my colleagues that are investing with bigger 
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funds they would probably invest in bigger businesses. The fund has a size that relates to the 

businesses you invest in. Generally PE funds would normally invest in mature businesses (not 

venture and a proven business model, cash flow). You would like to invest as little as possible 

and borrow as much as possible, but must find the fine balance between over leverage and 

costs. We are looking at finding businesses where you believe you can make a difference, 

grow the business in different ways. The key driver is growth, and another driver is improving 

profitability that comes from income and earnings, increased margins from operation 

efficiency. The businesses we invest in can be division of a company or family-owned 

business where you want to grow the business and help with succession of the firm and find a 

professional management for the firm.  

 

Question: How would you go about after you made the decision to invest? 

Answer: Before you invest you have already made a business plan, and when you get the 

“keys” to the door then you implement and operationalize this plan, and make sure that 

management is fully committed to this plan (either new, old or both), and appoint the boards. 

We have a 100 day plan where we make sure that after the 100 days we have done most of the 

ground work, that’s the simpler version of it. As part of the business plan you think about who 

the next owners going to be, right away start thinking about the exit. Have to be sure on where 

to take the business, and make it interesting for other people to buy it.  

 

Question: What do you expect to achieve from this? 

Answer: At the end of the day our job as an investor is basically to create returns to our 

investors. So in the end, our only focus is the ability to create returns, and also being able to 

compete with other asset classes (like hedge funds).  

 

Question: Has it always been done this way? 

Answer: I believe that the business models for most players have been improved. People have 

learned a lot during the last 10-15 years in PE, and always trying to adapt and improve their 

model. In the old days it was mostly engineering and now it’s more operational efficiency. It’s 

harder now to create returns. 

 

Question: Can you tell me about a deal you have done recently?   

Answer: The most recent deal we have done is that we bought a number of companies that 

was overrating the building industry, the roofing industry. We have been consolidating a no. 
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of businesses in the Nordic area, and now we are in the process of amalgamating the 

businesses inserting a new management group and creating a very big player in the market. 

this is a new deal, where we bought one division from a big Swedish company and another 

division from a finish company, and created a new business from these two separate parts.     

 

Question: How was this deal compared to one you would have done some years ago?  

Answer: I guess in the above case we brought in management right away and put two 

businesses together in one go need a more effort to take on buying 2 at the same time. We 

have consolidated the businesses and are going to take all the operational efficiency out of 

that and grow it maybe in Northern Europe and do some add on acquisitions. It is today a 

Nordic leader, and might be a northern European leader in the future. Can develop the 

business to also produce plastic membranes and not just roofs, more products within the firm. 

 

Question: How would you compare one of your portfolio firms with a public firm?  

Answer: You can say that we don’t have to publish accounts; we do it only on a yearly basis 

while public firms do it on a quarterly basis. Must remember that we a private equity firm and 

not public equity. Even though today there is a fine line, since people expect us to 

communicate a lot. Probably also have a different agenda since public firms don’t have an 

exit, and we have life period and focus on exiting the business some day.  

 

Question: Performance is crucial in the PE industry; can you elaborate on this issue? 

Answer: Performance is return on invested capital, and in our industry if you want a 

sustainable business you need over time to produce good results, and good results are seen as 

a gross return of 25% or above. Measure on what you put in to the firm (invested money) and 

what comes out of the business when sold. 

 

 

Governance. 

Question: What is good governance, according to you?  

Answer: Good governance in general is that it’s clear who is deciding what and clear lines of 

responsibility and good communication, and in PE good governance is that it’s clear rules on 

what you do and what you don’t do which are decided in each company. We have more or 

less the same model. We have the incentive model where the management invests alongside 

the investors and a warrant system where they get an accelerated return.   
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Question: Are there any effects on the buyout company after a PE firm takes over? 

Answer: The whole purpose is that you are able to sell the business at a better shape compared 

to when you bought it. Means it should be a bigger and more profitable company, if you 

achieve this then you have done a good job.  

 

Question: What is the perceived value change of these effects?  

Answer: The returns the investors get out of the company. When it’s sold it depends on how 

the new owners run the company, but it should be possible to sustain the way its run after the 

PE firm pulls out. 

 

Strategy. 

Question: Can you tell me about your firms’ strategy? 

Answer: Is to buy businesses in Denmark and in Sweden and grow it, very simple. It is 

medium size businesses (mid cap).  In the buyout company you normally discuss which 

strategy with the management on which way to go. The key is of course the implementation 

of the strategy. 

 

Question: What do you want to achieve with this strategy?  

Answer: Building bigger and better companies. At the end of the day a strategy that gives the 

business a higher value, because our job is to create returns.  

 

Question: Does this have any effects on the people in the company? 

Answer: Every time you have an ownership change it has an effect, and it’s also important 

that in the first period you make these changes clear to people. Employees are notified of 

changes made, but only management is normally impacted. It should normally not have an 

impact on outside people or society. 

 

Question: What is your corporate objective(s)? 

Answer: To create valuable businesses, that creates returns for the investors. 

 

Shareholders (investors). 

Question: Can you elaborate on who your investors are?  
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Answers: They are institutions, national institutions, banks, family holdings, pension funds. 

Their criteria for investing is return (25 % or higher) and geography, and also have a proven 

track record.  

 

Question: Why invest in one PE fund over another PE fund?  

 Answer: We invest in different sized businesses and have different strategies. 

 

Question: How do you go about accommodating your investors` whishes/expectations? 

Answer: Simply try to buy the right businesses, which can create returns to the investors. It is 

the total return of the fund that matters, not the returns on each portfolio company.  

 

Stakeholders and outside people. 

Question: What do you think about the media attention the PE industry has gotten the last 

couple of years?  

Answer: It is very natural since PE has become a fairly big player in the capital market and 

owns a lot of companies and employs many people, and this makes its very natural that the 

press cares. The key is to find the right balance between private equity and public equity, 

many things you have to communicate and many things you don’t. Have to remember that its 

first most a private equity company. 

 

Question: Have you seen any effects of this (in the industry, your company)? 

Answer: Yes, people have to be much more aware of this when you do things and what 

impact it will have.  

 

Questions: Has this had an effect on the ability to create returns? 

Answer: No, but you have to think more on what you are doing and explain more of what you 

are doing and follow different set standards. It takes more time.  

 

CSR. 

Question: According to what you see as being socially responsible, what measures do your 

firm take or plan to take on CSR?  

Answer: We have signed off for UN global compact in all portfolio companies, next year all 

of our firms should be following these standards. 
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Question: How do you measure the performance of CSR initiatives? 

Answer: We have put certain criteria for when doing due diligence for the company, making 

sure that the buyout firm has to have certain CSR measures being followed for them to invest 

in that company. The criteria’s has a certain set of main guidelines that the PE company sticks 

to. 

 

Specifics about Pandora. 

I would like the discussion to follow a couple of general/main lines, indicated by these 

representative questions”: 

 

Question: What are your thoughts around being socially responsible and the company 

Pandora? 

Answer: Social responsibility is part of the agenda and works as a license to drive or to 

operate. In a company like that were you have sub suppliers and operate in the Far East, you 

have to make sure you do it the right way. It’s part of your license.  

 

Question: How it has evolved over the years of your ownership, and when it became public? 

Answer: Yes because you want to be a listed company. CSR has evolved as part of the 

agenda, that is as part of the business plan.  

 

Question: What do you think are the effects of the CSR on Pandora?  

Answer: The key is that if you don’t do it you have an issue, problems with getting it sold. No 

additional value or benefits except for this. 

 

 

Question: May I get back to you if I have any questions when going through the interview? 

Answer: Yes, by mail. 

10.2.2.	Interview	with	EQT	(Peter	Korsholm)	

General. 

Question: What are important when making the decision to investment?  

Answer: When we look at companies we start looking at what kind of industry they are in and 

what position they have in that industry, and then assess a management team. Our objective is 
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to find an investment story that allows us to grow the company and create value during our 

ownership. There are a lot of different parameters one looks at. 

 

Question: How would you proceed after you made the decision to invest?  

Answer: When we buy a company we immediately put in a new executive board and then 

start to work on delivering on the plan, which we would have prepared before we invested. 

Before we invest we put in a significant amount of work on how to assess what we want to do 

with the company, and once we have acquired the company we must deliver on the plan made 

and we work together with the non-executive directors and the management team to deliver 

on the plan. It could be changes in the focus, new idea projects, new regional expansions, 

outsourcing, and lots of other things. We fundamentally work with the management team in 

the companies, so it’s actually the management team in the companies that need to deliver on 

the plans, no us since we don’t interfere in the day-to-day operations, governance is pretty 

clear that the management run the company. We also have a board of directors that support 

and challenge the management team, and if we feel that the management team is not running 

the company in a pleasing way, then we rather find a new management then to interfere in 

day-to-day operations.     

 

Question: Has it always been done this way? 

Answer: it has pretty much always been done this way. 

 

Question: Can you tell me about a deal you have done recently? 

Answer: We acquired a Danish IT supplier (KMD) that delivers IT services. We spent a lot of 

time considering how we wanted to develop the business, how we wanted to grow it, and how 

we wanted to focus it. We had some industrialist working with us on that. And since we 

acquired the company in beginning 2009, and we worked in along these lines of where to take 

the business and strengthened the management theme. We have significantly grown 

profitability and the top line is also quite nice, so it’s becoming a really good company.  

 

Question: How would you compare one of your portfolio firms to a public firm? 

Answer: I think the only difference is the ownership type, our company can do things that a 

public company cant, like having higher leverage and the governance model is completely 

different, the owner is very close to the company. where in a listed company the fact that there 

is a lot of owners means that there is no owner, nobody is really influencing the governance 
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and if you are unhappy as a shareholder with the company and the board of directors you can 

sell your share, but if we are unhappy with the board of directors we change the board. It is a 

complete different approach in terms of governance.  

 

Question: Performance is crucial in the PE industry; can you elaborate on this issue? 

Answer: Performance is crucial in every industry, in general isn’t it? But obviously in our 

industry we are promising investors certain returns and are working towards delivering those 

returns. PE fund is structured that the investors have the money and whenever we find an 

investment we like to do we get the money from the investors, and when we divest the 

company we basically give the money back to the investors. So we don’t have any money, so 

when we have invested in a fund, a fund is a commitment from several investors to come with 

money, when we divest it we have to raise a new fund which realize on the performance of 

the last fund. This is basically why performance is important, since if we don’t show returns 

then we are not delivering on our promise and don’t get money for the next fund.   

 

Governance. 

Question: What is good governance, according to you?  

Answer: I think it’s important that governance in general checks and balances, so that 

everybody got a buzz. So the management has a board that challenges, pushes and supports 

them, and works with them and that are engaged. Also need to check that you have the right 

board, so you assess the right people that have the right skills for the company. On the board 

we have a mixture of industrialists from our network and also people from EQT, so typically 

in a board we would have 4 industrialists and 2 people from EQT. Basically we assess if we 

need any specific know-how, for example in KMD we found out that we needed someone 

with a better political understanding so we found a person who had been a chairman in a 

number of publically owned companies. So we work quite actively to make sure we have the 

right board. Good governance is about clear division of responsibilities and making sure that 

have proper checks and balances and structure. The board has a huge influence on the 

company. we don’t give the management team anything, we ask if the management want to 

go in and invest with us, invest alongside us with their own money, typically invest in a mix 

of ordinary shares and for example warrants with market value. So if they deliver on the plans 

they can make a lot of money, but if they don’t they can lose money. Management always has 

to invest their own money to stay in the management of the company.  
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Question: Are there any effects on the buyout company or on other constituencies after a PE 

firm takes over? 

Answer: In general you can’t say that there is an effect, but they might feel a difference since 

the strategy often changes a bit and because we have more speed on the changes and more 

value creation focus, depending on what the former ownership was. Most changes are only 

felt on management level, but can also be felt at other levels. The company develops to a 

different company when all the changes are made. Don’t think the employees in ISS who 

work as cleaners feel any difference in the company, but the clients see a difference since the 

company is able to offer bigger contracts.    

 

Strategy. 

Question: Can you tell me about your firms’ strategy? 

Answer: Have expanded to many new countries and new different funds have been 

established, and the funds are getting bigger. Strategy has been to build a stronger and more 

stable PE company. In a buyout company, the strategy have to be tailored the specific 

company and markets.  

 

Question: What do you want to achieve with this strategy/goal? 

Answer: Create returns for our investors. Our strategy in our portfolio companies are focused 

on value creation, which can come through growth, profitability improvements, repositioning 

the company like a change in product mix, and from lots of other areas.  

 

Shareholders (investors). 

Question: Can you tell me who your investors are and their expectations? 

Answer: Investors are basically institutions and family offices and private foundations in 

Denmark, these are the main investors, a pretty standard investor base. They first and 

foremost expect good returns, and a certain level of service and information, they need to get 

some documentation on the portfolio they have invested in. we spend a lot of time being 

available for them concerning questions and other things, but at the end of the day is to create 

good returns and if you do that other things are slightly less important. We are targeting a 

return of 25 percent. 

 

Question: How do you go about accommodating the investors` whishes/expectations?  

Answer: We don’t make an investment if we can’t get that amount of returns. 
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Stakeholders and outside people. 

Question: What do you think about the media attention the PE industry has gotten the last 

couple of years? 

Answer: Well I think it’s reasonable to expect a certain interest and wanting information 

about the companies we buy. But the press is very focused on the negative, I think it’s due to 

what they think we do and we spend a lot of educating them in what we actually do, but this is 

not what they are really interested in but more on getting a good story.  

 

Question: Have you seen any effects of this (in the industry, your company)? 

Answer: It has led to effects on the Danish tax regulations which have affected us, but not 

much else. And most business people understand what we do, we have worked on having a 

yearly report and being very open. We are members of DVCA and have come up with some 

guidelines concerning this. Moved quite a lot in providing information, and certainly in 

Denmark it has come far compared to other countries.  

 

CSR 

Question: According to what you see as being socially responsible, what measures do your 

firm take or plan to take on CSR? 

Answer: We have signed the UN responsible investment policy that would be like a UN 

Global Compact policy for investment companies. We make sure that these issues are being 

addressed and discussed in our portfolio companies, so it’s something that has an increasing 

focus in general and in our industry.  

 

Question: How do you measure the performance of CSR initiatives? 

Answer: Not any specific measure and can’t see how we would measure it. But in our 

portfolio companies we have the relevant policies in the typical company and industry, can’t 

have a global CSR approach. It is our responsibility that the portfolio companies have the 

relevant policies, but it is the management in the companies that is in charge of what issues to 

discuss.  

 

Specifics about ISS. 

I would like the discussion to follow a couple of general/main lines, indicated by these 

representative questions”: 
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Question: What are your thoughts around being socially responsible and the company ISS? 

Answer: Think it’s more relevant to discuss that with Joseph, but obviously a company like 

ISS CSR is super important because it’s something that are important to the employees and its 

quite a lot of them. So if we want to retain and motivate them you have to be on the forefront 

when it comes to these things.  

 

Question: Any budget on CSR? Overview of amount spent? 

Answer: No budget in the plan, and no guidelines.  

 

Question: How it has evolved over the years of your ownership, and when it becomes public? 

Answer: When it becomes public, no changes in CSR would be necessary, why would it? 

 

Question: What do you think are the effects of CSR on ISS?  

Answer: May have benefits and increase value, but is very intangible. And we want to do 

things that create value and this would not be CSR. We have CSR to retain the employees and 

motivate them, fulfill the requirements of the company`s customers and we want to fulfill the 

need of our customers, that why you need to make sure that you have something like this on 

the agenda. That the way it creates value, don’t have CSR to be nice but it makes sense 

business wise. When selling the company, I think it could influence the company negatively 

to have very poor CSR, which don’t live up to environmental permits and where the 

employees was not treated well and exposed to chemicals, corruption etc.   

I can’t believe it wasn’t until 2010 that the CSR policy process started in ISS. 

 

 

Question: May I get back to you if I have any questions when going through the interview? 

Answer: Yes. 

 

10.2.3.	Interview	with	Herkules	Capital	(Gert	Munthe)	

General. 

Question: How would you go about improving value in one of your portfolio companies?  

Answer: Look at measures for the possibility of improving growth in the companies, as 

growth is the most important component in improving value.  
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Question: What are your main concerns for achieving this? Does this make a difference in 

society? 

Answer: It is difficult, and is getting more and more difficult with time. Investments by PE 

funds in the portfolio companies only makes a small different in society, and at least no more 

than a regular public firm. 

 

Question: Has the focus shifted over the years?  

Answer: No the focus has not shifted over the years. So this has not affected the way PE does 

business. 

 

Question: What are the main differences between PE firms and public firms?  

Answer: We do certain things differently, as we have an active ownership style while public 

firms often have more of a dispersed ownership structure. We also have a different capital 

structure which focuses on financing mostly with debt and some equity, as PE see this as 

crucial in earning returns by not wasting profits by having large amounts of cash laying 

around. Since we have more debt it is less funds to lie around, so it is much more effective 

managing of capital. 

 

Governance. 

Question: What is good governance, according to you? 

Answer: Good management and a good board – most importantly keeping these two separate 

and individual so they can challenge each other. Management must be predictable and 

coherent with the board in order to make the best decisions. 

 

Question: What is the role of the investors in a Private Equity fund? 

Answer: If investors should invest in our funds their role is to identify the best suitable 

management to meet their demands concerning returns, as the management is suppose to 

work on behalf of the investors. They are limited partners and their job is to make a decision 

concerning what kind of investments they want to do.  

 

Question: How are stakeholders affected when a PE firm takes over? 

Answer: Stakeholders are not affected in any way when taken over by a PE company. No 

measures are therefore taken on this issue. 
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Question: What kind of incentives does the management team have?  

Answer: They get almost no fixed salary and are mostly paid in a percentage of profits and 

they always have to take the part of investors themselves by buying shares in the company. 

This is to ensure that they are aligned with the investors’ goal and that is the goal of 

generating returns for them. 

Question: Do your interests as a firm coincide with other constituencies in the buyout firms?  

Answer: The PE funds interests coincide well with what the other constituencies of the buyout 

firms. Everybody has an interest in building bigger, better and more effective companies. So 

everybody wants the same, even though for example the employees do not have an ownership 

share in the company.  

 

Shareholders (investors). 

Question: What are your investor’s criteria for investing in a fund?  

Answer: Most important is that they like your previous performance that is the track record of 

the funds and the company’s strategy, and then most will want to look at our CSR policy (not 

all of them). See if the necessary CSR measures are taken.  

 

Question: How much return do they usually expect? 

Answer: PE has one big drawback that is that their capital invested is illiquid, which means 

that they expect higher returns than the returns in the stock market. They want to achieve 2-3 

percent higher returns that in the stock market.  

 

Question: How do you go about reaching this expectation? 

Answer: Invests in mid cap companies in the Nordic region, specifically in Norway. These are 

companies with positive cash flow and growth potential. Follow some industries with special 

interest that we are familiar with. Growing the companies to being bigger, better and more 

profitable. Always have to consider stakeholders as they are crucial if the company would run 

or not. The company will only succeed if you have support from the majority of the other 

stakeholders. Think that the stakeholders have the same benefits if the companies grow and 

become more effective. Everybody wants to work at the best companies, so it’s important to 

show that we want to grow the companies and become one of the best.  
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Question: In recent years the share of socially responsible investors has increased, how does 

this affect the funds?  

Answer: SRI is important. Most investors would want to look at the CSR policy that will be 

used in the investments. CSR is part of doing business in today’s society. So capital retention 

is affected by CSR. That is to a certain extent of the measures that will be undertaken in order 

to limit this problem. We also have a SRI policy that we follow when we make the decision to 

invest.  

 

Stakeholders and outside people. 

Question: What do you think about the media attention the PE industry has gotten the last 

couple of years? 

Answer: It’s positive. PE, like every other firm, should focus on CSR as it gets more and 

more important to society. It should be more transparent and it should have what other firms 

in society of the same size and in the same industry have. 

 

Question: Has it affected your company in any way? 

Answer: Not really, but CSR needs to be taken into consideration. First and foremost the 

investors are the first priority.  

 

Question: Have you felt any pressure from stakeholders and other outside people to act in a 

certain way?  

Answer: No just normal attention like other firms experience. 

Question: How has all of the above affected the original way of doing business for a PE firm? 

Answer: It has not affected the way of doing business.  

 

CSR  

Question: Which measures do Herkules capital take that you think is socially responsible?  

Answer: It starts with developing the CSR framework, we have a framework which is not 

particularly long and made through judgment calls. Most important is not having a framework 

but how you use it. The framework changes constantly as the world changes. Most important 

is to see before we buy something if the company in question fits our framework and if we 

feel comfortable owning it and how the company develops. Do have a framework and an 

active approach addressing CSR issues.  
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Question: Are they voluntary?  

Answer: If we did not follow the expectations for CSR we would definitely have a problem. 

But do follow CSR framework because we choose to do so, we must not have CSR. The 

necessary measures to ensure that investors will invest with them and see what kind of CSR 

Herkules follows before they commit money in the funds. SRI is important, since if the 

investors are not satisfied with the CSR approach they will not invest their money. They have 

a policy, but it’s not written in stone. It is always changing as the world and society is always 

changing. 

 

Question: What characteristics of a PE firm can stand in the way of implementing different 

CSR measures? 

Answer: Everybody can get greedy, not a difference between PE and other companies in that 

area. It is more on which market the company are in business with, like if you move some of 

the business to Asia then you must be more aware of CSR than if you operated fully in for 

example Norway. It is not a matter of if the company is owned by PE funds since there are 

both bad PE funds and bad public companies, but more about how international the company 

is and how large it is. Nothing stands in the way of implementing CSR; it is just like a public 

company when it comes to implementing CSR. They are like every other firm in society, only 

size and industry will have an impact on CSR measures taken. 

 

Concerning the portfolio companies. 

Question: What responsibilities do you think your portfolio firms have concerning the 

society? 

Answer: You have two responsibilities, one being that you need to do your job and the other 

that the company does not do anything wrong that is damaging to society. There are very 

standard measures for the different industries. Need to have a set of guidelines and define 

what you want to do and what you want to be associated with. That means that CSR is the 

framework that you need to be inside, and the framework tells you what you can do and what 

you can’t do, so it is the CSR that influences the business model as to what is acceptable to 

do. Being seen as socially responsible by the public and society as a whole is important, this 

means having responsibility concerning not doing anything shady or illegal. Sticking to what 

is socially and legally acceptable. 

 

Question: What instigates or motivates the different CSR measures that are undertaken? 
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Answer: Expectations of society and the investors of the PE firm. Society`s perception of 

what is right and what is wrong. This can influence both profits in form of not being an 

acceptable firm to the public, and can affect the ability to attract capital. Investors will first 

look into the track record of the PE firm and on the strategy, and then most investors will 

want to see the CSR guidelines that will be used in the fund’s investment concerning the 

different portfolio companies. The company wants to be accepted and an attractive place to 

work at.  

 

Question: What do you believe are the expected/realized benefits for your company in 

undertaking CSR? 

Answer: No value enhancing benefits expect for staying with their stakeholders who is 

important to the company as a whole and the production process. Only that the company acts 

as a responsible citizen for society as a whole. 

 

Question: Could the resources spent on CSR have been put to greater use somewhere else? 

Answer: No, it’s a cost of doing business. 

 

Question: Have there been many changes to the CSR policy when it was under your 

ownership? 

Answer: The time we spend focusing on CSR has changed over the years. It is the 

management that take care of the daily operations and also that the necessary CSR is in place.  

 

Question: When you are exiting the portfolio companies, do you think the selling price is 

going to be affected by the implemented CSR?  

Answer: No. CSR will not influence it in a negative way, but don’t think it will influence it in 

a positive way either. But it will help to exit the company by having the necessary CSR 

measures needed. It’s not positive if we have it but it could be negative if we don’t have it.  

 

10.3.	Comparison	to	Peers	

10.3.1.	Signet	Jeweler	

Signet is a company that is committed to managing the social, ethical and environmental 

(SEE) risks and responsibilities facing the company. Signet's objective is to operate as a 

profitable and responsible specialty jewelry retailer, delivering increasing value to our 
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shareholders, while seeking to uphold our social, ethical and environmental principles and 

considering the interests of its other stakeholders: customers, employees, those with whom we 

do business, and society as a whole. The company believes that its success is built on the 

strength and effectiveness of its relationships with its various stakeholders, which are its 

shareholders, customers, employees and suppliers. It has a formal SEE framework with SEE 

principles and policies to be discussed by the board. The CEO of Signet is responsible that the 

set principles and policies are being followed, and the SEE committee is in charge of the 

implementation. The CEO is also a director of RJC and is board and chairman of Jewelers of 

America.  

Signet has a supplier code of conduct and policies on business integrity, health and safety, the 

environment and labor standards. This code applies to the company`s suppliers and agents 

that Signet deals directly with, and all is encourage to enforce this code in their own supply 

chain. In 2002 Signet formally adopted the Kimberley Process Certification System (KPCS), 

which is certification system for the source of uncut diamonds. Signet also played a leading 

role in establishing RJC and these principles were formed in 2005. In May 2011, the company 

was certified to meet the ethical, human rights, social and environmental standards established 

by RJC in 2008. The company is also involved in community relationship programs and 

charitable donations to a few chosen charities.  

10.3.2.	Sodexho	

The company is according to its website recognized as the leader of global sustainability in its 

market sector, and it believes that the company is the community of its clients, consumers, 

employees and shareholders and its purpose is to satisfy these stakeholders’ expectations. In 

2009, Sodexho developed “The better tomorrow plan”, which is a worldwide corporate 

citizenship roadmap for the Sodexho group, and this plan is continuously improved. This plan 

addresses three core issues: nutrition, health and wellness, local communities and 

environment. Sodexho sees its employees as the foundations of the business as it is reliant on 

its employees to produce its services and they are the ones that are in direct daily contact with 

the customers. This is why the employee’s health and safety is a core CSR measure. The 

company is also reliant on offering safe solutions in their processes that meet the needs of its 

employees as their customers increasingly expect integrated and global solutions on quality, 

health and safety, and their suppliers must also follow these solutions. Sodexho also respects 

the United Nations Universal Declaration of Human Rights and the International Labour 
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Organization principles due to the fact that it is a huge global company situated in 80 different 

countries.   

10.3.3.	Claus	Ohlson	

The company`s sustainability vision is to “commit the company`s resources to economic, 

social, environmental development that contributes to sustainable living conditions for current 

and future generations”. The company has a sustainability program that is led by a CSR 

forum, which sets goals, strategies and activities for the entire group`s CSR program and also 

monitors that these plans are reached. Claus Ohlsons` key stakeholders are customers, 

employees, shareholders, suppliers and manufacturers, and also the public. The company is in 

continuous dialog with these key stakeholders to ensure that they keep updated on the various 

expectations and demands placed on the company. In an annual customer survey, they found 

out that the most important CSR measure is preserving human rights, followed by good 

personnel policy and the environmental program.  

Since Claus Ohlson is a retail company, one of the most important CSR measures is the 

Supplier Code of Conduct. This conduct involves an effort in improving the working 

conditions and working environment in which their products are manufactured. The company 

audits all the suppliers on a regular basis, and all companies that are to supply products to 

Claus Ohlson must pass a comprehensive audit.  This is done through their CSR committee 

that is based in Shanghai, as most of their manufacturers and suppliers are located in Asia. 

Concerning the employees, the company has a lot of CSR measures; induce program to new 

employees, employee survey, continuous skill development, competitive salaries based on 

company goals and healthcare programs. The company sees the employees as their core and 

they place great emphasis on attracting and retaining the best employees that are capable of 

providing a high level of customer service. The company also tries to preserve the 

environment through focusing on goods transportation, product responsibility, energy 

consumption, waste, packaging and printed materials, and also contributing to local business 

communities in which they operate.   
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