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Abstract  

This thesis concerns the interaction between public and private in addressing sustainability 

concerns. Within the field of sustainable finance, there has been little regulation by international 

organizations (IOs), which has resulted in governance gaps and a field without formalised 

terminology or standardised processes. In response to the gaps left by IOs, multi-stakeholder and 

other private initiatives for promoting responsible investment have emerged, a leading example is 

the UN Principles for Responsible Investment. 2019 saw a growing interest in responsible 

investment from both the private and public sector, the number of UN PRI signatories reached 

2,500 while the EU Technical Expert Group on Sustainable Finance launched its first 

recommendations for an EU Taxonomy to help set a common framework for environmentally 

sustainable investments. Amongst others these indicate an increasing awareness and interest in 

regulating responsible investment to address sustainability concerns. The UN PRI is estimating 

global policy action in the coming years with the ‘Inevitable Policy Response’ by 2025. Exactly 

how states choose to enter the area is unknown, as are the consequences of states regulating an 

area with already established experts, best-practices, and traditions. And while organisations like 

the EU are hard at work, the United Kingdom is leaving the European Union and the United States 

is trying to implement policy that is against the spirit of responsible investment. The purpose of 

this thesis is to increase our understanding of how non-government actors can influence public 

global governance, and the implications of self-regulation on a global level. The thesis will focus 

on the private actors involved in global governance and adds to the increasing literature described 

the move from short-termism to purpose-driven finance. It establishes a theoretical framework 

based on the fiduciary duty, due diligence, corporate citizenship, and legitimacy that asserts the 

responsibility of institutional investors in ensuring that their assets or assets they manage do no 

harm and have no adverse human rights impacts. The analysis conduct content analysis of four 

expert interviews collected using purposive sampling. The thesis argues that private actors have 

been the primary administrator of citizens right through responsible investment due to a lack of 

public authority. Institutional investors have set up a system of different networks that all serves 

specific purposes in supporting private actors conducting and promoting responsible investment. 

The increasing presence of public authority in the global governance of responsible invest has 

created tensions as they are entering as newcomer, but with the inherent legitimacy and authority 

otherwise only given to ‘best in class’ approaches. The implications of private actors ignoring 
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ESG definitions at set by public authority due to a loss of legitimacy is something that needs to be 

studied further. Furthermore, the traditional short-term economic thinking as well as the narrow 

approach to fiduciary duty, are both incapable of uphold the principle of ‘do no harm’. For policy 

makers, the recommendations of this thesis is to build a rapport and trust with the actors, whose 

position in the global governance have long since been established. On top of this, there must be a 

legal framework to emphasise the due diligence responsibilities of investors to ensure their assets 

do no harm.  
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1 Introduction 

“It’s the mutual responsibilities of investors and corporates to promote long-term sustainable 

economic growth. Investors must accelerate business transformation for a sustainable and 

inclusive society” Hiro Mizuno, CIO of Japan’s Government Pension Investment Fund 

 

“As the world faces increasing uncertainty and distress, building an inclusive economy is more 

important than ever. And we won’t get there without transforming how we invest.” Paul Polman, 

CEO (2009-2018) of Unilever and Chair of The B Team 

 

“A company is more than an economic unit generating wealth. It fulfils human and societal 

aspirations as part of the broader social system. Performance must be measured not only on the 

return to shareholders, but also on how it achieves its environmental, social and good governance 

objectives” Davos Manifesto 2020: The Universal Purpose of a Company in the Fourth Industrial 

Revolution 

1.1 Background 

In 2004 Executive Director of the United Nations Environment Programme (UNEP) announced 

plans to create a set of neutral, global, UN-endorsed principles (Steward Redqueen, 2016). This 

marked the first time the UN directly engaged with institutional investors, it led to the launch of 

the UN-backed Principles of Responsible Investment in 2006. The PRI is widely credited with 

setting responsible investment on the global agenda of investors and policy makers (ibid).  

However, an independent evaluation of the organisation in 2016 asserted that there was still a lack 

of wide-spread implementation (Steward Redqueen, 2016). This report followed a year where the 

presence of climate change risks were asserted in the investment industry. For example, one of the 

largest asset managers, BlackRock, acknowledged in a 2015 study, the serious implications for 

possible regulatory actions on the investment industry due to climate change risks (BlackRock, 

2015). In the same year, both The World Economic Forum and the Governor of the Bank of 

England acknowledged the threat to the long-term health pf the financial industry that climate 

change poses (Carbon Tracker, 2011; Carney, 2015). Moreover, in early 2015 the Government 

Pension Fund of Norway, an institutional investor so large it is considered a universal owner with 
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than 1% of the shares in the world’s listed companies (Norges Bank, n.d.), announced that it had 

divested 40 companies working with coal-mining, tar sand, cement etc. The reason cited was the 

risk of regulation related to climate and other sustainability issues (Carrington, 2015). At COP21 

over 500 investors representing more than 25 trillion USD committed to combating climate change 

(UNFCCC, n.d.). Lastly, the 17 Sustainable Development Goals (SDGs) were adopted in late 

2015.  

The SDGs marked a shift in mentality regarding sustainability. They shifted the focus to people-

centered development, human rights, and sustainability in the global policy discussion (Gusmão 

Caiado, Leal Filho, Quelhas, Luiz de Mattos Nascimento, & Ávila, 2018). Of particular note, was 

the emphasis on role of the private sector placed through goal 17 on partnerships (Buhmann, 

Jonsson, & Fisker, 2018). The SDGs “set the global goals for society and all its stakeholders –  

including investors. (PRI, 2020). Global organisations like the PRI, the UN Global Compact, 

OECD, etc. have been working alongside smaller local multi-stakeholder initiatives, like SIF’s, for 

the promotion of responsible investment practices, and the financial and investment industry has 

seen significant change. The interest in responsible investment has grown, the number of PRI 

signatories have exceeded 2,500 representing almost US$89 trillion in assets under management 

combined. ESG investing grew to more than 30 trillion USD in 2018 (Stevens, 2019). In 2016-

2018 total assets committed by European investors to responsible investment strategies grew by 11 

pct. (The Global Sustainable Investment Alliance, 2018) and the list goes on. However, there is 

still a significant a significant need for investment to meet sustainability goals, that the public 

sector cannot bear alone (Technical Expert Group on Sustainable Finance, 2019). The EU 

estimates they need between 175 to 290 billion EUR to meet the Paris targets (Technical Expert 

Group on Sustainable Finance, 2019), and the OECD estimates a financing gap of 6.7 trillion USD 

for reaching climate change and development goals by 2030 (Thwing Eastman, Horrocks, Singh, 

& Kumar, 2018). 

1.2 The Research Area 

The UN PRI is the most ambitious initiative for promoting responsible behaviour and ensuring 

accountability in the investment industry, but while it is backed by the United Nations it is 

independent and a solely private initiative. It challenges traditional governance theories of a sole 

public authority and classic economic theories of profit-maximisation above ethics. However, this 

field might not be dominated by private authorities for long as politicians are showing increased 
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interest in the field, and how regulating the financial industry can help solve sustainability issues. 

This thesis concerns the shift towards purpose-driven finance, and the implications of self-

regulation on legitimacy. This thesis raises a legitimacy question of private actors self-regulating, 

and whether the public officials should – from a legitimacy standpoint – move into the area, as 

well as the complications of public officials entering an established sphere. 

This thesis operates in the overlap of international business (investor behaviour), global (political) 

governance, and sustainable development. 

 

The following section presents the research question and key objectives of this thesis as well as a 

note on the necessary delimitation. Section 2 discusses the theoretical framework beginning by 

defining ‘responsible investment’, for then to discuss the legal framework for responsible 

investment and due diligence, as well as present global governance theories and a framework for 

discussing legitimacy. The literature review in section 3 present current research into responsible 

investment practices, self-regulation, and global governance of multi-stakeholder initiatives. Its 

purpose is to place this thesis in gaps that the current literature has not yet addressed. Section 4 

present the research design, methodology, and philosophy of this thesis, and provides a critical 

evaluation of the methods for analysis and data collection. Following is the analysis, a deep dive 

into the responses of the four experts interviewed for this thesis. By combining responses by the 

four research participants under three thematical categories, the analysis derives a general 

understanding of the actors in the field. This understanding is then discussed against the theoretical 

Figure 1.1 



CBS – MSc IBP S103353 15/09/2020 

  Page 9 of 63 

framework in section 6. Finally, the conclusion serves as a summarisation of the findings in terms 

of the research objectives and translates the findings into specific recommendations for actors 

involved with the global governance of responsible investment going forward. Furthermore, the 

final section discusses the implications of the results and findings of the analysis and discussion 

and identifies gaps for further research to address. 

1.3 Research Question and Key Objectives 

As specified above this thesis concerns private actors self-regulating as governance of responsible 

investments, with specific focus on private initiatives and their participants – meaning the 

behaviour of private (institutional) investors engaging in purpose-driven finance and responsible 

investment practices. 

This leads to the following research question: 

 

Ø To what extend have private actors, such as institutional investors, had an impact on 
the development of global governance of responsible investment?  

 

The research question is supported by the following sub-questions: 

- What role does private actors have in governance? 

- What motivations do investors have for joining initiatives that promote responsible 
investment practices, such as the UN PRI? 

- What legitimacy do these initiatives claim? 
- What are the implications of private actors promoting responsible investment for global 

governance? 
-  

This thesis contributes to the literature by evaluating the potential of private initiatives in the 

governance of responsible investment. It addresses the following key objectives: 

- To contribute to better understanding of the behaviour and motivations of private investors 

moving towards more responsible investment practices/purpose-driven finance 

- To recognise the shift away from classic economic thinking and contribute to a better 
understanding of current trends 

- To recognise the role and potential use of private initiatives in global governance 

- To identify implications for legitimacy of private investors’ role in global governance 

 
 

 
 



CBS – MSc IBP S103353 15/09/2020 

  Page 10 of 63 

1.4 Delimitation 

This thesis focuses on private actors and in particular institutional investors. Institutional investors 

as a group holds the majority of the invested assets and they have a growing important in corporate 

governance. According to García-Meca et. al (2017) weak investor protection in Europe has led to 

the group becoming “important controlling shareholders and to take up active roles in the 

corporate governance” (García-Meca et al., 2017). Institutional investors have a substantial buying 

power and usually trade in larger volumes, and some smaller investors base their strategy on 

following or expecting the investments made by the group (MarketBeat, 2018). Institutional 

investors can have a significant impact on the economy and society in general, which is why it is 

important to understand their characteristics and motivations. While this thesis also discusses other 

actors, such as trade associations and non-governmental organisations (NGO’s), it will be in the 

context of influencing or supporting institutional investors. While understanding smaller private 

investors is also important, in particular with the growing interest in investments, this is not the 

purpose of this thesis. When this thesis refers to investors, it will refer to institutional investors, 

unless otherwise stated. 

According to the UN PRI there exists three main misconceptions on responsible investment: it 

involves a specific strategy or product, it leads to lower investment returns, it is the same as 

sustainable, ethical, impact investing etc. (UN PRI, 2020b). This research project concerns the 

governance of responsible investment, and in this touches upon what it entails and how it is 

defined. Thus, this thesis will indirectly deal with the first and last of the three misconceptions. 

However, several studies and reports showing the falsehood of the second misconception exists 

and it is not the purpose of this thesis to affirm these studies. This thesis assumes that responsible 

investment and ESG integration is not inherently a sacrifice of financial return. It is argued 

throughout the thesis that this is because responsible investment enhances risk analyses of 

investment decisions. 

Lastly, the perspective of this thesis is mostly on the EU, especially Northern Europe, and the US. 

This is due to the perspectives of the research participants and an interest in the large body of work 

that the EU has embarked on within a relatively short time-frame. This also means, that while this 

thesis acknowledges that in the human rights and corporate responsibility literature, there is a 

heavy focus on the North-South power imbalance and possible exploitation, this is not the focus 

on this thesis. 



CBS – MSc IBP S103353 15/09/2020 

  Page 11 of 63 

2 Theory  

This section establishes the theoretical framework upon which the analysis and discussion can be 

build. The research question introduces the concepts of responsible investment and investors, as 

well as global governance. This section is divided into four parts: first, section 2.1 defines the term 

‘responsible investment’, it looks to recognised definitions in order to derive commonalities and 

conceptualise a holistic interpretation of responsible investment. Section 2.2 looks at common 

responsible investment practices, these are informed decision-making and active ownership. 

Section 2.3 dives into 3 concepts for why institutional investors should utilise responsible 

investment. These are the fiduciary duty, corporate responsibility, and corporate citizenship. This 

section establishes a legal and theoretical framework for a investors’ due diligence responsibilities. 

Section 2.4 seeks to define global governance by looking at three different definitions, the concept 

of sustainable governance, and lastly different governance instruments. The last section, 2.5, 

presents legitimacy as defined by Suchman.  

2.1 Defining Responsible Investment 

Responsible investment is often used together or interchangeably with terms such as socially 

responsible investment, sustainable finance, ESG investment etc. This makes discussion difficult 

as it increases chances of misunderstandings and confusion. This section serves to set the 

definition of responsible investment in the context of this thesis. The most logical starting point is 

to look at what terminology and definitions are used by recognised organisations working in this 

field. Table 2.1.1 presents definition by Eurosif, UKSIF, the EU, and the PRI. 

 

 
Eurosif: 
 Sustainable and responsible investment (”SRI”) is a long-term oriented investment 

approach which integrates ESG factors in the research, analysis and selection process of 

securities within an investment portfolio. It combines fundamental analysis and 

engagement with an evaluation of ESG factors in order to better capture long-term returns 

for investors, and to benefit society by influencing the behaviour of companies. (Eurosif, 

2020) 

UKSIF: 
 Sustainable finance relates to investment and finance that considers environmental, social 

and governance (ESG) impacts.  
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The decision to consider ESG can be for reasons that are ethical or financial or both. The 

strategies investors use to consider ESG issues are wide ranging and depend on the level 

of positive impact an investor wants to make, if any. (UKSIF, 2020) 

EU: 
 In the EU's policy context, sustainable finance is understood as finance to support 

economic growth while reducing pressures on the environment and taking into account 

social and governance aspects. Sustainable finance also encompasses transparency on 

risks related to ESG factors that may impact the financial system, and the mitigation of 

such risks through the appropriate governance of financial and corporate actors. (The 

European Commission, n.d.) 

PRI: 
 The PRI defines responsible investment as a strategy and practice to incorporate 

environmental, social and governance (ESG) factors in investment decisions and active 

ownership. (UN PRI, 2020b) 

 

Table 2.1.1 – Definitions 

Looking at table 2.1.1 two organisations use ‘sustainable finance’ and defines it as a particular 

way to do finance that encompasses different aspects. One organisation uses ‘responsible 

investment’ and defines it as a strategy and practice, whereas the last one uses ‘sustainable and 

responsible investment’ and defines it as an investment approach. The importance of the 

incorporation or consideration of environment, social, and governance (ESG) factors in the 

definition of responsible investment or sustainable finance is apparent in the four definitions. 

Eurosif adds a long-term perspectives, the organisation holds that by integrating ESG 

considerations at every level of investment and engaging with companies, this will benefit return 

for investors and society. UKSIF holds that investors decide to consider ESG issues for either 

ethical or financial reasons, or both. The EU focuses on economic growth and the risks that ESG 

issues might pose. Lastly, the PRI holds that responsible investment is not just the consideration of 

ESG issues, but also the mitigation of those issues through active ownership. The focus of this 

thesis is investment, in particular investments made by institutional investors who consider aspects 

in their decision-making that are not inherent in traditional economic thinking. Using a term such 

as sustainable finance broadens the scope of this research project and ‘sustainable’ investment 

focuses more on the impact of the investment than the reasons behind making it. Nevertheless, 

‘responsible investment’ is not a strategy in itself, it requires other strategies to execute. In this 

thesis responsible investment is defined as the consideration of ESG issues at every level of 

financial decision-making and the acknowledgement of the inherent link between society and 
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investment. It refers to a particular mind-set or way of thinking and not a strategy in itself. A long-

term perspective is essential to responsible investment as many risk-factors are long-term and 

potential impact can be difficult to see in the short-term, for example looking at climate. Short-

termism undermines long-term performance and provides to narrow a lens to properly analyse 

potential investments. 

2.2 Ways to do Responsible Investment 

As the above paragraph outlined, responsible investment is not a strategy in itself, but a way to 

think of investments. This paragraph will briefly outline some of the strategies that institutional 

investors use when conducting responsible investment. The different strategies can broadly be split 

into two categories: informed decision-making and active ownership. 

2.2.1 Informed Decision-Making 

Under this categories lies strategies that incorporate a responsible investment mindset into the 

decision-making process. For example, ‘ESG-integration’ often refer to an investment strategy, 

where ESG-factors are considered at every level of decision-making. There exists several 

definitions of ESG and ESG-investment strategy, but considering that ESG is a term coined by the 

PRI (Steward Redqueen, 2016), this thesis will lean on the PRI’s definition of ESG-integration. A 

portfolio is systematically assessed for exposure to particular ESG factors to manage risks and 

improve returns (UN PRI, 2020b). The approach is a way to align investor interests and “broader 

objectives of society” (UN PRI, 2013). ESG-integration is seen as the core of responsible 

investment (Wood, 2015), it is a holistic approach that leads to better informed investment 

decisions. According to the PRI, ESG-integration is one of three approaches investors can choose, 

when incorporating ESG factors in their decision-making (UN PRI, 2019). The second is 

screening, one of the earliest responsible investment strategies – and one of the key strategies by 

PRI signatories (Belsom & Wearmouth, 2020). Screening uses a specified set of filters when 

assessing which industries, companies, etc. to include in a portfolio. The filters are a set of 

particular ESG topics set out in a policy, they might be based on the investor’s ethics, fear of 

controversy, or inspired by international norms, such as OECD guidelines (Belsom & Wearmouth, 

2020). Negative screening is an exclusionary approach, certain investments are avoided based on 

the investor’s policy or allowed only to a certain percentage (UN PRI, 2020a). Positive screening, 
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on the other hand, is the active search and inclusion of ‘best-in-class’ or well-performing 

companies relative to their peers (UN PRI, 2020a). 

Investors can also choose to conduct thematic investments, where investment decisions are based 

on the invested company’s exposure to certain themes, such as cyber security, automation, 

biotechnology etc. (Hill, 2018). As opposed to other portfolios, thematic portfolios tend to include 

investments made across sectors, the only limit is the theme (University of Cambridge, 2015). 

Impact investing is a type of thematic investment, it is the choice to invest in a company based on 

their alleged positive impact on an ESG issue, while still maintaining a return (Weber, 2016). 

While ESG-integration is often seen as the core of responsible invest, to Wood (2015), the practice 

of evaluating risks and benefits by considering ESG-issues is little more than “enhanced 

investment analysis” (Wood, 2015). The above types of investment strategies are almost passive in 

nature, the strategies are focused on the criteria behind investment decisions, and while thematic 

investing, impact investing and positive screening are all proactive strategies, ESG-integration is 

overall an approach that establishes a portfolio of existing investments, and does not seek to enact 

change to the companies in the portfolio. 

2.2.2 Active Ownership 

Active ownership, or stewardship, stands as a contrast to the more passive strategies outlined 

above. It is one of the most direct ways companies can enact change and influence the companies 

they invest (The Principles for Responsible Investment, 2019). Acting as a good steward, is 

closely linked with the fiduciary duty, it is act of managing assets of one’s beneficiaries in their 

best interest, but stewardship is argued to include a level of accountability of the impact of the 

organisation (Taft, 2012). 

One approach for stewards to be active owners is through shareholder activism. Shareholder 

activism seeks to influence corporate governance and conduct in a positive direction 

(Puaschunder, 2016). It is the coordination of shareholders’ effort and employment of one’s legal 

right to propose and vote on shareholder resolutions, thus influence the company (ibid). Besides 

proposing specific shareholder resolutions, activists can use their voting rights to request 

information or policy changes. Whether or not these resolutions are binding for the company, and 

the level of majority needed is dependent on the legal framework of the country the company 

resides in. However, even ‘suggestive’ and non-binding resolutions informs the company of the 

interests of the shareholders and have the possibility of enacting change. The resolutions xan apply 
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normative pressure on the company or the other shareholders, who might not have thought about it 

before the general assembly. 

2.3 Why Invest Responsibly 

Having defined the ‘what’ and ‘how’ of responsible investment, it is time to look at the ‘why’ as 

defined by the existing literature. When looking at ‘why’ investors engage with responsible 

investment, it is necessary to look at the external frameworks in which they operate. The following 

paragraphs will look at the concept of fiduciary duty, corporate responsibility, and corporate 

citizenship. 

2.3.1 Fiduciary Duty 

The fiduciary duty is arguably one of the most important characteristics that bind institutional 

investors and their asset managers. ‘Fiduciaries’ are actors who manage the asset of investors, but 

are specifically governed by fiduciary law. The fiduciary law asserts a higher standard of conduct 

than the ‘market norm’, i.e. what a ‘normal’ asset manager is constrained by (Waitzer & Sarro, 

n.d.). Beneficiaries, or asset owners, entrust their assets in the belief that fiduciaries will act in 

their best interest. When looking at responsibilities of fiduciaries, two main are approaches often 

brought up, the ‘rational’ and the ‘reasonable’ (Lydenberg, 2014). The rational approach is an 

exclusive approach that states that fiduciaries should focus solely on financial return of the assets 

under management. The reasonable approach, however, is characterised as a holistic approach, 

because it allows fiduciaries to focus on the well-being on the beneficiary as well as future 

generations (ibid). Steve Lydenberg (2014) suggest that modern finance culture has pushed 

fiduciaries away from the reasonable approach towards the rational approach. This constrains 

fiduciaries to such a point, where they cannot fulfil their fiduciary duty, because the rational 

approach is too narrow and focused on the short-term. ‘Rational’ fiduciaries are unable to look at 

the long-term perspective of investment (Lydenberg, 2014). One of the arguments for the rational 

approach is a belief in the incompatibility of responsible investment and the fiduciary duty 

(Martin, 2009). There are two points to the counter-argument against this. The UNEP FI 

commissioned a report on the legal framework of fiduciary law. This report established that the 

fiduciary role, is compatible with responsible investment (UNEP FI, 2005). Moreover, in the 

commitment to the PRI, signatories establish that they have a long-term duty to their beneficiaries, 

and as fiduciaries they believe in the impact on investment portfolios by ESG factors. Though it is 
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important to note here, that signatories also sign, that they commit to follow the principles “where 

consistent with our fiduciary responsibilities” (PRI, n.d.) - this could imply, that if you followed 

the rational approach, you would be too constrained to actually follow the principles. 

The PRI (n.d.) cites three overlapping reasons for fiduciaries investing responsibly: materiality, 

client demand, and regulation. Materiality refers to the growing acknowledgement of ESG factors 

as inherent risk factors and its fixed place in financial material. Client demand refer to the growing 

demand amongst clients for more transparency on their investments. Lastly, regulation refer to the 

inevitable policy response and the increase in understanding of ESG consideration being integral 

to one’s fiduciary duty. 

2.3.2 Corporate Responsibility 

The question of corporate responsibility is central to human rights literature. It revolves around the 

extent to which companies have responsibilities for the context they operate in. The literature 

focuses mostly on multinational companies (MNCs) and their supply chain. This thesis sees a 

similarity between institutional investors’ investment portfolios and MNCs supply chain, and 

holds that the arguments of the human rights literature can be applied to institutional investors. 

The debates on corporate responsibility to protect against adverse human rights are often initiated 

because of disasters, and the desire to more disasters (Bellamy & Dunne, 2019). Traditionally, it 

has been the State who had the sole responsibility to protect human rights, and publicly elected 

officials have been held accountable by the public through voting (UN, 2008). However, adverse 

human rights impacts are often due to the operating activities of private actors (ibid), and with 

increasingly complex networks, structures, supply chains etc. it has become quite difficult to hold 

them accountable. This section will look at arguments in favour of companies having a 

responsibility for the human rights impacts along their supply chain as defined in the human rights 

literature. 

There are three main arguments for MNCs having a responsibility for their potential human rights 

impacts: expectation of the public, due diligence, and the resources of the companies. We live in a 

society, in which the speed and ease of which information can spread mixed with an increasingly 

aware civil society has created a business environment, where it is almost impossible to escape the 

scrutiny and shaming by public opinion (AVSI, n.d.). The public opinion and shaming can damage 

a company’s reputation, and standing with its investors, quite easily and quickly. Despite having 

the potential for creating a lot of damage, it is hard, if not impossible, to calculate and predict 
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before engaging in new activities. The UN ‘Respect, Protect and Remedy’ Framework (UN 

Framework) is a conceptual framework that establishes the corporate responsibility to ensure no 

adverse impact of their activities as well as complicity (UN, 2008). The UN framework describes 

how a company will have to face ‘the court of public opinion’ if they were to violate the norms, 

standards, and expectation of the public. A company might not have broken a law, not will face 

any legal consequences, but if they are seen to be guilty of violating public norms in the court of 

public opinion, they will lose their social license to operate (UN, 2008). If no remedy is made, the 

consumers will move on to another product, provider, company etc. and thereby financially 

harming the company. For institutional investors it could mean a loss of credibility for funds or 

charitable organisations, for banks or pension schemes it could mean loss of costumers and 

credibility when interacting with the public sector, and so on. However, should a company be 

proactive and ensure they are not engaging, nor being complicit, in adverse human rights impacts, 

this could show to be a competitive advantage (Buhmann, 2017a). This is line with the growing 

business of ESG investment, there is an interest and demand for investors being proactive. 

The UN framework also establishes the due diligence needed of a company to ensure that it meets 

its corporate responsibility. Due diligence is a process of ensuring that one’s business activities 

does not cause harm. Human rights due diligence, however, goes further than that, it seeks to not 

only uphold the ‘do no harm’-principle, but to actively identify and realise potential positive 

contributions to society (Buhmann et al., 2018). The company can benefit from human rights due 

diligence by the improvement and long-term health of their business environment in terms of 

financial stability, positive reputation amongst their peers and partners, healthy employees etc. In 

the end this can help increase profits for the company (Matten & Crane, 2005). 

Furthermore, MNCs have a unique position due to their independence and financial strength. They 

are better situated for responding quickly in terms of rectifying a situation than governments often 

are. However, here it is important to note, that whether or not to provide remedy for a potential 

adverse human rights impact, can be a prisoner’s dilemma. They can assume responsibility, rectify 

the situation and take on a potential large financial burden as well as risk affecting the expectations 

for them by the public, should something similar happen again – or they could wait for the state to 

get the resources and provide remedy. For the latter they risk being tried in the court of public 

opinion anyways, and be found in violation of it, but they might be able to get through a ‘scandal’ 

free of consequences.   
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2.3.3 Corporate Citizenship 

Corporate citizenship conceptualises the role of business within broader society (Matten & Crane, 

2005). Matten and Crane (2005) defines three views of corporate citizenship: limited, equivalent, 

and liberal. 

The limited view of corporate citizenship holds that companies engage in strategic philanthropic 

activities (ibid). Limited corporate citizens giver or protect citizenship rights normally 

administered by states in order to establish a stable social, environmental, and political 

environment, which then paves the way for a profitable business. It is motivated by self-interest 

and focuses mainly on the immediate business environment, and thus provides something for the 

local community, for example charity (ibid).  

The equivalent view is more aligned with CSR conceptions (Matten & Crane, 2005). It is often 

defined by the same aspects as CSR, but it is argued that while CSR is concerned with the social 

responsibility as an external affair, corporate citizenship suggests a view of the company as a part 

of the public culture (ibid). 

Matten and Crane (2005) see the limited and the equivalent view as rebranding of philanthropy 

and CSR, respectively. They establish an extended theoretical conceptualisation of corporate 

citizenship based on liberal citizenship (ibid). In the liberal view, the state is seen as the protector 

of civil rights, provides social rights through welfare, and constitutes the main arena for executing 

political rights. Matten and Crane (2005) argue that states enters corporate citizenship in particular 

situations where the traditional governmental agencies fails to be the administrator of rights. Firms 

becomes administrators instead of the government in three ways: 1) When governments cease to 

administer citizenship rights, 2) When governments have not yet administered citizenship rights, 

or 3) When the administration of citizenship rights is beyond the reach of the nation-state 

government (ibid). 

2.4 Global Governance   

The research objective of this thesis is to analyse the global governance of responsible investment. 

In order to do that, it is necessary to understand global governance and some of the different tools 

states can employ.    
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2.4.1 Global Governance 

Rosenau (2007) discusses the challenges of global governance in a modern world without 

centralised power. According to Rosenau (2007), authority has been disaggregated into many 

spheres of authority (SOA), and that complicates global governance. SOA exists at every level, 

and comes in varying shapes and sizes, level of activity, scope, level of formalised structure, goals 

etc. Despite their difference in capacity, they share a commonality in seeing different situations 

where they must engage in regulatory activities. The most important two characteristics on which 

SOA differ are their directives and compliance (ibid). Directives are the principles, norms, rules 

etc. of the SOA, sometimes they are informal unspoken rules, but they are often framed by some 

policy-making body though they are rarely bound by strict procedures. SOA are vulnerable to 

factional controversy and in-fighting, and their success in overcoming this is dependent on the 

level of compliance of those targeted by the directive (ibid.). 

Compliance can result from many things and it can be both conscious and unconscious. It can be 

coerced or come from norms and institutionalised habits, interdependency, promises, reframing of 

interests etc. (Rosenau, 2007). An important part of compliance is that it is not an automatic 

process, and individuals can resist compliance no matter how engrained compliance is in an 

industry or culture. This is a fundamental barrier in governability. “SOA are no more effective 

than the degree to which they can evoke the compliance of their members/supporters.” (Rosenau, 

2007, p. 90). According to Rosenau (2007), the less informal an organisation is, the harder it will 

be for them to generate compliance, and whether or not a SOA is effective depends on the 

relationship between those who govern the SOA and the ‘compliantees’.  

Philip G. Cerny (2010) translates the domestic neopluralism to the transnational arena, arguing 

that globalisation has created divergence and convergence in the global public policy process. 

Neo-pluralists, at the domestic level, state that the public policy process is an activity defined by 

the cooperation between three actors; specialised domestic politicians, interest groups, and 

bureaucrats. Cerny (2010) argues that the neo-pluralist thinking on public policy is not inherently 

limited to the domestic arena, yet it still requires a bit of adaptation to fit the reality at the 

transnational level. According to Cerny (2010), globalisation has established a system with multi-

layered webs of global governance, with multiple links between public and private institutions that 

undermine the traditional state-centric hierarchies. Thus Cerny’s (2010) pentangle adds two actors 

to the neo-pluralists’ domestic political triangle. Cerny’s pentangle consists of the transnational 
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public sector, the transnational private sector, domestic politicians, interest groups, and 

bureaucrats, where the last three domestic actors are always seen as actors with transnational links, 

and not only in a domestic sense. Global governance, meaning any global policies, agreements, or 

declarations, will all depend on the collaboration and power struggle between the five actors of 

Cerny’s pentangle (ibid.). Each of these five actors all have their own interests and goals, and the 

success of their efforts to influence the global political discourse to suit their interests depends on 

the actors’ ability to build coalitions and enact influence at multiple levels of governance. 

This diverse view is similar to Daniel Drezner’s (2014) definition on global economic governance 

as “a set of formal and informal rules that regulate the global economy”. This phrasing not only 

accepts the influence of non-state actors on global governance, but accentuates it. Both public and 

private actors can set formal regulations, guidelines, contracts etc., but global governance is also 

the normative framework that encompasses the public policy process, business practices, interest 

groups etc. (ibid).  

What the above paragraphs describe is ‘global governance’ as a multi-stakeholder policy process, 

where the policy outcome are determined by collaboration and power struggles. The way different 

actors can influence the policy process is through both formal and informal tools. Actors at 

different levels convene in various SOA, where they are governed by some formal body and 

govern those compliant to their authority. The success of SOA is determined by the level of 

compliance they can elicit. 

2.4.2 Sustainable Governance 

Having defined global governance it is necessary to look at sustainable development, and how 

sustainability is linked with governance.   

The definition of sustainable development begins with the 1987 report ‘Our Common Future’ by 

the World Commission on Environment and Development chaired by Gro Harlem Brundtland 

published the report. In the report, development is defined as being sustainable, when it can cover 

“the needs of the present without compromising the ability of future generations to meet their own 

needs” (WCED, 1987, p. 16). The report was a call on states to be the leader in ensuring 

sustainability not just domestically, but globally. For the former, the report recommended that 

governments should work to increase the mandates and strength of their environmental agencies or 

ministries, so that they have the, capacity, power, and responsibility to implement preventative 

measures instead of remedying ‘messes’ and damages after-the-fact (WCED, 1987). For the global 
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level, the report placed the primary responsibility directly on the governments for identifying, 

assessing, and reporting on global risks, which threatened to do irreversible damage (WCED, 

1987). This again asserted the leading role of states imagined by the World Commission within 

sustainable governance. This definition was limited, it built on the least common denominator in 

order to gain mass recognition (Türke, 2012). This focus in the definition led to a neglect of 

practical implementations, where the concept dissolved to reveal rhetoric covering social 

problems, though it should be noted that the definition opened up for a discussion and has been 

widely adopted (Türke, 2012). Around the new millennium, there was a loss of momentum of 

environmentalism and the focus in sustainability shifted towards a more social perspective 

(Orsato, 2009). This social lens has often been used to discuss the values a society wishes to 

maintain through development and the costs of their implementation (Türke, 2012). Despite the 

social focus, research within this field has recognised that in the public policy process, where 

states interact with private actors, they can act as an enabler or constrictor (Gulbrandsen, 2014). 

When it comes to sustainability governance, there is are wide range of instruments and tools 

available for states - and non-state actors as well. 

2.4.3 Governance instruments 

Under global governance there are many different methods for government to enact governance. 

Broadly they are split into ‘hard’ governance and ‘soft’ governance. The following sections will 

elaborate. 

The classic instrument of governance is regulation. Regulation is a ‘hard’ approach, where a public 

authority sets legally binding conditions for an industry in order regulate behaviour. Regulation is 

often divided into direct or indirect methods. Direct regulation covers methods that directly affect 

industry behaviour, such as setting targets, indicators, permits, accreditation of good performing 

industry members etc. These have a direct impact on the industry and how they are allowed to 

behave. Indirect methods are direct influence of the market conditions under which the industry 

operates, such as taxation adjusted to activity, subsidies related to ‘best behaviour’ e.g. energy 

efficiency, setting minimum mandates etc. (Ponte, 2014). Hard regulation can provide clarity of 

expected behaviour, however, the effectiveness depends on the sector specific knowledge, 

capacity, resources of the regulators (EU Commission, n.d.). Hard law is most often used at the 

domestic level, but there have been ambiguous results from states attempting to give international 

organisations hard-law, regulatory powers (Buhmann, 2017b). 
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Regulation can be done through multilateral agreements, these treaties seek to set a set of 

conditions/rights/etc. that crosses borders, but due to the involvement of several nations they are 

complex and difficult to negotiate. They are therefor often non-binding, such as the United Nations 

Framework Convention on Climate Change (UNFCCC) that sets limits on emission of greenhouse 

gasses. It is non-binding and contains no direct enforcement mechanism. It can be easier to 

develop national regulation, though it is often shaped by multilateral agreements, accordingly 

national regulation often uses direct methods of regulating and more detailed.  

A softer regulatory tool is self-regulation. Self-regulation is a situation where business and 

industry sectors collectively formulate standards, codes of conduct, establish private initiatives etc. 

that impose operating constraints on themselves, by their own initiative, and for which they hold 

the enforcing responsibility as well (EU Commission, n.d.). Within the broad header ‘self-

regulation’ lies different approaches, and these distinctions are necessary to understand when 

looking at self-regulation and legitimacy. Self-regulation can broadly be divided into three forms: 

pure, mandated, and hybrid. Pure self-regulation is when an organised group recommend specific 

behaviours to its members, this could be through codes of conduct, best practices, and/or 

externally audited standards. In this there is no influence and/or role of external actors, whether 

they are public or private. Mandated self-regulation differs from the pure in that a public authority 

mandates an industry to self-regulate, though there is no other involvement. In the last form, 

hybrid self-regulation, a public authority develops a framework of conditions, but industry 

associations specify the details of the regulation. Pure self-regulation works when the interest of 

society and the self-governing industry sectors are aligned. When this lacks, states can offer a 

source of authority and legitimacy through the mandated and hybrid form (EU Commission, n.d.). 

When public authority tries to delegate the regulating to private actors, it mostly lead to voluntary 

standards and certifications (Ponte, 2014). Global governance has seen an increase in voluntary 

programs and initiatives (Gulbrandsen, 2014). Where they have traditionally been mandated or 

state-led, pure self-regulation have increased as well. Non-governmental organisations (NGOs) 

have shifted their effort to push for voluntary programs, due to a loss of effectiveness by their 

traditional method of boycotting (Gulbrandsen, 2014). Gulbrandsen (2014) argues that in a general 

sense multi-stakeholder initiatives are perceived to be more legitimate than business-only 

programs. However, state-endorsement increase the legitimacy of the programs and contribute to 

their growth (Gulbrandsen, 2014). 
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Another business-driven instrument is the corporate social responsibility policies (CSR) and 

responsible investment policies. Firms write up a series of policies and guidelines for their own 

organisation on their (perceived) responsibilities and their initiatives, strategies, assumptions 

within sustainability. These policies go beyond already existing regulation, though they might be 

guided or required by domestic law. Often companies seek to enhance their profile as 

environmentally responsible, because companies who actively implement practices to avoid 

human rights abuse can use that as a competitive advantage (Buhmann, 2017a). The size or extent 

of the policies depends on the firm, some choose to limit themselves to local initiatives or even 

just their own internal environment, whereas others might seek to be proactive in different global 

initiatives or incorporate a notion of human rights in their CSR.  

2.5 Legitimacy 

One of the sub-questions of this research project was on the implication of self-regulation on 

legitimacy. Legitimacy is closely linked with global governance and authority. Suchman (1995) 

provides a definition of legitimacy as: Legitimacy is a generalized perception or assumption that 

the actions of an entity are desirable, proper, or appropriate within some socially constructed 

system of norms, values, beliefs, and definitions. Suchman (1995) argues that three different types 

of legitimacy exists. These three are pragmatic, normative, and cognitive. 

Pragmatic legitimacy is legitimacy through the perception of a net positive cost-benefit analysis by 

stakeholders (ibid). What this means is that actors will define something as legitimate if they 

benefit from it. It often involves direct exchanges between actors to obtain one’s self-interests. 

Pragmatic legitimacy is seen when citizens regard a government/public official as more or less 

legitimate as dependent on whether or not their policies serve one’s self-interest. 

Normative, also called moral legitimacy is legitimacy through the general/social perception of 

righteousness (Suchman, 1995). It is a social acceptance or belief in legal compliance. Actors 

regards something as legitimate if they judge that the activity is ‘the right thing to do’, and it 

therefor is based on the actors’ socially constructed value system (ibid). Normative legitimacy 

involves an active (moral) evaluation of an organisation and its actions, techniques, leaders etc. It 

shows when the general public regards a particular organisations’ activities as legitimate, because 

they seem to act in a righteous way. The normative legitimacy is dependent on the social license to 

operate. 
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Lastly, cognitive legitimacy is legitimacy through the subconscious perception of necessity or 

inevitability in meeting social expectations. Actors regard something as legitimate not by active 

evaluation/calculation, but by a subconscious acceptance that an organisation or its behaviour is 

necessary or inevitable (based on cultural account). Something is legitimate when it just ‘human 

nature’ to act that way and it is ‘unthinkable’ not to. 

3 Literature Review 

The purpose of a literature review is to set the thesis in relation to existing literature. There is little 

existing literature on the specific topic of this thesis, but several that deal with one or more aspects 

of it. A couple relevant papers and research projects have been selected in order to show a gap in 

the literature. First, the following section with present a (brief) overview of the existing literature, 

this is followed by a look at the gap, in which this thesis operates in. 

3.1 Overview of the Existing Literature 

3.1.1 Institutional investors 

Looking at the behaviour of institutional investors, a few themes are common. For example, a joint 

MSCI and OECD research asserts that there have been an increase in interest amongst institutional 

investors in allocating capital to help solve current global issues within the last couple of years 

(Thwing Eastman et al., 2018). In line with this, MSCI ESG Research have seen an increase in 

institutional investors incorporating some form of ESG, investments strategies, suggesting that 

institutional investors – as a group – is becoming more concerned with issues other than (strictly) 

financial return (ibid). The SDGs are often cited as a reason for the shift in behaviour, but 

investors also describe external influence by beneficiaries and activist campaigns. Institutional 

investors have experienced increased pressure to conduct investment in a way that help to enact 

change on behalf of social causes (Pozen, 1994). However, on the other hand, they have also 

experienced increased scrutiny and critique of their involvement in corporate governance. 

Moreover, while many institutional investors are becoming more concerned with sustainability 

issues, some report of a fear of ‘impact washing’ i.e. claiming impact and benefiting from its 

popularity without achieving attributable changes (Thwing Eastman et al., 2018) 

In contrast to the above, some research suggest that there is a lot more diversity in behaviour 

amongst institutional investors. Emma García-Meca, Felix López-Iturriaga, and Fernando 
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Tejerina-Gaite (2017), studies the impact of institutional investors on corporate finance. They find 

that there is a big difference in behaviour amongst board representatives of different institutional 

investors. This difference in argued to be due to different preferences and agendas. However, 

García-Meca et.al (2017) finds some commonality amongst industry, For example, they find that 

there is a difference in preference for financial leverage, but this difference is between actors from 

‘pressure-sensitive’ and ‘pressure-resistant’ investors. Moreover, amongst directors appointed by 

banks, there seem to be a tendency increase financial leverage and banking debt (ibid). While this 

commonality exists within specific industries, García-Meca et.al (2017) advise against the 

generalisation of institutional investors as a single uniform entity in terms of their agenda and 

incentives. This is both relating to researchers as well as policy makers (ibid). The above studies 

show, that ‘institutional investors’ is an umbrella term that covers a diverse group with different 

behaviours and preferences, however, the group may still be influenced by societal trends, external 

pressures, and thus share some characteristics. 

3.1.2 Responsible Investment 

To represent some of the literature of responsible investment on responsible investment the article 

by Sievänen et. al has been chosen (2013). The article by Sievänen et. al stemmed from two needs, 

the first was a need for coherence and consistency in global governance, and the second is a need 

for easier access to responsible investment. The article sets up an exploratory framework and looks 

to the UN PRI as having the potential to increase accessibility of responsible investment. The 

article concludes that institutional investors find the practical definition of responsible investment 

difficult rather than simple. Furthermore, the PRI can help remove impediments for pensions funds 

to do responsible investment - specifically by engaging with companies - and in turn, institutional 

investors can help correct a ‘lack of coherence in global governance’. 

Much of the existing literature on responsible investment focuses on the difficulties and challenges 

of institutional investors. There is little that looks at how investors have engaged with the global 

governance, and when there are so many challenges – why? 

3.1.3 Private Initiatives 

On private initiatives, an article by Ponte on ‘roundtabling’ in the biofuel industry provides an 

insight into the existing literature (Ponte, 2014). The article looks at the outcomes of states 

delegating social and environmental regulation to the private sector. Specifically it looks at multi-

stakeholder initiatives, as these have raised the expectations for accountability, transparency and 
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inclusiveness. The article concludes that the complex governance of roundtabling opens up for 

competition that allows for more less democratic and commercially-oriented sustainability 

certifications (Ponte, 2014). However, it also argues that NGO’s can use roundtables to apply 

normative pressure. It ends with a discussion of regulation as a way to rectify the situation. 

While there is existing literature on private initiatives, these have not yet look to the responsible 

investment industry, and tends to focus on the direct outcome of the initiative and not on the 

normative effect on the members. 

3.1.4 Legitimacy in Self-Regulation 

Wolf (2014) conducts a critical examination of the claim that private self-regulating regimes 

marks a new trend of self-constitutionalising outside the limits of the state. It concerns the 

diffusion of public authority, and to what it extent that influences the responsibility of the state to 

procure legitimacy for self-regulation (WOLF, 2014). Wolf concludes that the ultimate 

responsibility lies with the state, but when it cannot/will not, the self-regulating parties must 

establish their own legitimacy by exercising public authority. 

There is little literature on the legitimacy of responsible investors engaging in self-regulating 

activities, the studies that have been written are either theoretical or looks at other industries. 

4 Methodology 

This section outlines the methodological framework of this research project. It details the decisions 

behind the research approach, methods applied, and the analytical work. The section will conclude 

with a discussion on the potential impact of the COVID-19 crisis. 

This thesis will conduct content analysis by using expert interviews to understand the private side 

of global governance. The interviewees will be people in the industry who works with different 

areas of responsible investments. The purpose of the interview is to establish the motivations for 

these investors to engage in responsible investment, how they do it, what definitions/examples 

they are leaning against, how they view the role of private actors and public in regulating 

investment behaviour i.e. should there be a standard/definition – and who should set it. 

4.1 Philosophy of Science 
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The philosophy of science concerns the nature of ideas, idea-making and the search for the ‘truth’. 

This research project is based on a qualitative methodology, when using qualitative approaches, it 

is important to understand how the approaches differ in how they relate to the philosophy of social 

science. Where the majority of approaches and methods are used across different philosophical 

traditions, and as such are not tied to specific theoretical ideas, others are heavily grounded in 

specific traditions and theories (Eriksson & Kovalainen, 2016). If a researcher ignores the 

philosophical reflections, they risk a conflict between the theoretical framework and the execution 

of the research. Moreover, with the constant growth in knowledge and evermore research is 

conducted on the same topics, it is important to reflect on the production of knowledge, it adds 

transparency to the knowledge, claims, and interpretations of the research study (ibid). When 

outlining the general philosophy of a research project the key aspects are its epistemology, 

ontology, and methodology (ibid). Ontology concerns knowledge and ‘reality’, it is the question of 

whether there is a truth to be found (Moses & Knutsen, 2012). Most qualitative approaches share 

some form of subjectivity in their ontological assumptions, meaning that reality is dependent on 

the perceptions of the individual (Eriksson & Kovalainen, 2016). This in turn means that no two 

reality are alike, and the “truth” is dependent on its social context. Epistemology concerns the way 

that knowledge is produced and its limitations (Moses & Knutsen, 2012). Epistemologies differ on 

three key assumptions, whether or not they are ‘foundationalist’, the role of the researcher in the 

knowledge production process, and the relationship between concept and observation (Eriksson & 

Kovalainen, 2016). For the epistemologies that are foundationalist in nature, they seek to set 

criteria for the knowledge production that are reliable and permanent. Some epistemologies see the 

researcher as external to the knowledge production process i.e. an objective observer, but for those 

that oppose this, the question is just how involved the researcher is. Lastly, concept and 

observation may be separate from each other, or closely tied (ibid). Where epistemology refers to 

the philosophical reflection of how we learn knowledge, methodology is the same question, but 

from a practical view. Methodology is the procedure of the research, the methods used to study a 

given topic. It is often split between the methods of data collection and analysis.  

This research project seeks to understand other actors views and assumptions and how they are 

bound by their specific context. Being concerned with other actors’ views places this research 

project in the constructivist ‘camp’. Constructivism rejects the classical naturalist position that a 

single ‘truth’ exists, and that truth can be found, measured, and registered. The naturalist position 

origins from the natural sciences, but has been transferred to social studies (with some criticism 
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from natural sciences). The naturalist standpoint relies heavily on quantitative methods, as they 

align better with the epistemology of the philosophy. This thesis seeks to uncover a social 

phenomenon with many aspects and opinions. It would be irresponsible to assume that there is 

only one reason, one truth, as the theoretical section established that governance is an interactive 

process of different actors seeking different goals. Constructivists hold that meaning and context is 

constructed by each individual, and thus no two experiences, no two ‘worlds’ are alike. Meaning 

comes into existence through interaction with other individuals.  

The decisions made by a researcher can have a great impact on the results of a study. Transparency 

here is key – why was this data gathered, what is the purpose of the study etc. 

4.2 Bounded Rationality and Economic Man 

This thesis embraces the concept of Simon’s (1997) bounded rationality. The classic economic 

man, that makes decisions based on a narrow cost-benefit analysis s misguided ´. It assumes 

perfect knowledge, the ability and time to make a cost-benefit analysis, and reject the notion that 

all information is interpreted by the individual. Simon (1997) states that “it is impossible for the 

behaviour of a single, isolated individual to reach any high degree of rationality” (Simon, 1997, 

92). He argues three reasons for this: (1) rationality insinuates full knowledge, however, 

knowledge will always be fragmented; (2) rationality insinuates accurate anticipation of every 

possible consequence of every possible actions, but it is impossible to accurately imagine one’s 

emotions when experiencing those consequences, even if they were known before hand; and (3) 

rationality insinuates knowing all possibilities, but with a high number of possibilities the human 

imagination cannot identify them all within a short-time frame (Simon, 1997, 93-97). These sets of 

implications are what Simon identifies as ‘bounded rationality’, as humans are bound by imperfect 

information. (Simon, 1997).  

4.3 A Qualitative Research Design 

Using qualitative methods allows researchers to understand complex business-related phenomena 

in their context (Eriksson & Kovalainen, 2016). Qualitative business research can produce new 

knowledge on “how people and things work in real life”, the why behind their behaviour, and how 

to change that behaviour for the better (Eriksson & Kovalainen, 2016, p. 1). 
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Within the natural sciences it has long been the tradition to design experiments in such a way that 

one the data and/or the results are as far as removed from human bias/interference as possible. The 

data must be as ‘clean’ and ‘true’ as possible. Followers of the naturalist philosophy see science as 

the pursuit of the true truth – the one correct answer to a research puzzle – and it can be found 

through observing the Real World. These former statement refers to the ontology of the naturalist 

position and the latter to the epistemology (Moses & Knutsen, 2012). 

Social science has traditionally relied on using quantitative data, stemming from the naturalist 

position of the natural sciences, it is only in recent decades that the attitudes towards qualitative 

methods has shifted towards more legitimate views. A common way of thinking in regard to 

qualitative research approaches has been as a second phase, a way to complement quantitative 

analysis, or something to use where the results of quantitative studies remain unclear (Eriksson & 

Kovalainen, 2016). 

Qualitative and qualitative research have a high degree of internal variety, making comparisons 

between them difficult, yet there are overlapping aspects of the two that differ (ibid). Most 

qualitative approaches see reality as socially constructed, as produced and interpreted through 

social and cultural meanings. Qualitative research approaches are interested in interpreting and 

understanding the context aiming for a more holistic understanding of the studied phenomena. 

Quantitative approaches, on the other hand, are concerned with explaining, testing hypothesis, 

causality and correlation (Eriksson & Kovalainen, 2016). Silverman (in: Eriksson & Kovalainen, 

2016) states that quantitative approaches cannot “deal” with the social and cultural context of the 

studied variables. This is also why this research project cannot be done suing only quantitative 

methods, it studies four expert and their personal context and view of the industry. 

4.4 Using Expert Interviews 

This thesis uses qualitative content analysis to study expert interview. Qualitative Content 

Analysis is a study of content and meanings presented by different types of qualitative data. Its 

aim is to understand a particular issue in the social context in which it exists, to see the “big 

picture”. The qualitative data is often analysed through coding – i.e. diving the data and tagging 

the parts either by specific words or phrases, or by themes and concepts (Eriksson & Kovalainen, 

2016). Coding has the benefit of systematically categorising data, and can make it easier to 

understand and analyse, but while the researcher must try to be objective the tagging is reliant on 
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the assumptions/ideas of the tagger, and as such it makes it difficult to compare to other studies or 

recreate (Eriksson & Kovalainen, 2016). Qualitative content analysis is typically split in two types, 

the first categorises data through coding with the aim to establish a holistic description, whereas 

the second seeks to interpret the data to understand the meaning of a particular issue – this is done 

both with and without coding.  

Silverman’s (in: Eriksson & Kovalainen, 2016) typology categorise interview studies as positivist, 

emotionalist, or constructionist. The positivist interview study seeks facts. They focus on 

information questions and often asks the same questions to each respondent in order to cross-check 

the answers and find the “truth” (ibid). The emotionalist study uses interviews as a gateway to the 

respondent’s own experience. The questions focus on the experience and perception of the 

respondents, their emotions, understanding, ideologies etc. (ibid). The constructionist interview 

study is interested in the interaction between the researcher and the respondents, it seeks the 

meaning produced by the interview itself. The interviews, therefore, are designed to look like an 

everyday conversation, where the interviewer is an active participant (ibid). 

When deciding how the qualitative interviews should be constructed, there are a couple of 

different types the researcher can look to, the most common are the structured and standardised, 

guided and semi-structured, and the unstructured, informal, open and narrative interview. 

Structured and standardised interviews use the same standardised questions for every interview, 

they consist of mostly ‘what’ questions. These types of interviews are useful to collect factual 

information, reduce variety between a large pool of respondents, when the interviewer does not 

have a lot of pre-existing knowledge in a topic, or when the interviewer wants to systematically 

compare the responses (Eriksson & Kovalainen, 2016). They are restrictive in nature, and the 

usefulness of the responses rely on the interviewer as the respondent (who holds the knowledge on 

the topic) has little ability to guide the interview or present ideas new to the researcher (ibid). 

Therefore, these type of interviews can be argued to be too restrictive to be the main source of 

data. The guided and semi-structured interview has an outline of issues, but the interviews have 

variation in the order and phrasing of the questions, the questions are a mix of ‘what’ and ‘how’. 

These interviews contain some of the systematic aspect of the structured interview, but where it is 

a strength that the respondents have more flexibility to provide insight on a topic, it also means 

that the researcher loses some comparability of the data. These interviews also present a challenge 

for the researcher to ensure all topics/questions are covered in the outline and that the respondent 

answers the questions posed, without restricting the freedom of the respondent too much (ibid). 
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Lastly, the unstructured, informal, open and narrative interview might have some guiding concepts 

or questions to initiate the conversation, but the researcher allows the responses of the interviewee 

to guide the direction of the conversation. Like the guided, semi-structured interview, there are 

both ‘what’ and ‘how’ type of questions. (ibid). These interviews are beneficial when an issue 

needs to be studied in-depth and from the perspective of the interviewee. The interviews rely 

heavily on the interviewee and their interests, and as such the content is defined by the interviewee 

and the context of the conversation. The data is highly individualised and contextual, and the lack 

of pre-determined focus makes is difficult to compare. While they are likely to provide insight new 

to the researcher, the ‘success’ of the interview depends on the interviewee’s or the researcher’s 

interpersonal skills (ibid). 

Interview questions can be open or closed, open encourage more speech, give more detailed 

responses, and allow some control of the interviewee. Simple or complex, simple are easy to 

understand and answer, several simple give better answers than on complex. Neutral or leading, 

neutral questions leaves more choice for the respondent, less obvious leading questions pre-

dispositions the interviewee to answer in a typology, or with a particular focus (Eriksson & 

Kovalainen, 2016). Direct or indirect, indirect are good for sensitive questions, by leading indirect 

questions it sets the stage for direct questions on a particular sensitive topic. Primary or secondary, 

secondary “follow-up” questions allow for a more complete account and checks both parties’ 

assumptions or understandings. 

The technical aspects of how the interviews are held, recorded, and transcribed can affect the data 

– depend on the data (Eriksson & Kovalainen, 2016) Notes during the interview can interfere with 

the interview yet notes written afterwards might leave out important details (ibid). Recording holds 

legal and ethical considerations, there is heavy reliance on the equipment, and it might make the 

interviewee uncomfortable – especially with sensitive topics (ibid). How the transcription is done 

relies on the type of analysis conducted afterwards, for most business research a simple 

transcription of words and perhaps pauses is enough, but it leaves out tones, body language, and 

other cues that are important for example in discourse analysis. 

This thesis utilises expert interviews as content analysis to help explain underlying trends, 

motivations, and phenomenon that can explain a shift in behaviour amongst private actors in the 

investment industry. Using interviews is a methods with a long history in the social sciences, it can 
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have many benefits that suit the purpose of this thesis, but some common pitfalls and weaknesses 

must be made clear before ensuing to the analysis. 

When using interviews there are also some ethical consideration to be made. These consideration, 

of course, depend on the situation of the interviewees, the purpose of the research study, as well as 

the nature of the actual interviews. Interviewees might be in a sensitive situation that could be 

jeopardized by their actions and words. An example could be people working with sensitive 

information who might face reciprocation from their superiors, a more direct example is people in 

violent partnerships who could face very serious consequences as a result of the interview. 

4.5 Data Collection 

Empirical data is often divided between ‘primary’ and ‘secondary’ data. This categorisation covers 

a division between data gathered by design of the researcher for the study in question, and data 

that exists prior to the study and irrespective of the researcher’s actions (Eriksson & Kovalainen, 

2016).  

The interviews were originally supposed to be collected by snowball sampling. This means that 

the first interviewee, should have been able to help contact other potential interviewee and so on – 

like a snowball rolling down a hill gradually getting bigger and bigger. However, there was a lack 

of responses and due to the very closed nature of the initiatives, there was little possibility for this. 

The first interview was contacted through an external individual’s network, whereas the rest was 

found using purposive sampling (Eriksson & Kovalainen, 2016). Purposive sampling is good for 

expert interview, as it allows for the researcher o better plan the capabilities of their interviewees. 

The way the interviewees were identified and contacted, were by researching the field and finding 

different actors who had been a part of different working group and/or initiatives. 

Possible interviewees were contacted over e-mail, and the actual interviews were conducted over 

Skype or Microsoft Teams. In the initial emails three main themes of the interview were presented, 

these differed between each interview and were dependent on the background of the respondent. 

Before each interview an interview guide with specific questions under each theme was created, 

and the interviewees were provided with the opportunity of having the interview guide forwarded 

to them – this was done for one interview. With half of the respondents the pre-interview 

communication and interview were conducted in English with the other half in danish. The 

interviews lasted around 45 minutes to an hour, with one respondent the internet connection failed, 
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and the interview had to be pushed to another date. The interviews were recorded using an external 

recorder, transcribed using Microsoft Word, and coded in Microsoft Excel. 

Four interviews have been conducted. The interviewees provide an insight into four different 

aspects of the studied issue – governance of responsible investment – these are local “trade union” 

or private initiative, international private initiative, an evaluative company, and an institutional 

investor. 

There are only four interviews, but they are in-depth discussion. The first interview had technical 

issues and had to be split in two. The interviews have been anonymised and the transcripts are not 

provided. This is due to the sensitive topic of the calls, as the interview were related to business 

practises. The anonymisation allowed for very open calls, and the interviewees were not/seemed 

not scared or apprehensive about sharing any material, tough they did request specific things to be 

left out of any written material. Due to the sensitive nature, every interviewee except one was 

given the opportunity to comment on their presentation and the quotes used in the thesis. The one 

that was not, is because they have left the position they were contacted via, and has not left a 

referral email. The agreement hold that the interviews were recorded for the purpose to transcribe 

them, but the recording would be deleted after transcription. Transcripts can be made available 

upon request and agreement with the research participant.   

The lack of transcripts lower the transferability of this thesis, and thus some of its validity. 

However, it has increased the credibility of the research project, as the anonymous nature of the 

calls led to more open answers. 

4.5.1 Presentation of the Respondents 

Each respondent represents a different private actor in the governance of responsible investment. 

The following presentations are written with the intent to protect the privacy of the respondents, 

and are thus use vaguer language.  

Interviewee 1 represents a global initiative working for the promotion of responsible investment 

amongst private actors. They have an educational background in sustainability and have been 

working for the global initiative for 5-10 years. The interview focused on the organisation, its 

foundation and the work it does engaging with different actors. 

Interviewee 2 represents a danish institutional investor using ESG-integration throughout the 

investment decision-making process. The investor has insourced most of their responsible 
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investment work and have been part of the wider discussion on responsible investment in the 

industry. The respondent does not have an educational background in investment, but have been 

with the organisation for more than ten years. The interview focused on the investors work with 

responsible invest, attitudes in the field, possibilities and benefits of initiatives, and lastly it 

provided some insight into the danish field. 

Interviewee 3 represents a local initiative working for to support responsible investors in the 

United Kingdom and represent their interests to external actors. They had a political background 

and have been with the organisation less than five years. The interview focused on the work of the 

organisation, the attitudes and practices amongst their investors, as well as the political 

environment. 

Interviewee 4 represents a provider of responsible investment that supports institutional investors 

with integrating ESG factors into the investment decision-making as well as engage with 

problematic companies. They have an educational background in business and economics and 

almost twenty years of experience in the field, with more than five at the current company. While 

the company has a global client base, interviewee 2 was able to provide insight into the danish area 

as well. The interview focused on the changes in the industry, working as a provider of responsible 

investment, possibilities and benefits of initiatives, and lastly it provided some insight into the 

danish field. 

 

4.6 Evaluating a Qualitative Research Study 

4.6.1 The Coronavirus (COVID-19) Pandemic 

In late 2019 China experienced a cluster of pneumonia cases later discovered to be caused by a 

novel coronavirus. On January 30th 2020 the World Health Organisation (WHO) Director-General 

declared the novel corona virus outbreak a Public Health Emergency of International Concern 

(PHEIC). The novel coronavirus has had major political, economic, and social impacts on the 

global community. It is important to disclose the possible impacts the pandemic might have had on 

this thesis. These impacts can be categorised in two camps: 1) it has changed the conditions under 

which this thesis has been written, and 2) it may have impacted the data collected. For the former, 

the extensive lockdowns, quarantines, increased stress etc. may have changed this thesis more than 

what is apparent. Several interviews have been conducted over skype during lockdown, and 
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interviewees have been pressed for time. The lockdown and closing of university campus has 

changed the conditions that this thesis have been written under, and it may have affected the final 

product. For the latter, the pandemic might have had an effect on the responses by the research 

participants. Increase in stress and ‘doomsday’ news cycle might have had a subconscious effect 

on the respondent. It is important to note the context in which this thesis has been written. 

5 Analysis 

 

This section analyses the responses made by the four research participants presented in the 

methodology chapter. The purpose of this section is to recognise the underlying meanings of the 

views and assumptions presented by the research participants in the individual interviews. The 

analysis combines the participants’ individual views to a broader and more general understanding 

of the field of responsible investment. This understanding serves as the foundation on which the 

later discussion will be conducted. 

The structure of this section is based on a coding scheme that has been made by analysing each 

interview and identifying commonality in the responses. The analysis is divided into three broad 

categories and each is further divided into a couple of common themes. The three categories are: 

views on responsible investment, collaboration amongst private actors, and the political interest 

and impact. Under each category the main conclusions are summarised and the results are 

presented by theme. 

5.1 Views on responsible investment 

This category focuses on the views and narrative presented by the research participants in regard 

to the historic development of responsible investment. This include attitudes of relevant actors, 

important events, and other factors that have helped shape the area to what it is today. Looking at 

the interview data, there seems to be a common understanding of how the interest developed. The 

initial interest in responsible investment was based on ethical considerations. The interest has been 

led by a few passionate and/or curious individuals, who has acted as internal activists. These 

individuals have created an internal pressure on organisations, and mixed together with external 

pressures, the field has developed into what it is today. The following paragraphs will elaborate on 

this statement. 
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5.1.1 Change in Views on Responsible Investment 

In regard to when responsible investment began, interviewee 1 believes you need to look back to 

the 70’s and socially responsible investment in the investment and divestment in regard to 

apartheid in South Africa. In the early stages of socially responsible investment it was based on 

ethical considerations, but this have changed massively since then. One of the biggest changes has 

been the acknowledgement of ESG factors being fixed in financial material: 

“… that is a very different lens of how you think about integrating it, that it is part of your 

fiduciary duty, post the Freshfields report, and that it should be integrated into your practices and 

processes … and that’s really the genesis of the principles and ESG” (Interview2) 

This focus on ESG being a central part of one’s fiduciary duty and an inherent part of the 

investment decision-making marks a significant shift in mentality. In terms of how the industry 

has changed, interviewee 1 remarks on the number of responsible investment. In the beginning, it 

was a very small community of very passionate individuals who were advocating for responsible 

investment. They acted as: 

“very strong ambassadors and advocates for this. Very different to what it is now… ESG is a 

hugely growing business.” (Interview2) 

The actors involved with responsible investment were not companies, but passionate individuals 

who would act as internal activists. 

Interviewee 2 had a common understanding of the evolution in the views on responsible 

investment. The field was small, and few actors had any interest, and if they had it was based on 

ethical considerations. Responsible investment has shifted from being seen as separate from 

‘investment’ to ESG being an integral part of it. When asked about how responsible investment 

evolved in the organisation of interviewee 2, they shared that in the late 90’s and up until early 

2000’s the board had a policy - which was more of a set of guidelines - of ethical investments. The 

policy was mostly focused on “what we don’t want” (Interview3), but in the early 2000’s the team 

working with domestic stocks began ‘screening’ portfolios. Around the time of the financial crisis, 

there was an increase in press coverage on institutional investors’ portfolios and increased scrutiny 

from society in general. The board began to discuss it as well, and requested a report on how 

responsible investment was used in the organisation and amongst their industry peers. They had to 

look to Northern Europe and to some degree the US, as there were not that many domestic peers to 

learn from. When asked about how the development in the organisation related to broader societal 
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trends they expressed that there has been a big increase globally, and while not all have 

implemented responsible investment equally, there seems to have been a big change all around. 

For example, the smaller investors often choose to outsource investment to asset managers, but 

this ‘megatrend’ of responsible investment has influenced that field of investment as well – in 

particular in the last few years. In regard to what it has been driven by, interviewee 2 shared three 

big drivers: 

“…It is both driven by a huge demand by clients, but it is also driven by in reality becoming better 

at integrating it… I mean, you’ve gotten over some level of ‘this is completely ridiculous’-ish 

mindset, to it could really be kind of interesting to see what can you accomplish with this, 

supported by data []  Then there is definitely a bigger - what can I say - societal expectation of 

investors. So that is probably, I think what you could call a mega-trend” (Interview3) 

There have been an increase in demand by clients, an increase in external expectations, and an 

increase in knowledge and curiosity amongst the investors.  

The discussion with interviewee 3 was focused on the political atmosphere, but they had a brief 

comment on the initial years of responsible investment that was similar to the above two: the area 

began with ethical investments and only a few individuals was involved. In regard to how the 

views on responsible investment in the public sector had changed, interviewee 3 expressed a 

massive change in just the last few years. In the early days of regulating finance and investment: 

“the point of regulating finances was to prevent excessive risk taking or to protect consumers [] 

that the job of what things to invest in should be left to investors to decide that.” (Interview4) 

The attitudes have changed as politicians and public officials are becoming more interested in 

“whether or not finances align to the kind of transitions that will be necessary to meet 

sustainability objectives” (Interview4). One of the areas where this is most noticeable is climate 

change, for example based on many pension schemes investing in oil: 

“ministers are suddenly thinking ‘well, I want to ensure that citizens and workers have decent 

retirement incomes and therefore I need to make sure that the financial markets are taking into 

account the financial risks of climate change’… I think they see those two things have been 

connected, so if you get the managing risk, well then you'll will also nudge the financial system 

towards allocating more capital for towards sustainability objectives.“ (Interview4) 
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Externally, there have been a shift in mentality from responsible investment being separate from 

the investment decision-making process and up to the investors themselves, to them being 

inseparable. On top of this, it is not just responsible investment that has been linked to ‘investment 

in general’, but the financial and investment industry has been linked to society by the inherent 

risk of ESG factors. 

Lastly, interviewee 4 also described the early days as an industry that was based on negative 

screening of ‘controversial industries’ such as tobacco. If they found anything controversial – as 

defined by the company – it would be excluded and that was it, there were no engagement or 

active ownership. In the mid-2000’s there was a change in attitude: 

“…because you could see, that is what does it help that you just get a lot of information about 

there being some controversial companies if you do not do anything about it? And what use is it 

selling a company that uses child labour, then they will just continue to use child labour? I mean, 

that you will not get very far with. And it will hurt your return if you sell [] if you cut yourself off 

from investing in 2000 stocks, then you will not get a very high return.” (Interview5) 

This ‘well, what good is it’-mindset marks a change in the use and implementation of responsible 

investment. It is not just about not doing harm, but ensuring an impact of one’s responsible 

investment practices. When looking at the industry today, interviewee 4 viewed engagement as the 

most prevalent way to do responsible investment, or at least domestically. In terms of why their 

clients would be interested in doing engagement: 

“So that would be what you would hire us for, [] that something you are investing in is not that 

great, something controversial, like something climate-related that does not meet the Paris 

Agreement, then they would want to join in influencing that company,[] To become better, so they 

can continue to – not just make money of it, but also to be able to influence it in a positive 

direction.” (Interview5) 

What the interviews have shown, is that while responsible investment has existed for a while, it 

has changed immensely from a small community using negative screening based on ethical 

consideration. The attitudes slowly changed from the late 2000’s and onward, in particular within 

the last five years or so. The attitudes on implementing responsible investment, there have been an 

internal and external change. Looking internally, organisations began expressing interest in what 

could be done and the potential benefits of integration ESG factors into the investment decision-

making process. Investors began acknowledging ESG factors of financial material. Externally 
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there have been a change in expectations of investors. Responsible investment has become integral 

to long-term risk-managing and something investors should do as part of their fiduciary duty. This 

external change in attitude has become a pressure in terms of press coverage and client demand. 

Looking at how to do responsible investment, there have been a change as well. The negative 

screening is no longer enough as it cannot be sustainable on the scale at which responsible 

investment is at today. It is no longer seen as something separate from financial decision-making, 

but an integral part that must be integrated at every level. While it used to be a question of ‘who 

have you excluded?’ today it is ‘what is your impact?’. 

5.1.2 Integrating Responsible Investment 

For interviewee 2, responsible investment began being integrated into the company after the report 

was presented to the board. A small team was established to set up a responsible investment 

scheme for the organisation. This was late 2000’s and in mid-2010’s it began to really grow until 

today, where: 

“…where it is not just something – like in the old days, this was primarily something I did with my 

team, and today basically every one of my colleagues in the investment department is in some way 

involved in this work” (Interview3) 

The responsible investment team has spent significant resources on integrating ESG into every 

level of decision-making throughout the company. When discussing how responsible investment is 

used in the organisation, interviewee 2 shared that it was based on doctrines/principles. First, they 

believe that ESG integration makes sense financially – this is their ‘investment belief’. Second, as 

there is not only one way of investing, in order to integrate ESG factors into the decision-making 

process, it needs to be tailored to each investment practice. Third, knowledge-sharing must happen 

from the ESG-team to the rest of the organisation. 

“So, our entire philosophy of this, it is really that neither me nor my co-workers are the ones who 

are the big decision-makers, we are just as much facilitators for the investment-people, and have 

to help massage it into their investment work.” (Interview3) 

Lastly, they prefer active ownership: 

”People, they think that active ownership is about getting them to change opinion or direction, it 

is that, but it is really also about talking with the company, I mean that is the way you become 

smart. You are really – I mean there are countless companies that we invest in, and even though 
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we think highly of ourselves , we don’t really know that much about the world in regard to the 

companies we invest in. So that is the way that we gather real-world knowledge . by doing active 

ownership. 

When discussing dominant practices amongst their UK member-base, interviewee 3 shared: 

“certainly the majority of the [ed. pension schemes]  do outsource it to external investment 

managers or portfolio managers, but the big schemes almost always have their own internal 

inhouse portfolio management arm” (interview 4) 

The smaller investors tend to use pooled funds, and can find it very hard to enact change as they 

are not the only client in that fund. 

In terms of the integration of responsible investment, interviewee 4 has seen a major shift in how 

investors do engagement: 

“…in the beginning it was also something quite measly, something like you would just call and say 

‘hi, you have a problem, do you not?’, and they would say ‘ yeah, we probably do’, ‘okay, thank 

you for that’ and then nothing really happened, there really was no structured process. and that is 

then what has happened in the last five years, in earnest really. And so now, people have begun 

saying [] that it is not enough that you engage on continuously setting up new systems, that is 

there has to be some impact – which has sort of become the new word – it won’t do any good that 

you think you have some good policies on climate, if you continue to emit just as much CO2” 

(Interview5) 

When discussing the work of a provider of responsible investment, interviewee 4 shared five parts 

of integrating responsible investment and how they help at each step. First, they help set a policy 

and guidelines for how to be a responsible investor. Next, is the screening of portfolios and 

identification of potential investments to engage. The third part is the systematic engagement with 

problematic companies, the choice of who to engage partly depends on the potential of the 

company to change and the goals/policies of the client. Fourth, is reporting on their ESG 

integration and engagement outcomes. Lastly, they help with establishing dialogue between their 

client and the companies they invest in and/or the managers that invest for them, in order to 

influence change in behaviour and activities. 



CBS – MSc IBP S103353 15/09/2020 

  Page 41 of 63 

5.1.3 Journey Allegory 

In every interview the research participants expressed the integration of responsible investment in 

some form of a journey allegory. This journey begins with ESG policies and negative screening 

but evolves into active ownership and engagement. 

Interviewee 1 touched upon the journey allegory when discussing a potential oversaturation of 

multi-stakeholder initiatives: 

“So lots of actors are trying to do what's relevant to them and as I said - if you want to use the 

journey analogy - that people are on different parts of their responsible investment journey” 

(interview 2) 

Because responsible investment is a ‘journey’, there needs to be a focus on how to support 

investors at each stage, because a newcomer doing negative screening needs a different  type of 

support than someone grappling with engagement. 

Interviewee 2 touched upon it when asked how accessible the industry is and how easy it is to 

navigate for a newcomer:  

“There is – how should I say it? – there is a kind of kindergarten version, and then it is incredibly 

easy []  you have to have some sort of opinion on climate and fossil fuel, and then [] you need to 

figure out voting on your investments, and that is something, I think, that any consultant, that 

won’t require too high a fee, would quickly be able to tell what needs to be done in order to reach 

some – what should we call it? high school level, but then it all of a sudden becomes more 

complex if you want to go to the university, doesn’t it? And I mean, I don’t think the entry barriers 

to figure out how to be seen as someone acting responsibly are particularly high, it is probably 

more the – how to say it, the internal process, where you kind of have to, make it real, that is 

probably where I think it gets hard” (Interview 3) 

Interviewee 3 shared that a similar idea of ‘basic’ responsible investment existed amongst their 

member-base: 

“there’s the first approach, which is to consider sustainability issues when you make judgments 

about risk and investments, and that's the very kind of like basic level of doing sustainable finance 

I would say. I think, everybody regards that as like doing the minimum” (interview 4) 

Beyond this, their member-base looks to doing what the client wants, and for the newcomers they 

try to learn from their peers to go beyond the bare minimum. 



CBS – MSc IBP S103353 15/09/2020 

  Page 42 of 63 

Interviewee 4 express the journey allegory in steps that correlate to the five parts of integrating 

responsible investment as described above: 

“Yeah… it depends on where they are in their evolution in this area. For example, if [] they are in 

a beginner phase, then what they need is first,  help with figuring out how to do this, and how to 

ensure it does not get too complicated. [] the next thing they would want is to get a picture of 

‘what is it actually that we are investing in?’ and there are many who do not even know what they 

are investing in, they have others to do that right? So, they are of course interested in, well not 

getting a negative surprise, but we hope that they are also interested in being a part of influencing 

things, so that is if you are a little bit more advanced.” (Interview 5) 

5.1.4 Trends and Challenges Moving Forward 

Every research participant was asked about what challenges they are met with and the trends they 

see forming. 

Looking at challenges every research participant was specifically asked about greenwashing. For 

interviewee 1 it was touched upon in relation to whether members of multi-stakeholder initiatives 

can hurt the organisation:  

“So, in regards to damaging actions, I think some actions are sort of increasingly what would be 

considered flagrantly against the spirit of [ed. what we do] and can and will do damage to us as 

an organisation, but I think that is probably across several layers of… whether you are doing 

something which is [] effectively high fraud or something completely swindling mum-and-pop 

investors versus other things, which is more about whether you’re greenwashing by signing up 

and you’re not actually doing anything with it is just a marketing ploy. So, I think there is quite a 

variety of possible actions.” (interview 2) 

In terms of how to deal with green-washing and other harmful actions, interviewee 1 discussed 

that they had increased accountability of their members and the possibility to exclude them from 

the organisation. However, this is seen as the last resort, as they are more interested in supporting 

internal activists in a potentially ‘bad’ organisation than fully exclude them. This similar mindset 

was present with interviewee 3, when discussion how often they are contacted by marketing 

departments. Here interviewee 3 expressed that while that sometimes happened, marketing would 

only supply the membership fee, they would only meet and discuss with the responsible 

investment team. 
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For interviewee 2, it was touched upon when discussing collaborating with other investors, 

something they  do not want to do as they have had bad experience with companies being 

interested in doing ‘something’, but not wanting to supply the resources needed. Moreover, 

throughout the interview, there was an almost dismissive tone regarding investors doing the ‘bare 

minimum’. For example, this was most apparent when discussing the entry barriers to responsible 

investment: “I don’t think the entry barriers to figure out how to be seen as someone acting 

responsibly are particularly high”. This dismissive tone was also present with interviewee 4, 

though they admit it is a challenge: 

“… we never meet with greenwashing-people, because they [] cannot answer our questions, and 

when they see our agenda [] they can see ‘here we shouldn’t bring some smart-guy salesman’, I 

mean, we would stop that immediately. [] So, it is not a problem for us at all, but it is one for the 

entire industry” (Interview 5) 

What the above shows, is that all four research participant have dismissive attitudes towards 

greenwashing and those who engage in it, in the sense that they do not want to engage with it and 

will choose to exclude it if it ever affects them or their work. While they acknowledge that it 

exists, and it is a problem, the attitude towards dealing with it is to not allow it to have an impact 

on the ‘good’ work done by ‘real’ responsible investors.  

In terms of other trends, interviewee 3 shared that their member-base’s interests tended to be very 

topical, so at this moment there could be a larger focus on racial inequality for example. 

Interviewee 1 touched upon the field becoming increasingly more important and crowded, this 

leasing to a necessity to ensure ‘real world outcome’. This focus on impact is similar to what was 

expressed by interviewee 4, that what is becoming increasingly more important is to ensure and 

measure the impact of your responsible investment practices.  

Looking at challenges, interviewee 1 focused on increased diversity in their member-base as 

potentially becoming challenging. For interviewee 2, the biggest ‘headache’ was the dismissal of 

the complexity of the area by external actors. That people seek simple answers to very complex 

questions, and society does not seem to understand how complex this area really is. This lack of 

knowledge is also present in the difficulty of finding people to hire to conduct responsible 

investment. Lastly, interviewee 4 focused on globalisation, or the potential backtracking seen in 

the appointment of Donald J. Trump as president of the USA and the UK exit of the European 

Union, but also the effects of people being ‘too enthusiastic’ globalisation. In regard to the latter, 
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interviewee 4 discussed how some marginalised groups or low social classes had been overlooked 

and hit by globalisation, this is for example seen with the Yellow Vest movement in France. Due 

to this, the industry is now discussing ‘just transformation’ – the idea that whatever you do, no one 

must be overlooked or hit disproportionately by possible negative outcomes. 

5.2 Collaboration Amongst Private Actors 

This category focuses on collaborative engagement amongst institutional investors. In the 

interviews the research participants focused on a few aspects of private initiatives, specifically 

there was a focus on peer-to-peer learning and best-in class, interest in promoting responsible 

investment, trust, and the capacity or composition of members. It shows in the data that 

institutional investors join initiatives to gain knowledge and to gain legitimacy of methodology by 

promoting specific standards/strategies. In the lack of formal organisation, trust has become an 

important building block. Lastly, there is a big difference in the capacity members of initiatives 

serve, in relation to it purpose. The four beforementioned focal points are elaborated in the themes 

below. 

5.2.1 Interest in Joining Initiatives 

Why do investors join the private initiative that promote specific ways to do responsible 

investment? And why do so many exist? Looking at the former, a few points stand out in the 

interview data. First, the initial interest seems to have been rooted in a desire to meet like-minded 

individuals. On this interviewee 3 shared: 

“I think they just thought ‘well that's enough for us to have a membership association’. So, that's 

the reason it, I think, it was it was formed in a really… to kind of keeping people in touch who 

were working for different firms, who wouldn't otherwise meet and talk, so that they could talk 

about, you know, ‘we're interested in this issue or interested in that issue’, ‘I'm working on this 

particular sustainability issue’, as a way to share expertise, I think” (Interview 4) 

Similar ideas was expressed by interviewee 2 and 4, however both also put an emphasis on initial 

interest (amongst danish actors) being sparked by seeing initiatives being established abroad. They 

expressed that initiatives were established as a domino effect, a desire to have a place to discuss 

responsible investment practices, because they saw what was happening in other countries. 



CBS – MSc IBP S103353 15/09/2020 

  Page 45 of 63 

Why have newcomers then joined? On this, the research participants emphasised a desire to learn 

from the best. This is in line with the challenge brought up by interviewee 2, that this is a complex 

area and it is difficult to figure out.  

Interviewee 2 shared that a reason they had joined different initiatives were because of a desire to 

promote specific methods/standards/accounting procedures/etc. they saw benefits in using. A part 

of this is also the desire to benchmark investments against each other – how can you compare 

investors if they do not follow the same reporting frameworks? 

Moving on to look at why different initiatives exists, one of the challenges brought up by 

interviewee 1 was the increase in diversity amongst their member-base. This challenge was that 

increased diversity in for example the geographical base of their members, leads to increased 

needs for support. On this they discussed: 

“I think that [ed. we] manages - increasingly manages to sort of convene stakeholders and an 

expertise around particular issues that you might be grappling with as an organisation or 

particular issues that we think is important to shine a spotlight on.” (interview 2) 

When this broader approach of looking at common or important issues is not enough, interviewee 

1 believes that local initiatives provide something more specific that their organisation cannot. For 

example, SIF’s are local associations serving as forums or trade associations that focus on issues 

relevant to their domestic members. Essentially, multiple initiatives exists, because investors have 

multiple needs.  

In regard to, what kind of members initiatives seek it depends on the type of initiative. Interviewee 

1 shared one perspective: 

“a lot of our conversations at the start was about mainstreaming responsible investment. That 

means that it is important that there should be, particular at the start, there should be no barrier 

to entry, so you should, irrespective of size, as an organisation, irrespective of where you sit in the 

investment process, you should be thinking about responsible investment in practice” (interview 1) 

In contrast to this, interviewee 2 believes that these organisations should only seek the members 

they need, and that sometimes require exclusivity. For example, in regard to trust and perception: 

“what if, some random person suddenly stands up and says ‘this is what [ed. initiative] thinks, and 

then [ed. we] don’t really agree with it, then we are already behind on points” (interview 3). 

However, then you have initiatives like climate action 100+, where you just need all the asset 
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owners you can get, because the strength lies in numbers. For initiatives that focus on peer-to-peer 

learning having a mix is important. On this interviewee 3 shared: 

“we want a healthy mixture, because when we put on a conference we’ll get people from the 

organisations, who are newcomers to this, who could come and learn from the experts, and meet 

the experts, and network and things like that. [] we wouldn't want it to become too many 

organisations, who don't have the sort of longstanding expertise in sustainable finance, because 

the risk is that you end up with… Well, you would end up becoming… devoid of the expertise that 

they joined to learn from.” (interview 4) 

Interviewee 3 expressed that the EU might have a significant impact on the area, but with the UK 

exit from the EU, they have experienced being cut off from knowing what is being discussed 

amongst the European officials. This means for example that they cannot help preparing their 

members for inevitable policy, nor can they influence it – or at least not very effectively. They 

hope with the revival of Eurosif that they might be able to get back in the loop. What this shows is 

that collaboration amongst local initiatives can have a significant benefit. 

5.2.2 Ways to promote 

Looking at how different actors promote responsible investment, the organisation of interviewee 1 

focuses on ‘shining a spotlight’ on those doing it ‘right’. Their practices focus on best-in-class and 

peer-to-peer learning. On the legitimacy of this: 

“probably if you are at the start of the conversation, then it is legitimate, because you’re – or its 

more legitimate anyway – because [] there’s quite a lot learning from your peers… And that was 

very much the spirit of the organisation from the start that it was a sort of peer-to-peer 

networking, and learning, and understanding how respective firms were thinking about 

responsible investment and integrating it into their practices.” (Interview 2) 

The organisation has, however, increased accountability and transparency and: 

“increasingly encouraging for example asset owners to look at the reports of their respective 

investment managers or other investment managers. [] there’s an element of – I suppose peer 

assessment there” (interview 2) 

Interviewee 2 and 4 brought up the differences in initiatives and how each can help promote 

responsible investment. The forum-type initiatives help spread awareness and knowledge, whereas 

initiatives like climate action 100+ focuses on pressuring companies by representing a significant 
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pool of invested assets. Interviewee 4 and their company represents a way of promotion that 

focuses on the importance of integrating ESG into the investment decision as well as making it 

easier for the institutional investor to conduct responsible investment. 

Interviewee 3 shared that they conduct campaigns to help spread awareness and knowledge 

amongst the general public – and public officials. 

5.2.3 Trust 

The importance of trust is clear looking at the interview data. 

For interviewee 2, they touched upon the subject when asked about potential codes of conduct and 

confidentiality agreements in regard to what their members can share of their companies’ 

practices. Interviewee 2 shared that members never say that there is something they cannot share, 

but they also do not have confidentiality agreements in terms of what they can share externally. 

Their relationship with their members are based on trust:  

“you know we get members expressing views to us that they wouldn't want to say publicly 

themselves, you know, particularly when it comes to… potential risks to their business, []they get 

the sort of the benefit of that message going to government, but not in a way that is tied to them, 

because obviously, you know, they have shareholders as well and they have… they don't want to 

kind of be too public about admitting when there… when things are risks to their business.” 

(interview 3) 

For interviewee 2, trust was touched upon in relation to working with other investors – both 

directly and through initiatives. You only want to work with someone you trust, there is no use in 

working with someone you do not trust, just because it might look good. 

For interviewee 4 trust is integral to their business. For their consultant-client relationship, they try 

to instil a culture where their clients trust their competency, but also trust that ‘there are no dumb 

questions’. For their engagement with problematic companies, they shared that the work is based 

on trust – trust in their abilities, but also trust in being treated fairly. They ensure to send an 

agenda before any meeting, and they will always send a report to the company whether or not they 

wanted to meet or were helpful. Building a rapport with the problematic companies is essential to 

be able to influence them in a better direction. 

5.3 Politics of Responsible Investment 
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Looking at the politics of responsible investment a few themes are apparent in the interview data. 

These are: attitudes of the public sector, potential impact of the public sector. 

5.3.1 Attitudes of the Public Sector 

Interviewee 2 shared an increasing interest amongst politicians and public officials. Politicians 

have started to see a potential for the finance and investment industry in helping with sustainability 

goals. As mentioned above, ministers have realised the inherent link between responsible 

investment and long-term risk-managing. When asked what topics are ‘trending’, interviewee 2 

mentioned it is topical and dependent on the voter-base of the politician. 

In regard to cooperation between public and private, both interviewee 1, 2, and 4 shared that they 

have increasingly interacted and worked with with public officials. In regard to what attitudes they 

are met with and who they work with, this varies. Three policy environment were discussed, the 

UK, Denmark, and the EU. They are presented below. 

For the UK, several ministries have some sort of team working with responsible investment in a 

way that realted to their policy area, the level of interest varies. When trying to engage on 

particular topics, interviewee 3 shared that the level of openness in egaging with private actors 

depends on whether or not there already exists and interest in the particular topic they seek to 

discuss. 

For Denmark two respondants shared a common view. Similar to the UK, regulation has been split 

between different ministries and across policy areas. In the initial years, the danish government 

wanted to create their own set up, a regulatory framework unique to denmark, but mixed with a 

lack of knoweldge on the topic this only led to unhelpful guidelines and unproductice work-

groups. The guidelines were written, because ’some written output was necessary. In the last few 

years, the government has started to lean of of internatiomnal guidelines, which has been much 

more helpful for investors. In terms of, when actors engage with them, one respondant shared that 

they sought public officials expertise in translating EU regulation to a danish context. 

For the EU, there were mixed views. According to interviewee 3, the UK has historically been 

very interested in the financial regulation in the EU due to the strong financial and investment 

industry in the country. When the UK voted to leave the EU, and the public officials left workign 

groups and public positions, there were suddenly a stronger interest in regulating responsible 

investment. Interviewee 4 also remarked on the speed at which the EU it setting up regulation and 

policies on the area. In regard to the EU taxonomy, it has been a part of why the organisation of  
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Interviewee 2 is sceptical of the EU taxonomy becoming so complex and technical, that it is no 

longer usable. This being necessary in order to avoid a too simple framework to regulate 

something complex. Where interviewee 4 were generally positive about the taxonomy, they 

expressed disappointment that it could not be a global taxonomy, but hold that something is better 

than nothing.  

5.3.2 Potential Impact of the Public Sector 

When discussing the potential impact of public organisations backing initiatives, such as the UN 

backing of the UN PRI, interviewee 1 shared: 

”Yeah, I think that having the UN call for this and convene it, gave it more significance and 

limelight in the genesis period. I also think that for some European countries it really adds some 

kudos and weight to the initiative.” (Interview 2) 

On regulating responsible investment, interviewee 2 shared an apprehension related to the 

challenge of ESG integration being very complicated: 

“If things were simple, you could most definitely [] just write a law that says what to do, but it is 

my experience that when you start to dig a little, things are no longer as simple as you thought” 

(interview 3) 

Both interviewee 1 and 4 related politics and fear of regulation to helping them to promote 

responsible investment. Interviewee 4 shared the benefit of changing before regulation is 

implemented: 

“…because then you stand in a better position when regulations come, and it might also be that 

you can get a less rigid regulation [] if you behave responsibly” (Interview 5) 

Interviewee 3 brought up a tension between investment managers wanting to do responsible 

investment, because their client demand it, and sustainability goals by public officials: 

“so you have financial services professionals going ‘well, you know I specialise in sustainability 

because I can offer you a climate aware folio or I can offer cluster munitions free portfolio - which 

all of these things the client might want ‘ and now the government is telling me that now I have to 

consider the things that they're telling me I should be considering’, so that’s… a sort of dominant 

tension.” (Interview 4) 
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6 Discussion 

Having presented the results from the analysis, they can now be discussed against the theoretical 

framework of this thesis. The research objective of this thesis was the impact of private actors on 

the governance of responsible investment. The following sections will discuss the private actors in 

the governance of responsible investment, why these actors have moved into the governance area, 

the implications of self-regulation, and the role of the public sector. 

6.1 The Private Actors of Governance 

Looking at the private actors partaking in the governance of responsible investment one begin to 

see the governance as a network of systems within systems. Institutional investors are the prime 

actor enacting change, but several spheres of authority have risen amongst them and around them 

to help influence them to enact change, support them in enacting change, and pushing for them 

enacting the ‘right’ change’. The figure below illustrates a (simplified) overview of the area. 

 

Figure 6.1.1 

Figure 6.1.1 shows the relations amongst the institutional investors and the different spheres of 

influence. The overarching global initiative tries to encompass the views, fears, challenges, needs 

etc. of the entire industry. Under the global header you have the smaller local, or specialised, 

initiatives. These represent different areas of the sector, not just different geographical spheres of 

authorities, but also niches of responsible investment, perhaps specific ESG goals or interest in 

specific standards etc. At the bottom you have the institutional investor, the administrator of the 

asset that in the end, are the ones that lead to change. Under the investors there are many different 
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stakeholders, that have the possibility of influencing the investor in the direction they choose. 

Amongst the investors, you have the providers. These providers of responsible investment has 

seen a governance gap, where the initiatives provide support, even the smaller local have many 

interests in their lens. There is a need for support at the level of the individual investor, this is the 

role of the provider. Where the different initiatives act as organisers of the area, the providers are 

individualised help and influence. 

Trust was established to be an integral part of the relations amongst and in-between the spheres of 

authority. One could argue, that the need for trust originated from the lack of government 

guaranteed legitimacy and formal framework. With an external guarantee of the legitimacy and 

purpose of initiatives and other collaborative activities, investors and other actors have had to built 

a level of trust amongst each other, trust in other’s abilities, trust that you will not be pulled into 

opinions that you do not have, and trust that you are not associated with negative outcomes of 

others’ investment activities. 

In regard to how this network of network has been established, the research participants all 

described an evolution beginning with an interest in meeting with like-minded people and learning 

from each other. This interest of very passionate individuals spread to individuals with a curiosity 

for the field, and here the smaller initiatives were ideal for learning more. 

In terms of challenges to the different levels, for the global initiative a lack of follow-through, 

green-washing, and disregard of the overarching spirit were prominent. For the local initiatives, 

institutional investors, and the providers, there was not as much of a focus on green-washing. It 

exist, that is acknowledged, but not engaged with. This focus of the global initiative could be due 

to the global initiatives being more of a representation of the overarching movement – the ‘mega-

trend’ – for the external actors, like the general public. When thinking of responsible investment, 

more people will probably think about the OECD and the PRI, than UKSIF and SWESIF. Further, 

as representatives of the movement, any action that are flagrantly against the spirit of the 

movement, both reflects poorly on a much larger group, but also sends a poor representation to a 

much larger group. On the other hand, institutional investors have a fairly easy way to determine 

who they collaborate with, and for the service providers, while they will not get any information 

from the companies that send a marketing expert to a meeting they would not get anything good 

out of it anyways, so it is easy to shut down an unproductive meeting.  
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For the local initiatives challenges were mostly focused on engaging with the public sector, and 

the difficulties of getting information with breaks in globalisation such as the UK exit from the 

EU. For the providers there were a similar sentiment, a fear of the culture they will meet when 

engaging with other actors in governance. 

For the fears and challenges of institutional investors, a few point came up. The first were topical 

ESG issues, such as racial discrimination or forest fires. Second, were a poor understanding of 

responsible investment amongst the general public, this point is present both in politicians setting 

up desperate and un-informed regulation, but also a lack of people who understand the area to hire. 

6.2 Why Engage in Governance of Responsible Investment 

Why have institutional investors engaged in the global governance of responsible investment by 

their own initiation? This section will touch upon three points: increased awareness increases ease, 

improved reputation builds trust, increase adaptation legitimises your work. 

Elaborating the first point: by engaging in global governance of responsible investment, private 

actors spread awareness about what they ‘really’ do, what they do not do, and why. What this 

means is that politicians knowledge about the area increases, which could lead to better regulation 

as defined by those engaged in governance. Companies are aware, and prepared, for not just 

engagement by investors and providers, but also aware of how to gain a competitive advantage by 

marketing themselves as a better, more sustainable investment choice. This eases the work by 

investors, and eases engagement with potentially problematic companies. 

Building on the above arguments, by engaging publicly private actors build trust in ESG as a 

legitimate investment strategy, and a positive reputation due to the shouldering of social 

responsibilities. This can in part become a competitive advantage, but as mentioned above, the 

increased trust makes the investment work easier. 

The last point is in regard to why private actors join initiative that promote a very specific set og 

standards, code of conduct, investment strategy etc. There is nothing odd about investors choosing 

a strategy that best suit them, but being a member of different boards, assist in lobbying states and 

other investors etc. is hard a time-demanding work. Why does anyone do it? One argument could 

be the legitimisation of the best strategies for one’s own context. What is meant by this, is that the 

industry is ripe with different ideologies, strategies, definitions and so on. Investors could just 

choose the one they like best, and be flexible when engaging with other actors, but by promoting 
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the best strategies for one’s own context, private actors might hope to spread these strategies to the 

public sector (and possible ‘positive’ regulation) and to other investors so that can be benchmarked 

against each other (and presumably have a competitive advantage). 

As shown in the analysis responsible investment is viewed by the respondents as a journey. The 

journey allegory almost stands in contrast to the theory. The theory holds that there are different 

ways to do responsible investment, and while some are more complicated than other, none are 

inherently better than others. However. The respondents shared a view that was very much 

founded in engagement being the only right way to do this, and while it needs to be individualised 

to the different investment practices throughout the organisation, not having more than ESG 

policies is not enough to be acknowledged. 

6.3 Implications of Self-Regulation 

Moving on in order to look at possible implications of self-regulating behaviour, both pure and 

mandated self-regulation exist in the industry. Initiatives such as the UN PRI, the call to which 

was made by the UN, but the principles themselves were written by leading actors in the industry. 

Next to this, SIF’s represents pure self-regulation, they are established by the industry for the 

industry. Looking at possible implication for self-regulation as established in the theoretical 

framework, a few point needs to be discussed: corporate responsibility, corporate citizenship, and 

legitimacy. 

Corporate responsibility as set by the fiduciary duty, the analysis showed that there was a clear 

understanding of responsible investment as something that is integral and inherent to investment 

decision-making. The focus of responsible investment was on risk-management and the best long-

term outcome in terms of impact by investment practices. One respondent shared that a focal point 

that is building in the industry is the concept of ‘just’ impact, ensuring that there are no adverse 

impacts. What this shows is that there has been a little focus so far. The investment industry has 

not sought to uphold ‘do no harm’, but had a stronger focus on ‘do good’ or perhaps ‘do the least 

negative’. I regard to the ‘do no harm’ principle, it could be argued that asset owner that do not 

know where their assets are invested, are not just not upholding their due diligence responsibilities, 

but ignoring them. Responsible investment, or investment in general, is still seen as separate from 

society and without possible impact. The rational fiduciary duty stands between the due diligence 

of business activists and the investors. 
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Looking to corporate citizenship, the question is, what rights do investors administer if any, and 

why? Institutional investor can have a big impact on the valuation of companies through their 

investment activities, but some are an integral part of our welfare society. For one, pension scheme 

provide a central aspect of public welfare. However, what about rights administered through 

specifically responsible investment? By seeking to have a positive impact through investment 

activities in order to meet global sustainability concerns investors touch upon the social rights of 

citizens. An example is investment activities that seek to ensure clean and easy access to water, 

sustainable and healthy ecosystems, long-term health of the plant etc. These are social rights of 

citizens, the freedom to participate in society. If investors are seeking to influence companies 

engaging in bribery or discrimination they might also be administering political rights of citizens 

or civil rights. Through goal 17 of the SDG governments established the role of private actors in 

meeting sustainability concerns. In terms of the administering of rights through responsible 

investment, two points should be made. Initially, public officials had the opinion that responsible 

investment decision was best left to the companies themselves. However, as government have 

begun entering the area, several political authorities have acknowledged that there exist a 

significant knowledge gap between private actor and public. For example the Danish prime 

minister recently acknowledged this gap at the unveiling of a new climate initiative. (ddansi press 

thing). Firms moved into administering citizens’ rights through responsible investment at a time, 

when states had not yet had any presence as administrator. 

The last implication of self-regulation is the legitimacy it claims. Institutional investors are given 

several forms of legitimacy from external actors. For example, if a client demands ESG investment 

with a positive climate impact, the investor is given pragmatic legitimacy – it is in their interest to 

provide what the client wants, and thus they should. When pressured by an increasingly social 

aware general public, the investors are met with a cognitive legitimacy – it is only right to consider 

X sustainability issue, so they should. However, when they themselves engage in ESG integration, 

engagement, the reasonable fiduciary approach etc. they conduct an active evaluation of their legal 

and political context, client demands, and support network. As mentioned before, trust is an 

integral pillar to private initiative and collaborative engagement, and it is this trust in each other’s 

capabilities and goals, mixed with a fiduciary duty and a normative context of social responsibility 

that provides the legitimacy for institutional investors to engage in global governance of 

responsible investment. It is a normative legitimacy, bounded in compliance with initiatives, 

fiduciary law, and the inherent link between society and investment risks. 
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6.4 Changes to Governance 

The argument above points to an interesting tension – what happens when states want to enter an 

already established area of governance? 

One point that was brought up in the analysis was the tensions between investors and governments 

on what constitute ESG (and responsible investment). Investors are displeased with being told 

what they must do and focus on, when they are trying to provide something else asked for by their 

clients. Moreover, an interesting tension arise from government being newcomers, but by virtue of 

being a public policy maker they have an inherent legitimacy and authority. In areas, where 

governments were not the experts, private actors seemed to treat them a kind to green-washers – 

not something you should deal with unless it directly affects you. States, however, are the policy-

makers, and thus private actors must engage with them if they  want to influence public policy in a 

way that benefits them. The apprehension for working working with governments could be due to 

states not having the legitimacy as the industry peers have. The legitimacy of states are founded in 

their inherent role as protector or human rights, but the industry they are now trying to enter is 

built on trust in capabilities and behaviour. States have not shown that they have capabilities or the 

possibility to become ‘best-in-class’. In the danish context, the government did not impress with 

their responsible investment guidelines. Moreover, some funds established by the danish 

government is set up in a way that can be argued to barely meet the ‘kindergarten’ level. For 

example The Danish National Research Foundation is constrained by law to only invest via 

external managers, and due to cost-efficiency the fund often invest in pooled funds. (“The DNRF’s 

responsible investment policy - Danish National Research Foundation,” n.d.). Looking at the US, 

there have been several proposals that are flagrantly against the spirits of responsible investment. 

For example, one DOL proposes asserts that pension schemes must relay how ESG-integration 

does not hurt their financial return (Sheng, 2020), this is in sharp contrast to the EU taxonomy 

work. 

“the global investment management sector has an important role to play. It is a channel for finding 

good investments for households’ savings and securing the effective management of assets 

through stewardship. It thus helps households carry their wealth through their lifetime and across 

generations.” (Steward Redqueen, 2016) 

In regard to the ease of which private actors engage with public officials, this was determined by 

whether or not it was a topic brough up by the public sector and interest was already there. A 
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significant change for the public sector, is the recognition of ESG factors being linked with 

welfare and its potential for supporting the government in meetings its sustainability goals. For 

example, pension schemes are both inherently long-term perspective investors and lined with 

welfare of citizens. 

7 Conclusion 

This research question of this thesis concerned the impact of private actors on the governance of 

responsible investment. Responsible investment was defined as a mind-set that considers more 

than strictly financial factors – in the traditional economic sense – at every level of decision-

making, and one that acknowledges the inherent link between society, public welfare, and the 

investment industry.  It established a theoretical framework based on corporate responsibility 

theory, corporate citizenships theory, and legitimacy. The theoretical framework established the 

fiduciary duty and responsibility of institutional investors in ensuring they ‘do no harm’, and thus 

do their due diligence. Lastly, it established that when government have not or cannot administrate 

citizens’ rights, the private firm take over the regulatory gap. The literature review established a 

gap in the existing literature on the actors of responsible investment and their link with the global 

governance structures. The analysis was a qualitative content analysis of four expert interviews 

gathered using purposive sampling. The analysis found that there exists a common understanding 

or the evolution of responsible investment from a small industry with few interested actors to a 

hugely growing business, in which with many different actors operate towards different goals, but 

all under the same ‘responsible investment umbrella. Despite there being many different ways 

responsible investment is done in the industry, it is still viewed responsible investment as a 

journey from ‘basic’ ESG screening to active ownership. The result of the analysis were discussed 

against the theoretical framework. This thesis argues that private actors have been integral in the 

establishment of the global governance of responsible investment. Private actors initiated networks 

to meet like-minded people at a time, where investment decisions were left to the investors 

themselves. By promoting responsible investment, private actors have sought to both ease their 

own business practices, but also to increase it legitimacy. From the public investors are given both 

social license to operate and a cognitive legitimacy to conduct responsible investment. Though, 

states have begun to emerge in the governance field, due to the realisation that the many assets of 

the investment industry is linked with societal outcomes, and can thus help mitigate sustainability 

concerns. The increased presence of states is creating a tension in the global governance network. 
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On one hand, there is the acknowledgement of a need for a regulatory framework to help formalise 

the industry. On the other, the global governance of responsible investment is based on trust in 

capabilities and each other. This importance of trust has emerged due to the lack of formalisation, 

but the state is entering without the trust-based legitimacy, and this creates a tension and a 

dynamic of “why should we listen to you, when we are the experts?”. This tension must be 

addressed going forward, as to not build a regulatory framework on legitimacy that is full of gaps. 

7.1 Implications and Recommendations 

The tension between private and public actors that has arisen due to states entering global 

governance of responsible investment, implies that private actors might choose to disregard public 

policy in favour of their own ‘expert knowledge’. This can have serious implications for the 

compliance of any regulatory frameworks that might build as a response to the ‘inevitable policy 

response’. This implication needs to be studied further. As does the idea set in this thesis, that the 

traditional short-term economic thinking as well as the narrow approach to fiduciary duty, are both 

incapable of upholding the principle of ‘do no harm’. Moreover, the tension of states being 

regulators, and the private industry being the one with the expert knowledge, can create an 

interesting case on private involvement in public regulation, and whether or not states would rather 

build their own knowledge-bank or involve the ‘compliantees’ of regulation. 

For policy makers, the recommendations of this thesis is to build a rapport and trust with the 

actors, whose position in the global governance have long since been established. On top of this, 

there must be a legal framework to emphasise the due diligence responsibilities of investors to 

ensure their assets do no harm.  
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