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Abstract 

This study investigates the adverse social impacts of three renewable energy sectors, namely hydropower, 

wind power, and solar power, and how Danish institutional investors internalize these risks when considering 

green energy investments. The study is built on four independent research objectives to explore the investors’ 

insights, methodologies, strategies, and approaches. Based on an extensive, systematic literature review and 

13 in-depth, semi-structured interviews with Danish institutional investors, it is concluded that:  

1. The investors’ general insight into the social impacts of green energy investments is inadequate when 

mapped against a set of sector-specific social risk indicators.  

2. The investors are active owners and carry forward a generally active, responsible investment 

methodology based on different mixes of screening, monitoring, collaborative engagement, 

exclusion, divestment, and incorporation of international standards.  

3. The investors’ strategy throughout the financial intermediation chain is based on a high degree of 

trust created through an ex-ante alignment of interest and upheld via ex-post monitoring of fund 

managers.  

4. The investors have mainly an overall calculus approach towards institutions, which is based on an 

unconditional adoption of universal standards, complete outsourcing of engagement activities to 

third parties, and attention to only national conditions in the due diligence processes. 

Based on these conclusions, a brief recommendation is presented for investors in general, pleading for a 

higher prioritization of human rights. A higher degree of awareness and internalization of the social risks are 

needed through capability-centered engagement plants with local communities, supplemented by apparent 

due diligence of the company or project at stake, materiality assessments, social impact assessments, and 

social development plans, guided by, e.g., the UN Guiding Principles, and with a just transition as the ultimate 

target. 
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1 Introduction 

The existential threat of climate change is causing a shift in global investment flows towards green 

technologies such as renewable energy. Annual investments in renewable energy surpassed 300 billion US$ 

in 2019, close to a 100% increase since 2009. As of 2020, more than 1,200 institutional investors have either 

direct or indirect investments in renewable energy, and the attention towards renewable energy sources is 

growing (IRENA, 2020). The re-orientation away from more heavy-polluting industries, such as oil and gas, 

and towards cleaner alternatives is largely seen as indisputable and plays a crucial part in achieving a green 

transition that will allow for a low-carbon future (OECD, 2019). In a statement from 2020, the United 

Nations emphasized that “every country, city, financial institution and company should adopt plans for net-zero1, in order 

to meet the threshold of a 45% reduction of CO2 emissions by 2030”, pinpointing the urge to put this transition on 

top of the international agenda (Guterres, 2020).  

While the urge embedded into the statements concerning how the global society needs to address and 

preserve the environmental health of our planet, another agenda has risen simultaneously: the importance of 

undertaking this transition in a socially just manner. In other words, a green transition needs to be for 

everyone, and it needs to mitigate any potential social harmdoing. For instance, in the fossil-fuel industries, 

which do not cohere with the green agenda, millions of workers worldwide are set to lose their jobs in the 

name of the green transition (OECD, 2017). Moreover, increasing the supply of green energy will require 

large amounts of land on which the underlying technologies can be installed. If not appropriately managed, 

this inevitable land requirement may negatively impact people who reside and depend on access to these 

territories (Montefrio, 2013). Thus, the green transition and investments in green energy might entail risks 

of adverse social impacts and potential trade-offs (Bowen & Hancké, 2019; ILO, 2011; OECD, 2018).   

Hitherto, businesses have been the center stage of attention whenever social harmdoing has been detected 

or reported by civil society. According to the Business and Human Rights Resource Centre (BHRRC), a 

British NGO collecting news and allegations concerning businesses and their human rights impacts, 197 

allegations have been submitted concerning harmdoing by renewable energy companies since 2010. Many of 

these allegations stem from the Global South, most notoriously from Latin America, East Africa, and South-

 
1 Net zero refers to a balance where the amount of CO2 released into the atmosphere should be the same as the amount taken 
out. Thus, no excess CO2 should be emitted (Climate Council, 2020).  
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East Asia (BHRRC, 2020). Last year, the BHRRC created a benchmark to score companies in the renewable 

energy sector based on their human rights commitments, as defined by the UN Guiding Principles. Across 

16 companies, the total average score was 22%, illustrating that there still is a long way to go for many 

companies in this space (BHHRC, 2020) 

These results occur despite the emergence of several standards and principles on which companies can lean 

against to ensure that all social impacts are mitigated. An example of such a guideline is the OECD Guidelines 

for Multinational Enterprises on Responsible Business Conduct. Since 2011, these guidelines have been 

available for companies to integrate into their policies and standards (OECD, 2013). In the same year, the 

United Nations issued the UN Guiding Principles (UNGP), relying on a ‘protect, respect and remedy’-

framework, setting the scene for governments and businesses on how to handle human rights impacts in 

their operations (OHCHR, 2011).  

In the light of this gap between the level of available standards and the actual implementation by companies, 

an apparent challenge to implement and carry out these standards exist. An explanation has been put forth 

by John Ruggie, the man behind the UNGP, who stated that there seems to be “little expertise or, frankly, interest 

in human rights in the investment community” (Ruggie & Middleton, 2018, p. 9). Although this statement contains 

a controversial element, it seems relevant to explore the claim, not least to understand whether a weak 

pressure from institutional investors may work as part of the reason as to why companies, including 

renewable energy developers, fail to integrate appropriate measures.  

Our study will address this relatively new investor-oriented angle, and it revolves around institutional 

investors with investments in green energy, either directly or indirectly. Indirectly entails any investment 

made via an external fund manager, whereas direct investments entail investments where the investor has 

direct holdings in a renewable energy developer.  As such, it extends the work of the BHRRC to include the 

role of investors and their ability to manage and integrate the same principles that the companies largely fail 

to include. We argue that the global investment community stands at a crucial tipping point, in which 

increased attention must be devoted to the social impacts of their investments, not least for renewable energy 

companies, which will most likely experience an increase in the demand for their products, and consequently, 

an increase in their need for land (IRENA, 2020).   
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To understand how investors consider these issues, we explore the Danish institutional investment 

community. According to the Danish industry association, Insurance & Pension Denmark (IPD), Danish 

institutional investors allocated 50 billion DKK to green assets during the first half of 2020, increasing the 

total investments to 176 billion DKK in green assets. Out of these, renewable energy investments constitute 

more than 60 billion DKK. In addition, the industry-wide target is to reach a gross sum of 350 billion DKK 

in green energy investments in 2030 (IPD, 2020). 

A high share of the investments currently being undertaken by Danish investors are materialized in the 

Global South, which naturally creates a vast distance to the investments, and the context in which projects 

are being financed may well be very different from the institutional setting in Denmark. For instance, one of 

the most controversial renewable energy projects arose in 2014 when a group of local communities filed a 

lawsuit against the Lake Turkana Wind Power Project (LTWP) in Kenya, claiming that the land acquisition 

process had been done illegally (Danwatch, 2016). Behind the project stood several Danish institutional 

investors, including the Danish wind-mill manufacturer Vestas. The project has since received several 

critiques for lack of inclusion and consultation with the people residing in the area (Sena, 2015). Cases like 

these serve as a reminder of why investors should pay attention and as a raison d'être for this paper, in which 

we take the temperature on the Danish investment community and their work with social issues in green 

investments, leading us to the research question (RQ) of the study: 

RQ: How are social risk indicators internalized by investors when 
considering green energy investments? 

 
 The term ‘social risk indicators’ refers to a set of indicators specifically developed to assess renewable energy 

companies’ performance on human rights issues. These indicators will serve as factors for social risk and 

impacts connected to renewable energy development. Secondly, ‘internalized’ refers to how investors 

familiarize themselves with and contemplate relevant social risk indicators within their proprietary 

organization. It also entails the subsequent approaches, strategies, and methodologies the investor undertakes 

to embed, process, and handle these potential issues. Thirdly, ‘considering’ includes both the stages when 

investors look attentively at potential investments and when checking up on ongoing investments. Fourthly, 

‘green energy investments’ entail both listed and unlisted investments in companies or projects undertaking 

renewable energy development. For the scope of this study, the social risk indicators will be applied to three 



Page 8 of 134 
 

renewable energy sectors, namely hydro, wind, and solar power. However, the investor internalization will 

be viewed in the light of green energy investments in general.   

The RQ will be explored through four research objectives that set the study’s investigative direction and 

operationalization. First of all, the investors’ insights into social risk indicators in green energy investments 

will be mapped out against a systematic literature review highlighting the most pertinent social impacts in 

academia. Secondly, the investors’ general methodologies to conduct responsible investment will be explored 

based on a preliminary conceptual background of responsible investment tools. Thirdly, the dynamic 

between asset owners and asset managers will be explored via principal-agency theory to explore how 

investors deal with the financial intermediation chain. Finally, the role of institutions on social impacts and 

the investors’ approaches towards institutional contexts will be explored via institutional theory.  

 

In sum, investments in renewable energy, also referred to as green investments, are necessary pathways for 

the green transition and climate change mitigation. Nevertheless, this development might come at a cost, 

which has been seen with various human rights conflicts connected to developing renewable energy projects. 

This thesis aims to investigate and enlighten the potential trade-off of adverse social impacts in green 

investments and explore how institutional investors in Denmark handle and address these issues. The thesis 

consists of six subsequent main sections, beginning with our methodological process and deliberations 

(section 2). Following the methodology, a systematic literature review will be elaborated based on the social 

risk indicators and energy sectors under scrutiny (section 3). Afterward will follow a presentation of the 

conceptual background and theoretical framework (section 4), which will lead to and serve as a model for 

the data analysis (section 5). Subsequently, a discussion will be developed based on reflections made to the 

empirical findings (section 6). Finally, a conclusion on the RQ and the individual research objectives will be 

drawn (section 7).  

  

 

 



Page 9 of 134 
 

2 Methodology 

This section will present the project’s methodology, elaborating on how we have conducted the study and 

the potential pitfalls of this exact methodology. The section consists of five sub-sections, where the first sub-

section will present the overall research design, including the philosophical underpinnings, strategy, 

approach, and methodological choices. Secondly, data collection will be introduced, including secondary data 

in the form of a systematic literature review and primary data from interviews. The third sub-section will 

explain the analysis method, while the fourth sub-section accounts for the project’s academic reliability and 

validity. Finally, a project delimitation will be stated.  

 

2.1 Research Design 

According to Saunders et al. (2019), research can be designed as exploratory, descriptive, explanatory, or 

evaluative studies, or some combination. This study is primarily exploratory, with a descriptive dimension in 

a systematic literature review. The objective of descriptive research is to “gain an accurate profile of events, persons 

or situations” (Saunders et al., 2019), and it serves as a precursor to our exploratory research. It is essential to 

get a complete description of the phenomenon we wish to investigate further, and the systematic literature 

review serves this purpose (Saunders et al., 2019, p. 187). 

Nevertheless, the study is mainly exploratory, highlighting open questions as an effective way to uncover 

what is occurring and obtain insights regarding a subject of concern (Saunders et al., 2019). Our exploratory 

point of departure has emerged since it fits well with the desire to clarify our knowledge of adverse impacts 

connected to green investments and since the precise nature of these issues is unclear. The exploratory study 

will be conducted through semi-structured, in-depth interviews with industry experts. Additionally, it is 

essential to acknowledge that this research has commenced in an exploratory and emergent approach. The 

RQ and research objectives have materialized throughout the course of data collection and analysis as we 

have uncovered the precise aim of the study and refined the methodology. This approach has been part of 

our Grounded Theory strategy, which will be elaborated on subsequently (Saunders et al., 2019). An overview 

of our methodological steps is illustrated in figure 1.  
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2.1.1 Philosophy of Science 

According to Saunders et al. (2019), five key philosophies of science prevail in business literature: positivism, 

critical realism, interpretivism, postmodernism, and pragmatism. The differences and distinguishment 

between the different research philosophies lie in three philosophical assumptions: ontology, epistemology, 

and axiology. Ontology implies the assumptions concerning the ‘nature of reality’, epistemology implies the 

assumptions concerning proper and appropriate knowledge, and axiology implies assumptions concerning 

the researchers’ values and ethics (Saunders et al., 2019). As different people of dissimilar social and cultural 

circumstances, in diverse contexts and at distinct periods, create different realities and consequently generate 

and undergo alternative social meanings, interpretivism questions the positivists’ efforts to determine 

universal principles that pertain to everyone.  

We acknowledge and adhere to the interpretivism philosophy of science since we consider deep 

understandings of people as complex, multi-dimensional, and context-dependent. Ontologically, this means 

Philosophy of Science
Interpretivism

Research Approach
Abduction

Research Strategy
Grounded Theory

Methodological 
choice

Qualitative

Data Collection
Systematic 
Literature 

Review

Semi-
structured,
in-depth 

interviews

Figure 1: Methodological overview 
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that the nature of reality is seen as nominal, socially constructed, and relativistic according to social actors. 

In its ultimate shape, nominalism means that we form the social order and structures as researchers and other 

people via language, theories, experiences, and subsequent behaviors (Burrell and Morgan, 1979). 

Simultaneously, the epistemological point of departure permits us to perceive opinions as proper knowledge 

and consider communicated narratives with ascribed values as relevant data. Lastly, in terms of axiology, our 

research will be subjectivist and value-bound, and the values of research participants viewed as integral 

(Saunders et al., 2019).  

The interpretive study aims to produce new and deeper insights and explanations of social contexts. Our 

investment research involves exploring responsible and ESG investing from different perceptions. In other 

words, all institutional investors most likely do not experience and perceive adverse social impacts of green 

investment similarly. Even though all institutional investors are located in Denmark, this difference in 

experience and perception might appear through a natural diversity in educational backgrounds, professional 

experiences, personal attitudes, and demographics. As interpretive researchers, we will consider this potential 

multiplicity by taking what is significant and meaningful to the research participants. Distinct branches of 

interpretivism take on somewhat distinct views on this process in practice, and we take inspiration from the 

phenomenological interpretivism that focuses on the participants’ lived experiences, recollections, and 

personal understandings. Besides, we contend that the interpretivism philosophy is highly suitable for 

responsible investment research since ‘responsible behavior’ is seen as highly complicated and context-

dependent (Saunders et al., 2019). 

 

2.1.2 Research Strategy 

A research strategy is: (1) how the researchers wish to respond to the RQ and research objectives, and (2) 

the methodological connection between the philosophy of science and consequent research approach and 

methodological choice (Denzin & Lincoln, 2018; Saunders et al., 2019). As mentioned above, we will have a 

Grounded Theory (GT) strategy. According to Saunders et al. (2019), GT is applied to create conceptual 

descriptions of social relations and activities in a wide variety of settings, which we wish to apply to the 

investment scene. As several facets of green investments concern people’s activities, for instance, investors, 

managers, or affected communities, a GT strategy will be utilized to investigate the research objectives 

connected to social issues of green investments (Saunders et al., 2019). According to Bryant & Charmaz 



Page 12 of 134 
 

(2019), the breakthrough of GT was intended to offer a substitute to traditional research where theoretical 

frameworks and research objectives should be established and emerge from empirical data instead of being 

developed without any exchange with the investigated field. A crucial task when conducting GT is that the 

researcher must bring together values, meanings, and arguments to let categories and themes emerge (Bryant 

& Charmaz, 2019).  

 

2.1.3 Research Approach 

In philosophical deliberations, research has conventionally been linked to two types of reasoning: deduction 

and induction (Bryant & Charmaz, 2019). GT is typically considered as employing an inductive approach; 

however, we find it more suitable to apply an alternative, third inference, namely, abduction, which, simply 

put, means going back and forth between induction and deduction. The approach starts with our systematic 

literature review, where we gather information and simultaneously evaluate this during the organizing of data 

and before collecting additional data. This systematic literature review is conducted based on pre-determined 

search criteria, which appeared in our preliminary deliberations and served as an inductive inquiry (Thorpe 

& Holt, 2008). Based on the search criteria, we start by identifying codes and investigative themes from the 

literature (Saunders et al., 2019).  

Strauss & Corbin (1998) label the incorporation of codes and themes to create a theory as selective coding, 

and via selective coding, the themes help us produce our theoretical framework. Here, inductive reasoning 

continues since we connect particular codes to shape our research objectives. This emergent theoretical 

framework will then be tested against a new data collection process and analytical coding, this time from 

primary data sources, where we go to deductive reasoning as we will apply abstract concepts to a group of 

participants (Strauss & Corbin, 1998). This entire process of obtaining insights and experiences to establish 

and apply theoretical research objectives, which are then investigated, is characterized as an abductive 

approach (Saunders et al., 2019). The abductive approach means that, contrary to pure induction, we draw 

on a theoretical framework to explore the issue at hand. On the other hand, contrary to pure deduction, we 

do not abide unconditionally with the premises of the theoretical framework. Even though we would 

acknowledge the results and meanings, we will discuss whether alternative realities exist. Thus, abduction 

and GT do not eliminate alternative explanations; it merely helps discover feasible theoretical explanations 

for the empirical findings (Bryant & Charmaz, 2019). 
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In terms of theory building in GT, our theories will first be represented by a narrative framework illustrated 

and end in research objectives that will be investigated. The statement of relationships will occur through a 

qualitative methodological choice and appear in thematic coding. At last, the scope of our theoretical aim is 

to create substantive theories on the social impacts of green investments. The substantive theories will be 

drawn from existing theories in the academic fields of international business, as we see these existing theories 

as fundamental approaches to the green transition that will assist in developing our GT strategy (Bryant & 

Charmaz, 2019). 

 

2.1.4 Methodological Choice 

An overall distinction of methodological choice can be made between quantitative (numerical), qualitative 

(non-numerical), or mixed methods (combined quantitative and qualitative). As part of our GT strategy, we 

will conduct a mono-method qualitative study, which also coheres with the interpretative philosophy (Denzin 

& Lincoln, 2018). The qualitative method is qualified as interpretative since we must create meaning of the 

subjective and socially constructed values stated about our research objectives. This qualitative methodology 

naturally entails a set of conventions and research characteristics that we must be conscious about: (1) We as 

researchers are commonly identified as not being unbiased of the research issue, (2) the people involved, 

such as interviewees, are described as research participants, (3) the research is constructed to investigate 

participants’ qualified values and related meanings, (4) we essentially apply non-probability sampling 

techniques, (5) the data and results are built on meanings stated and derived from words, (6) the methods 

employed to collect data are semi-structured, (7) the data collection ends in heterogeneous data needing 

organizing into analytical codes and categories, and (8) the data analysis is performed via the usage of abstract 

conceptualizations (Saunders et al., 2019).   

 

 

2.2 Data Collection 

2.2.1 Secondary Data: Systematic Literature Review 

The systematic literature review serves this thesis as an essential tool to gain paramount background 

knowledge of human rights conflicts, adverse social impacts, and sustainability trade-offs in renewable energy 
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development. This broad insight into these conflicts, issues, and concepts constitutes a crucial perspective 

to engage and spar with the research participants and provide a comprehensive overview of crucial renewable 

energy sectors. The systematic literature review utilizes a thoroughly prepared plan for finding, reviewing, 

scrutinizing, and synthesizing current academic literature (Saunders et al., 2019; Thorpe & Holt, 2008). 

The three largest renewable energy2 sectors in terms of capacity3 were selected for the review: hydropower4, 

wind power5, and solar power6 (REN21, 2020). Each sector has been investigated based on eight human 

rights indicators, inspired by the Renewable Energy & Human Rights Benchmark (REHRB) created by the 

Business & Human Rights Resource Centre (BHRRC). These indicators are (1) Indigenous Peoples’ and 

Affected Communities’ Rights, (2) Land Rights, (3) Security and High-Risk Contexts, (4) Human Rights and 

Environmental Defenders, (5) Labor, Health, and Safety, (6) Right to a Healthy and Clean Environment, (7) 

Transparency and Anti-Corruption, and (8) Equality and Inclusion. These renewable energy sector-specific 

indicators were chosen for the review since they have been developed and targeted specifically to address 

the most relevant social risks in the renewable energy sector. The benchmark was created based on BHRRC’s 

worldwide consultations and extensive platform of allegations concerning human rights impacts against more 

than 10,000 companies (BHRRC, 2021).  

Relevant search words have been created for each sector and each indicator, used for a computerized search 

across each sector and indicator at the Scopus database. The word ‘OR’ between each search word has been 

used to multiply the search and find documents containing any synonymous terms. A list of all search words 

created for energy sectors and indicators appears in Tables 1 and 2, respectively.  

 

 
2 The terms renewable energy, clean energy, and green energy will be used interchangeably and are defined as “energy from sources 
that are naturally replenishing but flow-limited” (EIA, 2021a).  
3 The global renewable power capacity was in 2019 estimated to total 2,588 GW, where the three largest power sources 
accounted for: 1,150 GW (hydropower), 651 GW (wind power), and 627 GW (solar power) (REN21, 2020).  
4 Hydropower is energy in stirring water. Typical facilities involve run-of-the-river systems, where water is diverted and the force 
of stream creates power on a turbine, or storage systems, where water is stored in reservoirs made by dams (EIA, 2021b) 
5 Wind turbines, also referred to as windmills, employ blades to gather the air’s kinetic force (EIA, 2021c). 
6 Solar power is mainly constituted by solar photovoltaic (PV) devices, or solar cells, which transform sun rays into electricity 
(EIA, 2021d). 
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Table 1: Search words for energy sectors 

Hydropower “Hydropower” OR “Hydro Energy” OR “Hydro Project” OR “Dams” OR “Water Power” OR 

“Hydroelectricity” OR “Hydroelectric Power” 

Wind Power “Wind Power” OR “Wind Energy” OR “Wind Farm” OR “Wind Project” OR “Wind Turbine” OR 

“Wind Mill” OR “Wind Park” 

Solar Power “Solar Power” OR “Solar Energy” OR “Solar Cell” OR “Solar Plant” OR “Solar PV” OR “Solar 

Photovoltaic” OR “Solar Panel” 

 

Table 2: Search words for indicators 

1. Indigenous Peoples’ and 

Affected Communities’ 

Rights 

“Indigenous People” OR “Indigenous Community” OR “Affected Community” OR “Community 

Right” OR “Benefit Sharing” 

2. Land Rights “Land Right” OR “Land Conflict” OR “Land Tenure” OR “Land Grab” OR “Land Acquisition” OR 

“Free, Prior, and Informed Consent” OR “FPIC” 

3. Security and High-

Risk Contexts 

“Private Security” OR “Security Forces” OR “High-Risk Contexts” OR “Conflict Area” OR 

“Operating Risk” OR “Sourcing Risk” 

4. Human Rights and 

Environmental 

Defenders 

“Human Right Defender” OR “Environmental Defender” OR “Protester” OR “Criminal Case” OR 

“Judicial Harassment” OR “Criminal Charge” OR “Strategic Lawsuits” OR “Retaliation” 

5. Labor, Health, and 

Safety 

“Labor Right” OR “Labor Health” OR “Labor Safety” OR “Worker Right” OR “Worker Health” OR 

“Worker Safety” OR “Living Wage” OR “Wage Gap” 

6. Right to a Healthy and 

Clean Environment 

“Environmental Effect” OR “Environmental Trade-Off” OR “Life Cycle Assessment” OR 

“Environmental Impact Assessment” OR “Environmental Health” OR “Health Hazard” 

7. Transparency and 

Anti-Corruption 

“Lack of Transparency” OR “Transparency Gap” OR “Corruption” OR “Anti-Corruption” OR 

“Bribery” OR “Beneficial Ownership” 

8. Equality and Inclusion “Gender balance” OR “Gender Distribution” OR “Gender Equality” OR “Gender Inequality” OR 

“Gender Equity” OR “Social Equity” OR “Social Exclusion” OR “Social Inclusion” OR “Social 

Equality” OR “Social Inequality” 

 

The Scopus searches were performed between the 1st and 8th of February 2021. After the searches were done, 

each result was screened and previewed based on title and abstract, and the irrelevant search results were 

excluded (Xiao & Watson, 2017). The texts selected for further scrutinizing were downloaded and imported 

to the data analysis software, NVivo, for another text search using the exact search words. The most relevant 
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texts within each energy sector and indicator were then selected for full-text evaluations based on the number 

of references and the search words’ coverage. Finally, the most applicable texts were then summarized and 

synthesized in the literature review. There is no particular instruction regarding distinguishing the definitive, 

most applicable studies; this is done based on a manual and intuitive comparison of general patterns and 

themes in the literature (Widyawati, 2020; Saunders et al., 2019; Xiao & Watson, 2017). An overview of the 

number of studies screened and evaluated in the literature review appears in Table 3.  

Table 3: Number of studies in the literature review 

 

 

 

 

 

 

2.2.2 Primary Data: In-Depth, Semi-Structured Interviews 

In the following section, we resonate why interviews constitute good data to the RQ developed, where these 

interviews were conducted, and how the information gathered has been subject to thorough analysis. This 

paper aims to explore how institutional investors address human rights in their green investments, and to get 

a comprehensive understanding of this topic, we have constructed a paper that centralizes in-depth, semi-

structured interviews with relevant experts. 

 

Conducting interviews  

In line with the qualitative approach outlined in section 2.1.5, we rely on semi-structured, in-depth interviews 

to elicit relevant insights into how institutional investors address human rights issues in renewable energy 

investments. In-depth, semi-structured interviews are verbal exchanges where the researcher tries to extract 

knowledge from other people by asking open-ended questions. The in-depth, semi-structured interviews 

evolve casually, letting research participants take up topics they believe are essential. In-depth, semi-

structured interviews help explore complicated activities, thoughts, and feelings and gather insights on a wide 

range of experiences (Longhurst, 2009). 

 Hydropower Wind Power Solar Power 

Number of studies in initial Scopus search 1,367 2,720 1,423 

Number of studies after screening by title and abstract 523 623 370 

Number of studies evaluated by full text 117 139 109 
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The interviews conducted rests on a pre-developed set of questions (see appendix 1 and 2) to guide the 

interview. These questions have been divided into three broader categories:  

1. An initial set of open-ended questions concerning the respective organization’s general ESG 

approach. 

2. A set of intermediate questions centralizing the social part of ESG.  

3. A set of ending questions related to the investor intermediation chain7 and the dynamic between 

asset owners and asset managers.  

This approach entails, for instance, that any participant has been allowed to return to earlier questions during 

the interview or develop responses covering forthcoming questions without any interruption. Following the 

Grounded Theory, the data is collected to gather “as complete accounts as possible, and to represent our data and 

research participants fairly”, including any opinions, feelings, experiences, and knowledge expressed. (Charmaz 

et al., 2014, p. 6). Inherently, this paper takes a subjectivist approach to data gathering, as the outcome of the 

interviews will be a function of the social interaction between research participants and the researchers 

(Saunders et al., 2019).  

 

Selecting, finding, and accessing participants  

Our research question refers explicitly to institutional investors, making scouting for potential research 

participants a clear-cut task because we needed to consult people employed by institutional investors. 

However, to get as rich data as possible, we narrowed our target group of interviewees to be employed within 

the investment department of the organization, and, to the degree possible, within the ESG and sustainability 

department, or as fund managers with the responsibility of managing funds wherein renewable energy 

companies or projects are included. People in this category can possess ‘elite positions’, making them 

reluctant to participate in interviews both due to time scarcity and disclosure policies in their respective 

organizations (Morris, 2015). To find potential participants, research was done on known institutional 

investors through their webpage, or in some cases via LinkedIn, which provide good insight into 

organizations, their employees, and employees’ respective positions.  

 
7 A financial or investor intermediary is an operation that function as the middleman between two or more actors in a financial 
transaction or investment, e.g., pension funds, commercial and investment banks, or mutual funds (Boyd, 2008). 



Page 18 of 134 
 

Table 4 shows the complete list of anonymized organizations interviewed to collect this paper’s data, 

including reference codes and general information. Each participant has been approached either by e-mail 

or via LinkedIn. E-mail approaches worked well when we had prior knowledge of the potential participant 

through personal networks. In contrast, LinkedIn provided a helpful tool in more informal cases, where 

contact was made without prior knowledge about the potential participant. Despite the variance in the 

communication channel, all participants have been approached with a written message in which we 

introduced ourselves, our line of study, the research topic, and the research question.  

Table 4: List of Research Participants 

Classification 

(Reference Code) 

Research 

Participant’s 

Occupation 

Type of Organization / 

Relevance to Project 

Date of 

Interview 

Length of 

Interview 

Fund Manager 

(FM1) 

ESG Manager Leading and specialized 

renewable energy fund manager  

31-03-2021 37 minutes 

Fund Manager 

(FM2) 

ESG Manager and  

Environmental 

Management 

Consultant 

Fund manager specialized in 

green energy projects in 

developing countries 

16-04-2021 54 minutes 

Development Investment 

Fund 

(DFI(1)) 

Sustainability 

Director 

Provider of investment funds 

focusing on, i.a., green energy 

investments  

08-04-2021 49 minutes 

 

 

Development Finance 

Institution 

(DFI(2)) 

VP of 

Sustainability and 

Impact 

Provider of investment funds 

focusing on, i.a., green energy 

investments 

14-04-2021 31 minutes 

Asset Manager 

(AM1) 

ESG Specialist in 

Sustainable 

Investments 

Commercial bank (asset 

management division) 

16-04-2021 51 minutes 

Asset Manager 

(AM2) 

Senior ESG 

Specialist 

Commercial bank (asset 

management division) 

23-04-2021 34 minutes 

Asset Owner 

(AO1) 

Senior ESG 

Analyst 

Pension fund 14-04-2021 46 minutes 

Asset Owner 

(AO2) 

Senior ESG 

Manager 

Pension fund 16-04-2021 41 minutes 

 

Asset Owner Head of ESG Pension fund 15-04-2021 42 minutes 
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Place, time, and length  

All 13 interviews took place via Microsoft Teams, the internet-mediated platform for online video calls. To 

a large degree, this approach was the only option due to the societal lockdown in Denmark when conducting 

research, March-April 2021. The national government of Denmark imposed this lockdown to prevent any 

further spread of the coronavirus (Covid-19). However, as these restrictions have prevailed for more than a 

year, it was a natural option for participants to be interviewed through Microsoft Teams. The benefit of using 

internet-mediated video calls is both flexibility and convenience. As interviewers, it meant that we did not 

have to spend time going to and from physical locations but could reach participants from home. In some 

cases, this allowed us to do multiple interviews per day with organizations otherwise geographically dispersed. 

Moreover, video calls allow the interviewee to select a comfortable location from which to participate, which, 

we believe, was to our advantage due to many participants being in top positions as outlined above. 

Interviews were conducted between the 31st of March and the 28th of April 2021 and lasted between 30 and 

60 minutes.   

 

(AO3) 

Asset Owner 

(AO4) 

ESG Investment 

Manager 

Pension fund 31-03-2021 48 minutes 

Asset Owner  

(AO5) 

Head of ESG Pension found 26-04-2021 35 minutes 

 

Asset Owner 

(AO6) 

Head of ESG Pension fund 28-04-2021 43 minutes 

Asset Owner  

(AO7) 

Sustainable 

Investment 

Analyst 

Philanthropic foundation with 

many green energy investments 

via private equity and real asset 

funds 

09-04-2021 33 minutes 
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2.3 Methods of Analysis 

Linking data and analysis  

The data collected has been analyzed following the approach inherent in GT, which prescribes that data 

collection and analysis should be done simultaneously. A pivotal element here is to go back and forth between 

data collection and data analysis multiple times during the period in which interviews are conducted 

(Charmaz et al., 2014). Considering the number of interviews conducted and the associated mass of semi-

structured data collected, this dynamic approach further strengthens the fit between the data and the analysis 

performed. Additionally, this approach implies that themes and patterns within the data are discovered and 

modified along the process to establish a coherent and comprehensive thematic analysis (Saunders et al., 

2019; Mills et al., 2012).  

 

Thematic analysis  

Thematic analysis was adopted as a way of organizing the data collected. Following Richard Boyatzis (in Mills 

et al., 2010), we apply this analytic approach as a means of “(1) seeing, (2) of finding relationships, (3) of analyzing, 

(4) of systematically observing a case, and (5) of quantifying qualitative data” (Mills et al., 2012, p. 4). Hence, thematic 

analysis can be thought of as a ‘foundational method of qualitative analysis’, and we see it as an excellent way 

of turning data into insights to this paper and the data collected (Braun & Clarke, 2006 in Saunders et al., 

2019). This view is because large sets of semi-structured data need some degree of categorization to elicit 

common themes and patterns in the interviews. However, a prerequisite for comprehensive thematic analysis 

implies the recorded interviews to be transcribed and coded (Saunders et al., 2019; Charmaz et al., 2014). 

The prior has been done through a transcription tool, Konch.ai, which first would make an automized, initial 

transcription that would be manually revised afterward. Subsequently, transcribed interviews have been 

imported to the qualitative analysis software, NVivo. Each interview was created as a ‘case’8 before it was 

subject to further coding.  

 

 
8 A case is a function in NVivo that helps to organize all units of analysis and their classifications. 
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Coding 

The process of defining codes was initiated by finding out what is happening in the data, i.e., what is the 

overarching themes, methodologies, experiences, and concerns expressed by the participants when asked 

about their approach to human rights due diligence in green investments (Glaser, 1978 in Charmaz et al., 

2014). Coding has been done based on GT, where “researchers already possess theoretical and research knowledge 

concerning their substantive field” (Charmaz et al., 2014, p. 13). Nevertheless, we have aimed to adopt a mixed 

approach, in which we have: (1) been aiming to categorize obtained data by pre-obtained knowledge through 

the literature review and relevant theoretical lenses as described in the forthcoming theoretical section, and 

(2) tried to analyze the data to develop new understandings and explore a new phenomenon that we were 

not necessarily aware of before initiating the coding process.  

Following GT, coding has been done in three progressive stages; open, axial, and selective (Mills et al., 2010). 

Each stage has varied in scope. Open coding is the first interaction between the researchers and the 

transcribed interviews. Here, we screened the transcribed files and organized sentences, phrases, and 

opinions in overarching categories - some predefined and some created as a function of the common 

observations and thought across participants. Once overarching themes and codes had been detected within 

the raw data, the process of axial coding was initiated. Here, we related the main categories and sub-

categories. An example here is how we tried to understand some of the core elements of participants’ ‘ESG 

approach’ by determining which information and explanations to form the underlying sub-categories. Finally, 

some selective coding was done to construct a link between the codes and the theoretical lenses applied to 

understand the data. Appendix 3 lists the codes created to structure the raw data.   

 

2.4 Reliability and Validity 

Reliability 

In applying the term ‘reliability,’ we refer to a scenario in which “measurement procedure yields the same answer 

however and whenever it is carried out” (Kirk & Miller, 2011, p. 5). In our qualitative approach, we measure how 

institutional investors address adverse social impacts by asking specific questions to a set of industry experts 

and ESG professionals. This process’s reliability can be accounted for in two ways – both internally and 

externally (Saunders et al., 2019). This paper’s internal reliability lies in the consistency of conducting 
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interviews by the same method and having two researchers agreeing on the interpretation, coding, and 

analysis of data. Our findings’ external reliability would be high if other researchers, executing the same 

research strategy as we have, derive equivalent results. Nevertheless, this method section intends not to create 

a repeatable recipe for other researchers to replicate, and therefore, we point to the concept of ‘reflexivity’ 

(Given, 2012; Corlett & Mavin, 2018).  

In qualitative studies, reflexivity recognizes the researchers’ unique background, interests, and knowledge. It 

manifests that the unique knowledge about the research area both among the researchers and the research 

participants ensures richness, meaningfulness, and reliability of the findings (Given, 2012). However, the 

relevance of reflexivity in this thesis is not meant to obfuscate the importance of constructing a solid 

methodological approach that can enhance both internal and external reliability (Saunders et al., 2019). Thus, 

for our interpretive, emergent, and qualitative study, reliability shapes up differently due to our philosophical 

point of departure. Since we perceive social phenomena as complex and context-specific, duplication and 

consistency are less feasible. Nonetheless, this is balanced out by thorough reflections of our process of 

interacting with the research objectives and participants (Payne & Payne, 2004). Furthermore, the practice 

of reflexivity allows us to constantly refine our research design and research question (Agee et al., 2011).  

 

Validity 

Validity is about the correctness of the findings we present, and reliability can be high without creating 

‘correct’ findings, hence without high validity (Kirk & Miller, 2011). Validity is assessed by looking at three 

different parameters. First, the appropriateness of the measures used; second, the accuracy of the analysis of 

the results; and third, the generalizability of the findings (Saunders et al., 2019). Concerning the first 

parameter, this thesis seeks to ensure validity by applying relevant measurements in the form of interviews. 

Validity is ensured by asking relevant questions, requiring the participant to reflect on and outline the 

procedures taken to address relevant impacts. Concerning data analysis accuracy, double-checking and 

collaboration have been done between both researchers behind this paper. In addition to this, all interviews 

were recorded in agreement with participants, which gave us the chance to transcribe interviews, re-read 

statements, and re-code any initial misinterpretation. Concerning the generalizability of this thesis, it is 

important to stress that the aim has not been to generate generalizable findings.  
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Triangulation 

We perceive triangulation as a milestone on the path to greater knowledge of the research question and 

objectives under study. In addition, we strive to ensure reliability and validity through triangulation. First and 

foremost, an investigator triangulation occurs due to the researchers’ duality, where ongoing discussions, 

mutual reviews, bilateral considerations, and collaborative teamwork have characterized the project 

throughout the entire process. Investigator triangulation relies on containing more than one researcher and 

our different perceptions of the matters (Bryant & Charmaz, 2019). Secondly, by combining an extensive 

amount of academic literature from the systematic literature review with verbal data from interviews to assess 

research participants’ insights, data triangulation is pursued (Bryant & Charmaz, 2019). Thirdly, as a critical 

element to GT, the emergence of theories rests on a combination and adaptation of current theories. Here, 

principal-agency theory is combined with concepts from the responsible investing field. Furthermore, the 

theory of institutions that emerged in this study is based on two separate strings in institutional theory. Thus, 

working towards theoretical triangulation (Bryant & Charmaz, 2019).  

 

2.5 Delimitation 

In the quest to illuminate how institutional investors address human rights issues, the choice of research 

strategy naturally poses some limitations. Choosing GT works well to gain primary data via interviews and 

subsequently construct valuable insights from this data. However, this approach implies that limited attention 

should be put on pre-existing theoretical foundations, particularly in the coding section of the analysis. The 

grounded theory is an emergent strategy that seeks to develop new insights between the researcher and 

participant. Inherently, this puts some limitations on how we can let our pre-conceived theoretical 

understandings of the research topic influence the dynamic process of code development and analysis 

(Saunders et al., 2019). 

Since GT is an emergent strategy, we as researchers want to be led by theories shaped by data we gather, 

both in terms of the literature review and the interviews, instead of being too induced by current theories in 

academia. By utilizing GT, we must avert being too sensitized to already uncovered theoretical concepts, 

permitting us to create a meaning of research participants’ remarks to steer the study. Thus, we must possess 
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a theoretical sensitivity, which implies that we ought to be sensitive to our empirical research and turned in 

the direction of creating and adapted a GT from the data. Since GT is emergent, it requires discovering an 

underlying theme, which involves meticulous coding, continuous assessments, theoretical searches, and 

theoretical sensitivity to create a theoretical exploration. The strategy has some pitfalls related to the risks of 

simply uncovering insignificant or descriptive topics (Bryant & Charmaz, 2019). 

Furthermore, an abductive GT strategy is very time-consuming and intensive, requiring thorough reflections, 

continuously going back and forth between theory and data, and an extensive amount of data. Therefore, 

there is a risk of being challenged by a shortage of time, data access, and methodological experience. Such 

an approach is open-ended and time-consuming and may not be practical when undertaking a time-limited 

research project. At last, the research is subject to pressures arriving from a value-bound and potentially 

biased process when conducting a qualitative study. Being aware of this risk, we as researchers intend to take 

advantage and leverage this by constantly questioning our inferences and disclosing our point of departure 

to all research participants, ensuring transparency while allowing for the narrative to be challenged and 

broadened (Bryant & Charmaz, 2019). 
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3 Systematic Literature Review: Social Impacts of Green Energy 

This systematic literature review investigates the state of academic literature to address social impacts linked 

to the renewable energy sectors, namely hydropower, wind power, and solar power. Each sector has been 

investigated based on eight human rights indicators: (1) Indigenous Peoples’ and Affected Communities’ 

Rights, (2) Land Rights, (3) Security and High-Risk Contexts, (4) Human Rights and Environmental 

Defenders, (5) Labor, Health, and Safety, (6) Right to a Healthy and Clean Environment, (7) Transparency 

and Anti-Corruption, and (8) Equality and Inclusion (BHRRC, 2020). The findings are used to create a 

synthesis that describes the most addressed topics within each energy sector.  

 

3.1 Ind. 1: Indigenous Peoples’ and Affected Communities’ Rights  

This indicator assesses conflicts concerning indigenous peoples’ and affected communities’ rights, addressing 

issues pertinent to recognition, culture, benefit-sharing9, and community benefits.  

 

Hydropower 

There is a substantial body of research on the intersection between hydropower development and indigenous 

people in academic literature, where hydroelectric dams frequently are cited for having a detrimental impact 

(Aiken and Leigh, 2015; Andrews et al., 2018; Jaichand & Sampaio, 2013; Kabra & Mahalwal, 2018). Jaichand 

& Sampaio (2012) explain how the Brazilian Belo Monte Dam has threatened multiple communities’ cultural 

rights by displacing people from where their ancestors are buried. Andrews et al. (2018) present the concept 

of ‘cultural flows’, which adequately explains the impact on indigenous culture caused by hydropower in 

downstream river systems. The authors point out the importance of understanding the complex social-

environmental relationship between communities and rivers and how hydrology may be vital to long-

standing norms, values, and preferences of indigenous people (Aiken & Leigh, 2015; Asiama et al., 2017; 

Simonov et al., 2019).  

 
9 Benefit-sharing is the action of sharing the financial advantages, benefits or profits derived from the use of natural resources to 
affected or local actors or communities. It should be established as an agreement between the relevant stakeholders (InforMEA, 
2021).  
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Another vital aspect of companies’ behavior is their approach to benefit-sharing. Benefit-sharing was 

outlined as a strategic priority by the World Commission on Dams (WCD), an expert group appointed to 

give recommendations on the structure and planning of large dams worldwide in 1998 (Schulz & Adams, 

2021). Wilmsen and Webber (2010) assess the benefit-sharing component of the WCD in China’s context 

and finds that policy commitments fail to improve affected communities. The author emphasizes that 

benefit-sharing often results in only temporary jobs around the construction site and declining household 

incomes for affected communities in China (Wilmsen and Webber, 2010). Annys et al. (2019) account for 

the hydropower project in the Tana-Beles basin in Ethiopia and calls it a “text-book example of non-benefit sharing” 

(Annys et al., 2019, p. 445). On the other side, Prescott et al. (2017) point out that hydropower projects in 

Myanmar can combat electricity shortages in deprived areas. Nevertheless, electricity is generated for export 

purposes and provides little benefit for locals (Prescott et al., 2017). Schulz and Adams (2021) use the 

recommendations and guidelines initially developed by the WCD to assess how a group of social and 

environmental researchers view the future for dam planning in Latin America and find that a central 

viewpoint among researchers is that the rights and needs of vulnerable people should be the primary concern 

(Schulz and Adams, 2021). 

 

Wind power 

The effect of the upsurging wind power projects on local and indigenous communities has been widely 

disputed, and the positive effects have been embodied in the concept of ‘community wind’. The concept 

acknowledges the associated benefits of incorporating local populations in power projects, such as forming 

stronger communities, education, and financial gains. Several authors highlight the potential benefits of wind 

power projects, such as investments in community funds and economic spillovers at the local level, additional 

revenues from taxes, new employment and educational opportunities, and infrastructural upgrading 

(Martínez-Mendoza et al., 2020; Howe et al., 2015; Firestone et al., 2015; Haf & Parkhill, 2017; Velasco-

Herrejon & Bauwens, 2020; Kim et al., 2018).  

Furthermore, in Scotland and Wales, examples of community wind leading to the development of local jobs 

and additional income flows have resulted in a cultural stimulation of local communities, upgrading local 

services, and reversed depopulation patterns (Haf & Parkhill, 2017). Likewise, the Lake Turkana region in 

Kenya has had hundreds of kilometers of road improved for the transportation of turbines (Cormack & 
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Kurewa, 2018), while the Mexican region, Istmo of Tehuantepec (from now on called Istmo), have had 

around ten thousand jobs created in connection to the installation and operation of wind turbines (Martínez-

Mendoza et al., 2020). Nevertheless, Firestone et al. (2015) state that legislators and developers encounter a 

big task connected to the fact that wind projects might infringe on social customs, cultural values, and the 

surroundings, given the size of, and the space needed for, wind turbines (Firestone et al., 2015). According 

to Velasco-Herrejon & Bauwens (2020), this might ultimately lead to a lack of recognition of the native’s 

collective identity (Velasco-Herrejon & Bauwens, 2020). 

Many researchers highlight that indigenous communities worldwide have been disputing over and striving 

for their recognition and respect following the colonial era (Ramirez, 2019; Dunlap, 2018; Cormack & 

Kurewa, 2018). A significant issue for communities fighting against wind power development is wind farms’ 

construction in sacred places. The windmills alter with the local lands and subsequently affect the cultural 

heresy of the local communities, who prize the connection with the soil and the sacred sites by maintaining 

a livelihood from the natural resources (agriculture, herding, fishing, and hunting) and a strong spiritual 

connection to nature (Szpak, 2019; Cormack & Kurewa, 2018; Österlin & Raitio, 2020).  

Conflicts like these are geographically dispersed and are demonstrated with several indigenous groups, such 

as the Zapotec and Ikoots in Mexico (Ramirez, 2019; Dunlap, 2018; Martínez-Mendoza et al., 2020), the 

Sami in Sweden (Szpak, 2019; Österlin & Raitio, 2020; Cambou, 2020; Larsen et al., 2017), the Loiyangalani 

in Kenya (Cormack & Kurewa, 2018; Achiba, 2019), the Uireyong and Yeongam in Korea (Kim et al., 2018), 

the Inuit in Canada (Mercer et al., 2020), and the Hulliche in Chile (Tironi & Sannazzaro, 2017). Several 

authors have connected the green transition with postmodern colonialism10 (Dunlap, 2018c; Cambou, 2020; 

Ramirez, 2019), and according to conceptualizations of Ramirez (2019), we are witnessing social turbulences 

of environmental injustice11, exemplified by the loss of lands and customs (Ramirez, 2019).  

Larsen et al. (2017) argue that the present policy instruments are insufficient to address and protect 

indigenous rights. Also, the authors posit that halting institutional conditions have been influenced by 

remnants of colonialism and discrimination, where native populations frequently face unfair and unequal 

 
10 Postmodern colonialism has also been referred to as environmental colonialism, green colonialism or internal colonialism and 
asserts that “that there is only one, right way to use land, live, organise culture and/or develop a nation” (Dunlap, 2018b, p. 553).  
11 Social turbulences of environmental injustice is defined as “unpredictable behavior of political and social systems in contexts in which 
existing laws, regulations, and norms regarding environmental justice are not observed” (Ramirez, 2019, p. 1). 
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treatment (Larsen et al., 2017). Examples of these recognition injustices can be seen in Sweden, where the 

Sami people had their rights to a fair trial violated (Cambou, 2020), and in Kenya, where the multinational 

consortium behind LTWP fail to acknowledge the tribal community of Loiyangalani as indigenous, 

consequently denying them their rights to the land and compensation (Cormack & Kurewa, 2018; Achiba, 

2019).   

 

Solar power 

One group of studies investigates solar energy’s perception among indigenous people, such as Mercer et al. 

(2020), who have engaged with nine indigenous communities in Southeast Labrador, Canada. The study, 

which is based on 211 interviews with community members, finds that solar and wind power projects are 

the sources that enjoy the most support among these communities, whereas hydropower is vehemently 

opposed (Mercer et al., 2020).  

In Ecuador, rural electrification has been a great concern for the government. However, choosing between 

grid-extension schemes (connecting rural areas to central power sources) vis-à-vis independent power-

projects (solar PV), which can be installed near the rural community, seems to be a matter of economic 

viability rather than local preferences. Consequently, indigenous people’s cultural rights are not always 

adequately considered in electricity distribution. In one case, a local community in Northern Ecuador 

opposed a solar microgrid due to undesired cultural impacts. However, the Ministry of Electricity imposed 

the project on the community despite the cultural violation, suggesting that the awareness is there, but the 

respect towards the cultural rights is missing (Foureaux et al., 2016). In Mexico, similar findings were made 

in the Yucatan peninsula, where Meakoui et al. (2020) studied the local communities and their territories, on 

which new solar power projects are being installed at a rapid pace. This specific case analyzes the San José 

Muna Solar Park and how it impacts the local community and their way of life, living on their ‘ejido’.12 The 

case illuminates the power asymmetries among various actors, such as the government, the energy company, 

and the locals, and how powerful actors exploit inequalities within a given community to acquire and impose 

solar energy projects (Meakoui et al., 2020).   

 

 
12 Mexican expression for indigenous peoples’ sacred land (Meakoui et al., 2020).   
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3.2 Ind. 2: Land Rights 

This indicator addresses conflicts related to land rights, land tenure, and land deals. The fair process regarding 

land rights should be ensured by a ‘Free, Prior and Informed Consent’ (FPIC), which includes an open and 

voluntary consultation with local communities as a tentative effort when developing industrial projects. The 

FPIC tool embodies the judicial effect of indigenous struggle against colonialist pressures and represents the 

‘right to self-determination’ (Horowitz, 2004).  

 

Hydropower 

Within the industry of hydropower, land rights constitute an essential element of people’s livelihoods, as 

hydropower projects tend to change landscapes and the ability to live on certain land due to potential flooding 

and drained rivers (Ribeiro & Morato, 2020; Machado et al., 2017; Hanna et al., 2016). When it comes to 

hydroelectric dams, the FPIC principle is increasingly used to assess indigenous communities’ involvement 

in decision-making, as well as the right to self-determination. Heinelt (2019) applies the derived concept of 

‘Prior Consultation’ (PC) to the Barro Blanco Dam case in Panama, which was constructed without the local 

Ngöbe people’s full consent. The construction was done despite recognizing such indigenous rights in 

Panama, and it shows that even where indigenous rights are embedded in national legislation, their ability to 

orchestrate bargaining and participate in decision-making efficiently may be limited. Schapper & Urban 

(2019) study two hydropower projects in Malaysia and Ethiopia to assess national legislation vis-à-vis 

international hydropower development norms. Whereas international declarations recognize local 

communities’ land rights, these cases illustrate the lack of respect for such international norms, given that 

both countries failed to conduct mandatory risk assessments, including prior consultation and potential 

environmental damage (Sikka, 2020).  

Asiama et al. (2017) examine the Ghanaian government’s land acquisitions related to three large hydropower 

projects that required massive resettlement schemes. The study uses a proprietary assessment framework for 

good governance and finds that the Ghanaian institutional setting does not adequately incorporate neither 

the FPIC nor the relationship between indigenous people and their rights to land in the land acquisition 

process. Hence, substantial loss of livelihood resulted from resettled communities (Asiama et al., 2017). 

Further, many studies scrutinize the (lack of) compensation to indigenous people following resettlement 
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from their customary lands due to hydropower deployment. Although compensation payments are required 

by law universally, unfair or unequal compensation schemes have been observed in Malaysia (Hisham et al., 

2014), Ghana (Asiama et al., 2017), India (Levien, 2017), Pakistan (Sabir & Torre, 2020), Brazil (Hanna et al., 

2016), and China (Wilmsen & Webber et al., 2010).  

 

Wind power 

Issues of land use and rights are closely connected to the indigenous struggle of being recognized by states 

and wind power developers (Ramirez, 2019; Dunlap, 2018; Cormack & Kurewa, 2018; Achiba, 2019). 

Firestone et al. (2015) stress that territory might be an essential element of the community composition and, 

as a result, it might constitute a big part of the daily lives of inhabitants and the broader population’s integrity, 

contributing to a feeling of belonging and a perception of identity (Firestone et al., 2015). As Brannstrom et 

al. (2017) label it, this ‘social embeddedness’ is exemplified in the conflict of Istmo, where wind power 

enterprises had offered specific land leasing contracts to farmers, turning some smallholders into 

leaseholders, who could obtain extra revenue from renewable energy firms. Nevertheless, the inhabitants 

view the land as public and do not acknowledge lease contracts ordering private proprietorship (Velasco-

Herrejon & Bauwens, 2020).  

In addition to disputes regarding land tenure, researchers argue that the increasing privatization has caused 

coercive impositions on local lands, resulting in ‘land grabbing’13 (Ramirez, 2019; Dunlap, 2018b; Achiba, 

2019; Backhouse & Lehmann, 2019). Furthermore, Dunlap (2018c) talks about the concept of ‘green 

grabbing’, which is government-endorsed land grabbing by enterprises to benefit the environment. In other 

words, green grabbing moves the control of territory or natural resources to private actors with an 

environmental justification (Dunlap, 2018c). Cormack & Kurewa (2018) and Achiba (2019) show a crystal 

clear example of green grabbing in Kenya, where the local council approved a tenancy that transformed 

formerly communal land into a private territory for the LTWP consortium. The local communities, who 

were not entitled to reimbursement for loss of territory or resources, assert that the council and LTWP acted 

illegally since no FPIC was conducted (Cormack & Kurewa, 2018; Achiba, 2019). Similar cases have occurred 

with the Xákmok Kásek community in Paraguay, the Kichwa in Ecuador (Szpak, 2019), and the Sami in 

 
13 Land grabbing is defined as land deals or acquisitions that occur without a FPIC (Oxfam, 2021).  
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Sweden (Cambou, 2020). In instances, these failures to conduct FPICs have led to relocations and 

dispossessions of indigenous communities (Szpak, 2019; Achiba, 2019).  

Several authors point to a lack of legislation, the rule of law, planning, and impact assessments to entirely 

assure the right to ‘free, prior, and informed consent’, while wind energy projects continue in the meantime 

in countries such as Bolivia, Paraguay, Ecuador, Mexico, Sweden, and Kenya (Dunlap, 2018; Szpak, 2019; 

Ramirez, 2019; Cambou, 2020; Österlin & Raitio, 2020; Cormack & Kurewa, 2018). Furthermore, 

Brannstrom et al. (2017) highlight the importance of considering developing countries’ institutional contexts 

characterized by land-tenure insecurity and weak institutions when forming the land leasing plans in regions 

aimed for wind energy development (Brannstrom et al., 2017). 

The case of Istmo is the most reported case of land rights conflicts connected to wind power development. 

Several authors continue to show the example, where an eight-month FPIC was rolled out in the aftermath 

of intense protests and conflicts due to the construction of more than 1,600 windmills between 2003 and 

2015. This FPIC occurred based on coercion and threats in which several community landowners felt 

pressured into signing land tenure deals and where the methods of payments have been questioned (Dunlap, 

2018; Ramirez, 2019; Zárate-Toledo et al., 2019; Martínez-Mendoza et al., 2020; Backhouse & Lehmann, 

2019, Velasco-Herrejon & Bauwens, 2020). Also, Dunlap (2020) and Brannstrom et al. (2017) show a 

resemblance between the land acquisition procedure of respectively Mexico and Brazil, where the primary 

method to acquire land contracts has been for corporations to deal with legislators and elites directly, who 

then would enable land possessions and participate in individualized meetings with the landholders (Dunlap, 

2020; Brannstrom et al., 2017).  

 

Solar Power 

To analyze the intersection between local communities’ land rights and land distribution for solar power 

purposes, Yenneti et al. (2016) apply the concept of ‘spatial justice’, which relies on theory concerning social 

justice. Inherent in this concept is the understanding that “unequal distributions can only be tolerated if they generally 

work to the advantage of the least favored” (Rawls, 1971, as cited in Yenneti et al., 2016, p. 91). The concept is 

applied to the Charanka Solar Park in Gujarat, India, explored through interviews with locals. They expressed 

how their livelihoods had been severely impacted by the government’s decision to dispossess their 
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communities and the local activities exhibited on that land in favor of a solar project. Conflicts arise partly 

due to the Indian national legislature’s judicial ambiguity. The Indian state has the legal claim to exercise 

power when acquiring land, as formally stated in the national law. Since 2006, legislative progress has been 

made to recognize indigenous people’s rights to land via the ‘Scheduled Tribe and Other Traditional Forest 

Dwellers Act’. Nevertheless, the problem persists as many communities have little knowledge about its 

existence and possess a low capacity to pressure local state agencies (Yenneti et al., 2016).  

Sareen & Kale (2018) made similar findings regarding Gujarat, India. They point to the ‘bureaucratic venues’ 

in which business-government ties and vital capital interests enjoy power over land that small-scale actors do 

not have (Sareen & Kale, 2018). Furthermore, Rignall (2016) analyzes the Moroccan Agency for Solar 

Energy’s decision to purchase three thousand hectares of collectively-owned land to construct a new 

concentrated solar power (CSP) plant. This act was met with great resistance among local communities as it 

feeds into the state’s ‘territorialization strategies’, which have been exhibited multiple times since the colonial 

era (Rignall, 2016). Similar hurdles have been studied by Poornima et al. (2019), who promotes the benefits 

of floating photovoltaic (PV) panels as a potential way to solve land conflicts (Poornima et al., 2019).  

 

3.3 Ind. 3: Security and High-Risk Contexts 

This indicator assesses the issues of high-risk contexts, conflict areas, and security hazards directly related to 

the project’s operation or construction and indirectly throughout the value chain. 

  

Hydropower 

The intersection between hydropower and high-risk context yields few references in the literature assessed. 

Nevertheless, studies on hydropower have been conducted in the context of high-risk areas, either where 

conflict has been or is still going on to some extent (Polanco, 2018) or where institutional frameworks cannot 

prohibit land management conflicts (Sabir and Torre, 2020). An example of the former can be found in the 

study by Polanco (2018), who illuminates Colombia’s violent context. Here, private companies seek to 

develop hydropower projects amid armed conflict for territorial control among guerillas, paramilitary groups, 

and national law enforcement (Polanco, 2018).  
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In Pakistan, institutional arrangements have persistently failed to allocate land and recognize disputed 

territories, which has led to internal conflicts over land among villagers. The Diamer Bhasha Dam project’s 

construction in an already vulnerable area further decreased people’s livelihood and increased social tensions 

and protests, some of them with mortal outcomes (Sabir and Torre, 2020). Also, Marijnen & Schouten (2019) 

outline the Congolese context, in which an estimated 89% of the population lives without access to electricity. 

Thus, increasing the electricity supply seems like a good idea regardless of the source. However, scrutinizing 

the Virunga national park and associated communities’ hydro-induced electrification reveals how these 

developments created increased tensions, dissatisfaction, and economic loss due to the high prices set on the 

electricity (Marijnen & Schouten, 2019).  

 

Wind power 

Like the hydropower sector, the risks and conflicts related to the operating or sourcing of wind power 

projects seem to be an under-represented academic research theme. Direct conflict in countries of operations 

has been researched, especially in Istmo by Dunlap (2018), Zárate-Toledo et al. (2019), and Howe et al. 

(2015), where the local community experienced verbal abuse, intimidations, and clashes, throughout and 

following, the FPIC. Furthermore, Dunlap (2018) claims that the wind power corporations have financed 

intimidation groups, further increasing the regional project’s tension (Dunlap, 2018). The consortium behind 

the project eventually hired private security forces to the building ground, who were attacked by locals due 

to enforced controls of fishing permissions, among other reasons. This attack led to several days of blockades 

of public infrastructure and wind farms, confrontations, shootings, an increasingly militant opposition, and 

two recorded deaths (Dunlap, 2018c; Zárate-Toledo et al., 2019; Howe et al., 2015; Martínez-Mendoza et al., 

2020).  

Although it is covered to a limited extent, another theme in the literature is the supply chain governance of 

wind companies, which need essential minerals and metals from the mining industry. Generally, the mining 

sector has been altered by so-called ‘conflict minerals’, which are defined as minerals that “finance armed groups, 

fuel forced labour and other human rights abuses, and support corruption and money laundering” (Church & Crawford, 

2020, p. 284). Nations battling with political volatility and governance in the extractive industry are fragile 

and are bound to have minerals connected to violence, conflicts, and human rights violations (Church & 

Crawford, 2020).  
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The wind energy industry is highly dependent on minerals such as bauxite, cobalt, copper, and lead. For 

instance, cobalt extraction in the Democratic Republic of Congo is frequently linked to violence and is even 

mentioned as the “blood diamonds of this decade” (Church & Crawford, 2020, p. 280). In 2017, in Guinea, one 

person passed away, and twenty were hurt by national law enforcement in demonstrations against the effects 

of bauxite extraction. In 2011, groups in the region of Qinghai, China, implored the government to take 

steps against lead extraction, which was known to produce elevated amounts of water contamination and 

threaten community citizens’ lives. Comparable demonstrations have similarly been documented against 

copper extraction in Tibet (Church & Crawford, 2020).  

 

Solar power 

When addressing this topic in the solar power sector, only two texts appear, where each contains two relevant 

references, which indicates a research gap. Nevertheless, Pansera (2013) refers to the ‘environmentalism of 

the poor’ as an essential concept in understanding how the linkage between the economy, ecology, and 

society, and the exploitation of renewable energy sources in poor areas, may lead to social conflicts (Pansera, 

2013). Secondly, Van de Graaf & Sovacool (2014) analyze the desertic solar project in Morocco and the 

Gobitec solar project in Mongolia to understand the international politics of installing these projects and 

exporting the energy generated to nearby regions. Their generalized findings suggest that transnational energy 

megaprojects always come with inevitable trade-offs regardless of geographical context. The trade-offs are 

due to the multiplicity of actors, regulations, stakeholders, and environments, that altogether express “so many 

interests, so many values, and so many variables, that conflict overcomes prudence and real cost (in money, in social upheaval, in 

corruption, in environmental devastation) exceed benefit” (Van de Graaf & Sovacool, 2014, p. 26).  

 

3.4 Ind. 4: Human Rights and Environmental Defenders 

This indicator assesses conflicts related to respecting the rights of human rights and environmental 

defenders. These issues are related to the threats and retaliation of project opposition, protestors, activists, 

and researchers. 
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Hydropower 

Hydropower dams have, as outlined, been widely studied in terms of their ability to fit within the rights of 

indigenous people and the land rights that local communities have across the world. However, when 

resistance is met from local communities, protest leaders may often find themselves at risk of attack (Delina, 

2020). Human rights and environmental defenders usually consist of protesters who resist dam planning in 

various contexts. In Guatemala, the ‘historical legacy of civil war’ has shaped cohesion among indigenous 

communities, expressed in the way communities tend to participate in protests against natural resource 

extraction, namely mining and hydropower. Thus, the persistence of domination and social injustice towards 

specific parts of society appears likely to create defenders, who, in one way or another, jeopardizes individual 

safety and oppose natural resource extraction by participating in protests (Wayland & Kuniholm, 2016). Phan 

(2018) examines what additional factors that might explain the success of protesters in shutting a project 

down and finds that greater diversity of groups protesting, be that indigenous people, NGOs, students, or 

even celebrities, as well as protester support from within the government, may increase opposition success 

(Phan, 2018).  

Such outcomes are not always the case, and protesting for the defense of nature conservation or human 

rights may come at a high price. Ardón & Flores (2017) use the example of Bertha Cáceres, who was the 

founder of the Civic Council of Popular and Indigenous Organizations of Honduras. Her fight to protect 

nature and the way indigenous people have been engaging with it for so long stands out as one of the essential 

acts in mobilizing people against transnational companies and their pursuit of natural resources. This point 

is significant in the setting of many Latin American countries, where indigenous people are labeled as 

‘opponents to development’ and persecuted by large corporations who have employed ex-military soldiers 

to ferociously prevent any opposition (Ardón  & Flores, 2017).  

In 2019, the NGO, Global Witness, stated that the Philippines was the country with the most murders of 

environmental defenders, numbering 30 public reported incidents. These incidents happen while the 

country’s hydropower industry has been growing to serve energy demand in various areas (Delina, 2020). 

Recently it has been revealed that the Alimit Project, a 390 MW hydropower project, which received local 

authorities’ approval to commence after four years of FPIC-process with local communities, has been subject 

to individual threats, harassment, and social injustice towards individual community leaders acting on behalf 

of groups and their sacred lands (Delina, 2020).  
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Wind power 

To a limited extent, the rights of human rights and environmental defenders connected to the wind power 

sector have been subject to scrutiny in academia. These issues have been described concerning the 

aforementioned conflicts of recognition and land use, where protestors and activists have mobilized against 

the wind power projects. At large, Mexico is regarded as the most unsafe nation for human rights defenders, 

and Ramirez (2019) notes that 730 cases of human rights abuse occurred during the first five months of 2017 

against human rights and environmental defenders (Ramirez, 2019). The conflict in Istmo has yet another 

dimension to it, by being an arena for harassment, assault, robbery, and cybercrime against human rights 

defenders (Zárate-Toledo et al., 2018; Dunlap, 2020; Dunlap, 2018c; Ramirez, 2019; Martínez-Mendoza et 

al., 2020). The native Zapotecs and Ikoots communities have informed of murders of their people while 

striving to defend their lands and prevent the additional construction of windmills in the region. 

Furthermore, the Istmo can similarly narrate both examples of overt and covert coercion, such as the 

discharging of firearms close to households, robberies, attempts of abductions, unlawfully being held in 

custody by law enforcement, people being shadowed and tailed, and burnings of ranches and road campsites 

(Dunlap, 2020).  

 

Solar power 

The matching of human rights keywords with the literature analyzed yields few results on human rights 

defenders per se, but some articles refer to the protests in various countries regarding solar projects. Cantoni 

& Rignalli (2019) highlight the NoorO Concentrated Solar Project in Morocco, which sparked protests when 

previous tribal land was acquired based on a 1919-colonial-era government decree (Cantoni & Rignall, 2019). 

Community leaders, in this case, were only informed and consulted after decisions regarding the transferring 

of inherited areas were made, and their modest concerns regarding benefit sharing were framed as 

‘obstructionist’ by the central government.   
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3.5 Ind. 5: Labor, Health, and Safety  

This indicator addresses workers’ labor rights within the respective industries, especially concerns about 

these workers’ health, safety, and wages.  

 

Hydropower 

The literature on hydropower and labor issues is scarce, where the keyword search yields three texts, with an 

average amount of four references per text. In a study from 2013, Lin et al. (2013) examine the effectiveness 

of a new real-time monitoring system on the Xiloudu arch dam in China and finds that the system monitors 

workers’ live location around a construction site, which can effectively improve health and safety 

management. Several industry actors have welcomed such technologies, as previous safety measures relied 

primarily on contractor supervision and owner inspections. In China, fatalities related to hydropower 

construction are higher than in any other industry, resulting in severe negative social impacts and economic 

costs (Lin et al., 2013).  

Maintenance of hydropower projects is vital in ensuring effectiveness and economic viability throughout the 

project’s lifetime (Singh et al., 2020). Specifically, the maintenance workforce and the wellbeing of these 

people constitute an essential determinant of a project’s overall social performance. Singh et al. (2020) have 

created a sustainability framework that entails the wellbeing of the workforce as well as the owner’s 

commitment to ensure an efficient management system, employment of adequate instruments, and most 

importantly, to have safety guidelines and protocols, including emergency management, flooding-procedures, 

and evacuation practices in place (Singh et al., 2020).  

 

Wind power 

Within the global wind power sector, about 100 fatalities in windmills operation have occurred as of 2018 

(Freiberg et al., 2018). Even though Freiberg et al. (2018) point out that statistical figures on accidents, 

injuries, and illnesses occurring from operating in the wind power industry are absent, several authors present 

the potential health hazards of wind turbine personnel (Moynihan, 2013; Matatiele & Mary, 2016; El Bouti 

& Allouch, 2020; Freiberg et al., 2018). Examples of accidents entail falling from up to 150 meters, severe 
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injuries from fires, electrical shocks, crush wounds, and exposure to oil, lubricants, dust, and potentially 

dangerous nanomaterials (Üstüner, 2011; Moynihan, 2013; Matatiele & Mary, 2016; Freiberg et al., 2018).  

Furthermore, wind turbines’ production is highly dependent on magnets, which are made of rare earth 

metals. These minerals generate radioactive waste residue and toxic gases recognized for being hazardous 

and pose significant health risks, linked primarily to organ disorders, skin illnesses and burns, and procreative 

problems (Matatiele & Mary, 2016). Matatiele & Mary (2016) point out that windmills production is a 

resource-intensive procedure involving vast quantities of chemicals and rare earth metals. Thus, hazardous 

exposure to toxic materials appears inevitable in wind turbine development (Matatiele & Mary, 2016). Further 

exposure to chemicals and toxic materials in the manufacture is expounded, for instance, epoxy resin, related 

to allergic skin conditions, and styrene, linked to nasal, breathing, and eye ailments. Cases of allergies and 

eczema have been reported at turbine manufacturers in Spain, the USA, Denmark, and Germany (Freiberg 

et al., 2018).  

Besides the substantial risks and impacts on technicians, attention has also been pointed to potentially 

harmful noise released from the turbines. According to Freiberg et al. (2018), noise from onshore windmills 

presents an augmented hazard for irritation, sleep problems, and reduced overall wellbeing for personnel. 

Cases of noise annoyance and sleep troubles have been reported by personnel at an onshore wind farm in 

Iran (Freiberg et al., 2018). Nevertheless, Pleban et al. (2017) posit no recorded information confirming the 

health risks with job-related exposure to noise and infrasonic sound released by windmills (Pleban et al., 

2017).  

The safety measures of wind farms have also been distinguished between onshore and offshore plants (Robb, 

2005; Freiberg et al., 2018), where cases of traumatic injuries and acute diseases have happened throughout 

the installation and operation of offshore wind turbines in Germany (Freiberg et al., 2018). According to 

Robb (2005), offshore wind farms pose more significant safety risks for personnel, both in the construction, 

operation, and maintenance at sea. First of all, offshore wind farms’ operations are overseen from a distance 

at land-based facilities, where technical teams are being called out for planned maintenances and impromptu 

repairs. Here, the increased risk appears related to travel from the coast, operating at night, rearranging 

equipment, potential diving maneuvers, and the danger of fires with limited exit opportunities (Robb, 2005). 

Even though the occupational conditions and hazards in the wind turbine sector are harsh, it is not to 

overlook that the industry is highly regulated, and ever more procedures are being implemented to mitigate, 
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and eventually prevent, these risks, although it is not a straightforward task (Matatiele & Mary, 2016; Robb, 

2005).  

 

Solar Power 

Solar power plants may impose various health and safety risks on workers (Kanan et al., 2018; Branch, 2018). 

Otieno and Loosen (2016) consulted with six industry experts to extract critical environmental and social 

risks of constructing concentrated solar plants (CSP)14. The findings conclude that the risk from working at 

such plants is ‘moderate’, partly due to the risk of leaks from the applied fluid, which, with insufficient 

maintenance, may leak from the closed-loop system and cause fires or small explosions. Additionally, CSP 

plants’ injuries have been observed related to the breakage of mirrors during installation or the collapse of 

surrounding construction during the development phase (Otieno & Loosen, 2016). 

Corona et al. (2017) conducted a social life cycle assessment (S-LCA) of a CSP in Spain to identify potential 

social risks in different CSP life cycle stages. The study contains multiple findings that exemplify the risks 

inherited in CSP deployment. Firstly, the study includes sourcing material from various countries and the 

risks of these countries and the relevant sectors, such as metals sourcing from Mozambique or molten salts 

from Chile. Secondly, it is highlighted that the operations and maintenance (O&M) phase is the phase with 

the highest social risk, which is associated with the import of natural gas and the subsequent consumption 

of it to increase electricity production from the CSP. Finally, while the conclusion emphasizes the negative 

impact of the CSP on indicators such as fair salary, discrimination, and fair competence, it is also found that 

the CSP in Spain does perform slightly above average in terms of overall welfare generation (Corona et al., 

2017).  Ramírez-Márquez et al. (2019) manifest the health hazards inherent to solar grade silicon production, 

an essential part of solar panels.  Four types of risks are identified as being particularly prominent within the 

production processes of silicon, namely working conditions, chemical hazards, physical hazards, and work 

organization (Ramírez-Márquez et al., 2020).  

 

 
14 CSPs differ from conventional solar power, as it utilizes direct solar rays and mirrors them to a focal point on which a heat-
carrying liquid circulates and evaporates. The generated vapor is then turned into electricity by a turbine (Cantoni & Rignall, 
2019).  
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3.6 Ind. 6: Right to a Healthy and Clean Environment 

This indicator addresses the most significant environmental trade-offs and impacts of the industry at hand.   

 

Hydropower 

The environmental impact of hydropower has been widely contested in academic literature. In particular, 

many studies look into the environmental impact assessment (EIA) procedure leading up to projects’ 

deployment. Erlewin (2013) summarizes some of the main issues of EIA’s as “inadequate screening and scoping, 

poor quality of EIA reports, the failure to consider alternatives, inadequate public participation, insufficient implementation of 

mitigation and monitoring measures and the weak impact of impact assessments on decision-making” (Erlewin, 2013, p. 

137). 

Such inadequacy causes harmful impact as already accounted for in some of the previous indicators, but it 

also leads to severe environmental degradation as well as the loss of vital biodiversity near the dam site 

(Winemiller et al., 2016; Ritter et al., 2017; Hudek et al., 2020). Many studies concerning the environmental 

impact of hydropower are centered around Brazilian dams, especially the Belo Monte dam (Atkins, 2019; 

Atkins, 2020). Souza-Cruz-Buenagaa et al. (2019) outline the favorable hydrology of Brazilian rivers, which 

has secured relatively secure water access to the country’s population, and how this hydrology has been 

altered with the steady rise of hydropower stations across the country. This altering of hydrological flows 

changes natural streams, which cause landscape deterioration, e.g., eliminating waterfalls and plant diversity 

loss due to dried banks and small isolated islands. Furthermore, the Belo Monte hydropower project’s 

installment has been found to increase water temperature, causing drops of dissolved oxygen, an essential 

factor for all aquatic species’ wellbeing, including fish (Souza-Cruz-Buenagaa et al., 2019). Pracheil et al. 

(2019) and Simonov et al. (2019) further ascertained the negative impact on fish species in hydro-dammed 

rivers.  

Premalatha et al. (2014) challenged the ‘cleanness’ of hydropower’s energy and the energy generated by small 

hydropower projects. Here, they mark the misconceptions regarding the eco-friendliness of hydropower by 

pointing to previous studies in which some hydro power-induced reservoirs have been found to emit higher 

amounts of GHGs compared to fossil-fueled powerplants of equivalent size (Fearnside, 2005; Lima et al., 
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2008 as cited in Premalatha et al., 2014). Likewise, the paper argues that adverse impact, social or 

environmental, may not be significantly lower for small hydropower projects than for large projects, which 

was otherwise a common belief among proponents. For instance, studies from Brazil and Thailand have 

suggested that pr. unit power generation capacity for small projects may be as harmful as larger projects 

(Premalatha et al., 2014).   

 

Wind power 

The connection between windmills and health impacts on the environment and people is exceedingly 

contested, and while the literature is opposed, there is a considerable extent of data indicating adverse health 

impacts from wind power plants (Dunlap, 2018b; Velasco-Herrejon & Bauwens, 2020; Mercer et al., 2020; 

Kim et al., 2018). Generally, attention has mainly been paid to noise and electromagnetic fields (EMF), avian 

and aquatic life, sourcing of minerals and metals, and impending concerns regarding turbines’ end-of-life 

handling.  

First of all, one of the most coveted and discussed issues of wind turbine health impacts are connected to 

noise and EMFs, which embodies discussions of a Wind Turbine Syndrome (WTS) (Dunlap, 2018b; 

Seltenrich, 2019; Harrison, 2014). Within this issue, self-reported adverse reactions involve sleep problems, 

headaches, tinnitus, dizziness, nausea, cardiac problems, annoyance, cognitive disorders, as well as panic-

related anxiety. These responses are allegedly correlated with vicinity to windmills (Knopper & Ollson, 2011; 

Seltenrich, 2019; Harrison, 2014) and have independently been reported by local communities in Mexico 

(Dunlap, 2018b), Korea (Kim et al., 2018), and the Netherlands (Seltenrich, 2019).   

Several authors discuss potential noise impacts from wind turbines (Mercer et al., 2020; Dunlap, 2018b; Kim 

et al.; 2018; Firestone et al., 2015; Martínez-Mendoza et al., 2020; Koppen, 2015; Seltenrich, 2019; Bakker et 

al., 2012; Knopper & Ollson, 2011). On the one hand, health experts and scientific evidence suggest that the 

restricted noise, primarily constituted of infrasound, is not sufficient to have an impact on human health 

(O’Neal et al., 2009; Firestone et al., 2015; Martínez-Mendoza et al., 2020; Knopper & Ollson, 2011). The 

WHO recommends that the outdoor sound level at night should not exceed 40 decibels (dB)15 on average 

 
15 dB is the common applied unit to measure the intensity or level of sound (UNSW, 2021).  
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(Bakker et al., 2012), which is also the typical national regulation across the globe (Harrison, 2014). Extensive 

Dutch and Danish studies assure that local windfarms do not surpass this threshold (Koppen, 2015; 

Seltrenrich, 2019), and in comparison, several activities and sounds are reaching similar or higher dB levels, 

for instance, sleeping (30 dB), refrigerators (35 dB), talking (65 dB), and concerts (100 dB) (Martínez-

Mendoza et al., 2020).  

On the other hand, Kim et al. (2018) describe that when windmills rotate, friction noise and low-frequency 

waves are produced. This noise spreads into the sky and extends to the ground, disrupting citizens near 

turbines in Korea. According to Kim et al. (2018), citizens complain about stress-related symptoms resulting 

from the sporadic and peculiar pitch (Kim et al., 2018). The sound generation and volume rely on the wind 

force and direction and are, consequently, very erratic and inconsistent. With the reported ‘swoosh’ sound, 

indicators point to the fact that sleep problems due to windmill noise are pertinent, despite having acoustic 

levels within the acceptable range (Bakker et al., 2012; Harrison, 2014). Added to this comes several 

investigations that have discovered links between annoyance and physical health issues, since irritability might 

lead to sleep problems and stress (Knopper & Ollson, 2011; Firestone et al., 2015; Songsore & Buzzelli, 

2016; Harrison, 2014). 

Similar discussions regarding EMF levels have occurred, although not to the same extent (Goodale & 

Milman, 2014; McCallum et al., 2014). McCallum et al. (2014) describe a study assessing EMF levels at a 

Bulgaria wind power plant. Here, the EMF levels at the base of the turbine transformer were 67 milligauss16 

(mG) and 0.3 mG at a distance of eight meters. These levels are significantly lower than those of regular 

household appliances within a distance of 15 centimeters, for instance, refrigerators (40 mG), dishwashers 

(100 mG), microwaves (300 mG), electric shavers (600 mG), and hairdryers (700 mG). Altogether, the 

Bulgarian study and McCallum et al.’s field study in Canada do not show causality between EMF levels from 

wind turbines and adverse health impacts (McCallum et al., 2014).  

Moreover, bird mortality has obtained much consideration because patterns of avian collisions with turbine 

rotors are deemed a real threat to bird populations (Masden & Cook, 2015; Mercer et al., 2020; Ferrer et al., 

2012). It is estimated that 573,000 birds and 880,000 bats die annually at onshore wind farms in the USA 

(Goodale & Milman, 2014). There have also been worries regarding wind farms’ effects on aquatic life 

 
16 Milligauss (mG) is a unit of measurement of electromagnetic fields (EMFs) (BPIM, 2019).  
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(Dunlap, 2018b; Goodale & Milman, 2014; Dunlap, 2018c). Fish are fragile to noise, vibrations, and 

electromagnetic disruptions, which could ultimately lead to mortality, displacements, and habitat alteration 

(Goodale & Milman, 2014; Dunlap, 2018c). This issue has allegedly occurred in the Istmo, where local fishers 

have complained about dead fish and low fish stock levels (Dunlap, 2018c).  

A wind turbine lifecycle’s upstream activity is very energy-intensive, involving large extractive and processing 

facilities and the infrastructure needed for transportation and energy storage (Dunlap, 2018b). As earlier 

mentioned, extracting and treating rare earth metals has been linked with harmful impacts on local 

communities, mainly because the residues contain radioactive components. Consequently, Matatiele & Mary 

(2016) describe high cancer levels in areas close to rare earth mines (Matatiele & Mary, 2016). Also, the 

downstream activities are posing challenges since the growing wind power sector has generated a hastening 

waste challenge. This challenge is related to the very complex process of disassembling and transporting old 

turbines. Traditionally, waste elements were placed in landfills or burned, which is not permitted today in 

most countries. Consequently, the decommissioning and end-of-life handling of turbines is an unresolved 

hurdle (Davidsson et al., 2012; Matatiele & Mary, 2016; Smart et al., 2014; Seltenrich, 2019).  

 

Solar power 

The environmental impact of solar energy has been widely assessed in academic literature. A large pool of 

literature scrutinizes the environmental impact assessments that often constitute the foundation for solar 

power deployment (Jolaolu et al., 2020; Madhu & Pauliuk, 2019; Lisperguer et al., 2020; Maani et al., 2020). 

Thompson et al. (2020) assess the chemical compound NF3, which is frequently used to produce electrical 

components, including solar panels. Despite potentially high GHG emissions from NF3 and the high global 

warming potency, which is 17,200 times higher than that of CO2, its critical role in terms of functionality, as 

well as economic viability, is found to justify its application. Nevertheless, such compounds in the production 

process indicate the potential environmental hazards stemming from solar power deployment (Thompson 

et al., 2020). 

Sovacool et al. (2020) point out that global solar panel waste could constitute 10% of global e-waste in 2050, 

with cumulative numbers of 20 million tons in China and 10 million tons in the USA. Given the use of 

multiple toxic substances (e.g., lead, halide, perovskites, and cadmium) in solar panel production, Kwak et 
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al. (2020) suggest that further research should be done on the ecotoxicity of these in the leachate17 phase. 

Similar recommendations on the importance of careful, multicriteria assessment on a wide array of toxic 

substances are given by Jolaolu et al. (2020), Da Silva et al. (2019), and Nain & Kumar (2020). Despite the 

toxicity embedded in solar panels, it often requires extreme environmental events such as hurricanes, 

landslides, or fires for these chemicals to do significant environmental or human harm (Kwak et al., 2020). 

Consequently, many studies unanimously promote solar panels to generate electricity conveniently and 

cleanly (Brunet et al., 2020; Buitrago; 2020; Iosifov et al., 2019).  

 

3.7 Ind. 7: Transparency and Anti-Corruption 

This indicator addresses corruption issues and lack of transparency within the respective industries.  

 

Hydropower 

Sovacool & Walter (2019) refer to the term ‘hydro-hegemony’, which has previously been used to explain 

how hydropower contributes to, rather than prevent, the unfair exploitation of resources for proprietary 

gains, with little or no benefit sharing. Such cases have been documented in Lesotho, Indonesia, Thailand, 

and Kenya (Sovacool & Walter, 2019). Matthews (2012) and Delang et al. (2013) both illuminate the case of 

Lao PDR, in which the closed nature of the state, lack of capacity to control development, and a prevailing 

‘corruption culture’ combined with hydro-development on the Mekong river have proven to be an auspicious 

case for grand corruption among government officials. In Ghana, corruption and nepotism was a primary 

barrier to renewable energy investments due to the high cost and unpredictable nature of Ghanaian politics 

and economic development (Asante et al., 2020). The prevalence of corruption in the hydropower sector is 

further documented in the case of Myanmar (Prescott et al., 2019), China (Wilmsen & Webber, 2010), Brazil 

(Atkins, 2019; Schulz & Adams, 2021), and Congo (Warner et al., 2019). The last example centralizes around 

the Grand Inga hydropower project, which attracted public attention when the world bank withdrew its 

support due to lack of transparency and essential international good practice (Warner et al., 2019).    

 
17 Leachate is any liquid substance that dissolves from a material and contains ecologically harmful elements (Robinson et al., 2004).  
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Wind power 

Researchers have similarly shed light on states and corporations’ transparency and corruption connected to 

wind power projects’ development. In Istmo, these issues have varied from manipulating land tenures, 

political fraud, and unfair land agreements (Martínez-Mendoza et al., 2020; Dunlap, 2018b). Also, Dunlap 

(2018c) and Howe et al. (2015) assert that local politicians have been paid millions of Mexican pesos in bribes 

by the wind developers to expedite the approval of the venture (Dunlap, 2018c; Howe et al., 2015). 

Researchers similarly indicate the invasion of organized crime in the wind power industry throughout the 

previous two decades. This growth has been incredibly profound in Italy, where the Mafia, enticed by EU 

grants and the country's fixed remuneration for green energy, has established wind power corporations that 

have bribed politicians intending to dodge procedures of preparation and environmental assessments. In 

2009, eight public officials and entrepreneurs from Sicily were convicted for partaking in bribes and vote 

fraud with the motive of wind project approvals and licenses (Oles & Harmmarlund, 2011; Gennaioli & 

Tavoni, 2016). In this context, Gennaioli & Tavoni (2016) explain that the abundance of natural resources, 

when endorsed by public policies, might appeal to illegal inclinations and encourage the establishment of 

criminal organizations. Ultimately, they conclude that this has significant normative effects, particularly for 

states marked by a combination of being rich in renewable resources and having weak institutions, being 

more prone to the private misuse of public incentives (Gennaioli & Tavoni, 2016). 

Transparency issues have also risen through a lack of communication and information for the local 

communities (Martínez-Mendoza et al., 2020; Kim et al., 2018; Caporale et al., 2020; Cormack & Kurewa, 

2018). Kim et al. (2018) report how developers have neglected to offer elementary data efficiently in Korea’s 

wind power projects. Here, the corporations resorted to restricting access to information to ensure that lease 

costs and other payments stayed minimal and avert additional consultations on remedy procedures. 

According to the interviews of Kim et al. (2018), the wind developers assumed that less communication with 

the local community would cause fewer disputes. Instead, this absence of data has caused the formation and 

strengthening of falsehoods regarding adverse effects of wind power projects, for instance, myths of EMF 

causing cancer (Kim et al., 2018). Similarly, Martínez-Mendoza et al. (2020) describe how a lack of 

transparency regarding the wind project’s tax structure in the Istmo led to rumors and discontent within the 

local community (Martínez-Mendoza et al., 2020). This lack of transparency has by the local community been 
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perceived as a public bias in collaboration with the private wind power developers (Ramirez, 2019; Zárate-

Toledo et al., 2019).  

Furthermore, the ethical practices and utility values of community benefits concerning wind power 

development have also been under scrutiny by academics. The informal nature of the programs creates a 

legitimate grey area that results in a lack of transparency about the influence of policymaking programs and 

might foster bribery concerns (Walker et al., 2017; Jørgensen, 2020; García et al., 2016). From British case 

studies, Walker et al. (2017) raise several concerns regarding the legitimacy of these schemes, ranging from 

concerns about bribery, the forms and types of benefits, appropriateness, governance, trust in developers, 

and the distributional and procedural justice (Walker et al., 2017). It stands clear that a lack of transparent 

and efficiently communicated information leads the local communities to perceive a higher level of 

corruption and ultimately ends in distrust against the public administration (Martínez-Mendoza et al., 2020; 

Kim et al., 2018; Caporale et al., 2020). Undoubtedly, perceptions of procedural injustice associated with 

wind power development and distrust in developers are vital to local communities’ doubt of community 

wind. These skepticisms and perceptions might be alleviated by institutionalized and transparent 

communication with the local community (Jørgensen, 2020; Martínez-Mendoza et al., 2020; Kim et al., 2018, 

Ramirez, 2019).  

 

Solar power 

The solar industry is likewise subject to corruption in various forms, although the literature is less dense than 

in the case of wind and hydropower. The literature assessed contains cases from the Czech Republic (Smrcka, 

2011), India (Bardhan et al., 2019), Morocco (Simelyte, 2020), Spain (Corona et al., 2017), Sub-Sahara Africa 

(Opiyo, 2016), as well as Africa more generally (Komendantova et al., 2014; Komendantova et al., 2011). For 

instance, it is highlighted how the persistence of corruption in the construction sector may transcend 

renewable energy deployment in North Africa (Komendantova et al., 2014). In particular, the permit phase 

of large solar power projects is of great concern due to the dynamic negotiations, purchases, supplier 

contracts, and regulation manipulation (Komendantova et al., 2014).  

In the Sub Sahara region, Opiyo (2016) finds that small-scale solar panels on households bring many benefits 

but are frequently only accessible if consumers bribe technicians to speed up the process of application 
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verification and subsequent installation. Boamah et al. (2021) recently scrutinized the intrinsic link between 

energy injustice and corruption in the context of Ghana and Kenya, which they label as being ‘electrification 

regimes’. In both cases, the “lack of pragmatism in the way laws, regulations, and formal rules are framed and 

implemented” (Boamah et al., 2021, p. 13) creates fertile ground for corrupt acts in the system (Boamah et al., 

2021).  

 

3.8 Ind. 8: Equality and Inclusion 

This indicator addresses issues of social equity within the industries. Relevant topics include gender balance, 

discrimination, marginalization, and social exclusion.  

 

Hydropower 

Wasimi (2010) examined the case of the Traveston Crossing Dam (TCD) in Queensland, Australia, and 

emphasized the importance of “involving all communities including the poor and the vulnerable in the decision-making 

process” (Wasimi, 2010, p. 6). The case serves as an example of good practice, as Australia’s government 

successfully took the time needed and incurred the costs derived from conducting a proper social impact 

assessment with all affected stakeholders (Wasimi, 2010). Another social aspect of the hydropower industry 

pertains to gender equality and large hydropower dams. However, only limited research exists on this topic. 

Displacement of vulnerable people frequently happens in the hydropower industry, for instance, in India, 

where women suffered from exclusion (Levien, 2017). This goes for formal decision-making over 

displacement, which can be explained by the gender-discriminatory laws embedded in India’s national 

legislature. Moreover, whether in cash or land, the actual compensation was only allocated to ‘male household 

heads’.  Another example from India is the case of the Sardar Sarovar hydropower dam project, where more 

than 40,000 families have been resettled with negative socio-cultural impacts as a consequence (Sikka, 2020).  
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Wind power 

Wind companies’ organization-wide responsibilities and schemes to combat discrimination and contribute 

to social equity are concerns. The wind power sector at large contains the great potential to increase social 

equality and inclusion, e.g., by contributing to excluded communities’ increasing access to electricity (Ball et 

al., 2017; Sepulveda & Martinez, 2016). On a global scale, Adeyeye et al. (2020) predict that the wind industry 

has the scope to sustain at least 600,000 jobs in the manufacture, installation, maintenance, and services by 

2050 (Adeyeye et al., 2020). Regarding the gender inclusion of the wind power industry, there is a clear gap 

in research on gender balance and issues, other than surveys conducted by Blasco & Rodrigues (2009), which 

in 2009 showed that women only constituted around 22% of the industry’s global labor force at the time 

(Blasco & Rodrigues, 2009).  

Researchers argue that the extensive, precipitous privatizations of territories and infrastructure development 

has created a range of seemingly paradoxical outcomes; indigenous communities pursue benefits from the 

schemes while being marginalized (Dunlap, 2018; Cormack & Kurewa, 2018; Velasco-Herrejon & Bauwens, 

2020; Howe et al., 2015). This paradox is especially evident in disagreements over the distribution of 

occupations and corporate community investment. Efforts to obtain benefits and participate in the 

development have formed different marginalization types and created issues regarding entitlements to wind 

energy resources. As noted in Mexico and Kenya’s wind energy sectors, the projects are put forward and 

justified with collective reasoning of development, or as Cormack & Kurewa (2018) call it, a ‘communal 

logic’ (Cormack & Kurewa, 2018). Cormack & Kurewa (2018) further expounds that the communal logic 

entails wind power projects meant to serve everybody by supplying green electricity while improving the 

indigenous people’s living conditions. Nevertheless, the misconceptions of this logic of development are 

particularly evident since many local people feel deeply excluded from the benefits of wind power projects 

in Mexico and Kenya (Howe et al., 2015, Dunlap, 2018; Cormack & Kurewa, 2018; Velasco-Herrejon & 

Bauwens, 2020).  

Common for both cases is that only a few local workers have been hired, primarily for low and short-term 

positions (Velasco-Herrejon & Bauwens, 2020; Cormack & Kurewa, 2018). However, the local communities’ 

educational level is also to keep in mind, where companies contend that the local workforces do not possess 

the necessary abilities to carry out vital tasks, for instance, operating at altitudes (Velasco-Herrejon & 
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Bauwens, 2020). Furthermore, the LTWP consortium has a substantial CSR program to provide 

infrastructural upgrading and inclusionary practices to the region (Cormack & Kurewa, 2018).  

 

Solar power 

Given its heavy land requirements, solar power projects may have specific impacts on social equity and 

gender balance. In Japan, the impact of a large solar PV project on social equity has been assessed through 

29 interviews surrounding six cases in the country. The findings suggest that projects bring CO2 reductions, 

rent income to few local landowners, and tax revenue to local governments, but broader social benefits such 

as employment, subsidies, and the widespread impact are close to non-existing (Fraser & Chapman, 2018). 

In remote rural areas, small solar PV installations have been a preferred option in providing households with 

electricity, as they can be installed independently of grid systems (Pascale et al., 2016).  

In particular, the case of Myanmar illustrates how solar power may have a significant positive impact on 

women-led households, which are less likely to have access to electricity compared to male counterparts 

(Pascale et al., 2016). The combination of solar PV and impoverished women in rural communities appears 

to be the subject of various papers exploring potential benefits. Another one is from Mininni (2017), who 

showcases the ‘solar mamas’ program in Rajasthan, where women are being trained to install and operate 

small off-grid panels to increase electricity access and generate income based on their knowledge about the 

product. On a larger scale, Terrapon-Pfaff et al. (2019) found a high degree of satisfaction tied to economic 

development and social inclusion related to a large solar project in Morocco. However, positive social 

outcomes can only be generated if prior, comprehensive social impact assessments rooted in participatory 

approaches to understanding local contexts are thoroughly conducted (Terrapon-Pfaff et al., 2019) 

 

3.9 Synthesis of Literature Review 

This systematic literature review gives a comprehensive overview of the most salient social risk factors of the 

three respective renewable energy sectors addressed in academic literature. Even though the wind power 

sector, in general, is the most mentioned, the review shows that hydropower has the most significant social 

risks, whereas solar power seems to be the sector with minor social risk factors. Furthermore, topics related 
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to indicator 6. Right to a Healthy and Clean Environment are by far the most mentioned since this also 

includes technical LCAs and EIAs. On the other side, topics related to indicators 3. Security and High-Risk 

Contexts and 4. Human Rights and Environmental Defenders seem vastly underrepresented in the literature 

in proportion to the gravity displayed by the few studies that mention the issues. Table 5 shows the number 

of studies dealing with each indicator for the respective energy sector.18 See appendix 4 for a complete 

overview of the reviewed literature.    

Table 5: Number of studies dealing with the relevant indicator. 

 Hydropower Wind Power Solar Power 

1. Indigenous Peoples’ and Affected Communities’ Rights 77 28 22 

2. Land Rights 59 26 12 

3. Security and High-Risk Contexts 3 5 2 

4. Human Rights and Environmental Defenders’ Rights 24 5 5 

5. Labor, Health, and Safety 3 7 14 

6. Right to a Healthy and Clean Environment 65 66 51 

7. Transparency and Anti-Corruption 45 27 17 

8. Equality and Inclusion 36 18 27 

 

The findings of this review contribute to the literature by summarizing and gathering the most prominent 

issues relevant to each of the three energy sectors. Figure 2 shows an illustration of the most addressed topics 

in academia. This overview will be used as a frame of reference and benchmark of the insights of the social 

risk factors in green energy investments that the research participants possess. Also, the gained knowledge 

of relevant issues and concepts will constitute the foundation for evaluating the research participants’ 

expressed insights.  

 
18 Some of the assessed studies addresses and describes several indicators simultaneously.  
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Figure 2: Overview of most addressed topics in academia per energy sector 
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4 Theory Section 

The literature review has demonstrated various salient human rights issues in the renewable energy sector 

worldwide, which, in practice, constitute pitfalls and trade-offs within the green transition. To address our 

research question of “how social risk indicators are internalized by investors when considering green energy investments” 

and the associated research objectives, this section will, first of all, provide a conceptual background, 

presenting relevant insights into responsible investment. Next, a theoretical framework will be constructed 

based on two separate theoretical strings: principal-agency theory and institutional theory. The resulting 

framework’s objective is to assess the research issues one by one, where the literature review, the conceptual 

background, and each theoretical approach will apply to one specific research objective. The logic is as 

follows: 

 The literature review presented above will be applied to highlight the most pertinent issues in academia 

and map out these against investors’ insights. 

 The conceptual background will be applied as a foundation to explore the participating investor’s general 

methodologies within responsible investing.  

 Principal-Agency theory will be applied to scrutinize the dynamics between institutional asset owners 

and asset managers in green investments.  

 Institutional theory will be applied to assess institutions’ role in the social impacts of green investments 

and how the investor approach the institutions. 

The research objectives presented will serve as guiding poles to answer and eventually provide evidence for 

the overall RQ. Ultimately, this process will end up in a joint analytical framework, presented at the end of 

the theory section.  

 

4.1 Conceptual Background: Responsible Investing and Human Rights  

A thorough look at emerging investor trends is needed to answer the chosen research question. Specifically, 

the following section aims to describe responsible investing, the drivers behind it, and how institutional 

investors may deal with these drivers. First, however, we briefly summarize some of the historical events that 

have led to the state of responsible investing as it is today.  
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4.1.1 The Emergence of Responsible Investing 

Social responsibility and mobilization among institutional investors can be traced back to the 1980s where 

various US public pension funds began to exercise their shareholder power to voice human rights issues 

(Proffitt & Spicer, 2006). Since the turn of the century, the interest for socially responsible investing (SRI) 

has been on the rise, but several researchers observe that it was not until after the 2008 financial crisis that 

the current emphasis on responsible investing gained a solid foothold (Agrawal & Hockerts, 2019; Widyawati, 

2018). We can find this explained by multiple developments within the global investment community and 

beyond. For example, it is argued that the damaged reputation of financial markets and investors after the 

2008 financial crisis forced them to rethink investment strategies in a more social and economic responsible 

direction (Agrawal & Hockerts, 2019). Another example is the emerging political agenda around sustainable 

development, especially global attention towards climate change, which sparked the Paris Agreement in 2015. 

Here, world leaders are committed to reducing greenhouse gas (GHG) emissions to stay well below a 2-

degree increase in global average temperature (Lenton et al., 2019). Finally, the launch of the United Nations-

backed Principles for Responsible Investments (PRI)19 in 2006 has gained widespread attention from 

institutional investors, as illustrated in Figure 3.  

 

Figure 3: PRI signatory growth, 2006-2020. Source: (PRI, 2020b) 

 

 
19 These principles adhere to any signatory, which must 1. incorporate ESG-issues into investment-analysis, 2. exhibit active ownership 3. seek 
corporate disclosure from investee companies, 4. promote the principles, 5. collaborate for efficient implementation, and 6. report on the 
progress of implementation (PRI, 2020b). 
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The tremendous growth of signatories to PRI illustrated emphasizes the interest in a new perspective on 

investing, as shaped by some of the events outlined above. According to principle 1 of the PRI, investors 

should seek to incorporate Environmental, Social, and Governance (ESG) issues into investment analysis 

and decision-making processes. Here, we conceptualize the ESG-space and outline the tools available to 

signatories.  

 

4.1.2 Defining the ESG Investment Space 

Research on the adoption of sustainable finance practices by investors emphasizes the heavy application of  

ESG criteria by investors to proxy for their overall sustainability performance (Widyawati, 2018). The ESG 

acronym is constructed to quantify a company’s sustainability by looking at three non-financial performance 

indicators. Each of them may cover a more extensive set of metrics, revealing how a company integrates 

long-term thinking about the social, environmental, and governmental impacts arising from its operations. 

Additionally, it is commonly believed that integrating these ESG-related impacts will reduce the long-term 

risk of investments due to the risks that may arise within either E, S, or G (In et al., 2019; Amel-Zadeh & 

Serafeim, 2017).  

Integrating ESG into investment decisions can be done in a variety of ways. We adopt the tools outlined by 

the PRI, which states that ESG integration can be done both in the portfolio-construction phase (known as 

ESG-incorporation) or in the post portfolio construction phase (known as active ownership). Exhibiting the 

latter of these is also referred to as ‘stewardship’. We will define stewardship following the PRI as being: “the 

use of influence by institutional investors to maximize overall long-term value including the value of common economic, social 

and environmental assets, on which returns, and clients’ and beneficiaries’ interests depend.” (PRI, 2020c, p. 1). We will 

briefly account for the underlying tools available for both ESG-incorporation and active ownership in what 

follows.  
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ESG Incorporation  

Negative screening refers to the exclusion of certain companies, industries, or even sectors to avoid 

investments in controversial environmental-related topics (e.g., fossil fuels or nuclear power), social-related 

products (e.g., tobacco, alcohol, or weapons), or governance-related conducts (e.g., extreme executive pay or 

lack of diversity). Applying negative screening is a relatively straightforward way of ensuring that capital is 

not allocated to purposes considered non-sustainable or even harming human health or the environment. 

Investors frequently apply it, especially norm-based and ethical investors (Amel-Zadeh & Serafeim, 2017). 

On the other hand, positive screening is the active selection of companies, industries, or sectors to constitute 

a portfolio that entails superior E, S, or G performers. This tool is associated with the election of best-in-

class entities (projects, companies, countries), which perform exceptionally well on one or more ESG-

parameters than their peers (PRI, 2020).  

Another method applied by investors is the direct integration of ESG-performance into a given asset’s 

financial analysis. This approach assumes a close relationship between an asset’s ESG performance and its 

ability to generate positive returns in the long term. Here, an analysis would consider the appropriate 

environment in which a company operates, including how operations may affect the environment (natural, 

political, social, or regulatory) and how these factors may affect the business operations. Finally, thematic 

investing, including specific impact investing practices, seek to address and solve ESG-issues by generating 

impact beyond simple compliance and disclosure from companies. Thus, thematic investors seek to deploy 

their capital in a sustainability theme, which has been proved to be of high importance in the transitioning 

to a greener economy or in the process of reaching other Sustainable Development Goals (SDGs) (PRI, 

2020). 

 

Active Ownership 

Whereas ESG-incorporation consists of multiple but not mutually exclusive tools, active ownership is a 

manifested tool exhibited in various ways. One way is to engage with investee companies once the investor 

has allocated capital. Engagement entails the interaction with either investee companies, intending to affect 

a company’s conduct, i.e., how companies operate and develop a business strategy, or with relevant industry 

organizations, NGOs, or policymakers to increase sustainability awareness of the investee company. 
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Furthermore, investors are given voting rights to general meetings within the companies they invest in. This 

means that investors can vote on different resolutions and proposals concerning concrete E, S, or G issues. 

Active ownership in this context entails the active execution of voting rights on all resolutions and proposals 

concerning policies, practices, and implementation (PRI, 2020).  

 

Human Rights and Renewable Energy  

As outlined in the systematic literature review, green energy investments might have adverse impacts, 

implicating potential damaging trade-offs for inattentive investors. The indicators used to conduct the 

literature review were developed by the Business and Human Rights Resource Centre since they reflect the 

most influential human rights areas, as defined by the UN Guiding Principles (UNGP) (BHRRC, 2020). The 

UNGP is an example of a multiplicity of international standards seeking to define how different actors, most 

critically states, businesses, and investors, should act to mitigate their social impact.  

From an investor’s perspective, international standards may be powerful tools to assess companies’ human 

rights performance. Standards are often a product of multistakeholder initiatives (MSI), in which principles 

have been formulated based on consultation with relevant affected stakeholders (Rasche et al., 2020). They 

account for the procedures and actions that should be taken to avoid any harmdoing. However, many 

standards have emerged within the past decade, and corporations, albeit investors, are still trying to navigate 

the space, decide on the standards’ effectiveness and the actual, practical enforcement (Rasche et al., 2020). 

When it comes to measuring company commitment to good behavior, a well-known initiative is the UN 

Global Compact (UNGC), first presented in 2000. It was established by the UN as an informal contract 

among businesses and society and covered ten principles for good behavior within human rights, labor rights, 

environmental protection, and anti-corruption (Rasche et al., 2020). All principles are universally applicable 

and with relatively low entry barriers, allowing a wide range of businesses, states, and NGOs to adopt them. 

The UNGP was adopted by the UN Human Rights Council in June 2011 and set out a framework constituted 

by three overarching pillars; (1) the state duty to protect, (2) the corporate responsibility to respect, and (3) 

the access to remedy. None of these pillars sets out new human rights law but emphasizes existing obligations 

under international human rights law (Buhmann, 2018). The International Labour Organization (ILO) is an 

international legislative body on labor conventions and sets out conventions adopted by member states. ILO 
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Convention 169 on Indigenous and Tribal People puts forth a series of articles concerning respect for 

indigenous people20 (ILO, 2021).  

Additionally, three international standards for best practice fill in the space of good behavior by corporations. 

Firstly, the Organization for Economic Cooperation and Development (OECD) has developed voluntary 

guidelines for multinational companies based on governments’ recommendations. They constitute a set of 

principles and standards for responsible business and incorporates human rights consistent with the UNGP. 

Secondly, the international development finance community, led by the World Bank and their sister 

organization, the International Finance Cooperation (IFC)21, has compiled a set of Performance Standards 

applicable to all IFC clients. These standards consist of eight principles designed with risk mitigation 

purposes within social and environmental aspects, capturing the primary trade-off investigated in this paper  

(see appendix 5 for an overview of all 8 IFC Performance Standards) (IFC, 2020). Finally, the Equator 

Principles represent a risk-management framework for project financing and address financial institutions 

specifically (Equator Principles, 2021). An outline of the relevant measures for responsible investment and 

human rights can be seen in Table 6.  

 

 

 

 

 

 

 

 

 

 

 
20 The ILO Convention 169 is the only international treaty which deals solely with the rights of indigenous people and tribal communities. 

Access to decent work for indigenous populations and women in particular is a key objective of the treaty (ILO, 2021). 
21 The International Finance Cooperation is a member of the World Bank Group and provides financing and advisory services to private 

actors in less developed countries (IFC, 2021).  

Table 6: Outline of relevant measures for responsible investment and human rights 
Responsible 
Investments and 
Human Rights 

NGO Framework Business and Human Rights 
Renewable Energy Framework

Indigenous Communities 
Land
High-Risk Contexts
Human Rights Defenders 
Labor
Clean Environment
Corruption
Equality

PRI Integration Active Ownership Engagement
Voting Rights

ESG Incorporation Screening
Financial Analysis Integration
Thematic Investing

Collaborative Engagement Climate-Related
Institutional Investors Group on Climate 
Change (IGCC)
UN Net Zero Asset Owner Alliance
UNEP FI

Human Rights-Related Investor Alliance for Human Rights

International Standards Investor-Oriented Risk Mitigation IFC Performance Standards
Equator Principles

Human Rights Frameworks UNGP
OECD Guidelines
UN Global Compact
ILO
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4.1.3 Current Drivers Shaping ESG Investing  

 
Covid-19 

At the time of writing, Covid-19 is declared a global pandemic by the World Health Organization for a bit 

more than a year. The emergence of this threat to global health and the associated economic turmoil have 

emphasized the importance of responsible financial markets. Investors seem to be juxtaposing the 

detrimental impact of a pandemic with the impact of environmental events, and it seems likely that Covid-

19 will work as a wake-up call for investors (JP Morgan, 2020). Simultaneously, Covid-19 has sparked a focus 

on global social issues, which were not center-stage problems before the pandemic. These include, but are 

not limited to, worker safety, fair salary, human rights, and purchasing practices in global supply chains (PRI, 

2020d). However, looking beyond Covid-19, we find multiple complementary drivers that pressure investors 

to embrace further the ESG tools outlined above. 

 

Collaborative engagement on Climate Change  

As public concerns surrounding our planet’s health have been growing steadily, institutional investors have 

been eager to rethink investment strategies to align them with national and global environmental 

commitments to reduce, e.g., carbon emissions. One such example is the Institutional Investors Group on 

Climate Change (IIGCC), a group of European investors seeking to provide institutional investors with a 

platform to collaborate on incorporating climate-related issues and aligning portfolios with a low-carbon 

future. Other examples include the United Nations Framework Convention on Climate Change (UNFCCC), 

the 2-degree investing initiative (2DII) or the UN Environment Programme Finance Initiative (UNEP FI), 

which has launched the Net-Zero Asset Owner Alliance consisting of 35 institutional investors (as of March 

2021) committed to transition portfolios towards net-zero by 2050 (Bender et al., 2019). All these frameworks 

focus on investor portfolios’ climate resilience, i.e., the carbon emissions coming from portfolio constituents 

(Bender et al., 2019). (Bender et al., 2019; Shrivastava et al., 2019). When it comes to collaborative 

engagement, the frameworks dealing with climate change vis a vis social issues seem dominant. However, in  

2018, the Investor Alliance for Human Rights (IAHR) was established, an alliance made for institutional 
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investors to collectively engage with corporations on their human rights practices. Hence, the scope seems 

to be broadening slowly in terms of aggregating attention around the S-issues.  

 

Materiality and the Universal Ownership  

The potential monetary impact caused by either the environmental, social, or governance factors on a 

company can be labeled as materiality22. Materiality can be positive and negative, depending on the firm in 

question and its ability to manage the risks and opportunities associated with each of them. Increasingly, 

researchers have pointed to the positive correlation between firms that can manage these risks and their long-

term financial performance (Hebb, 2008; In et al., 2019). For businesses, managing materiality means 

incorporating a long-term perspective on business models, ensuring a thoroughly positive impact on society 

while increasing the resilience of environmental changes or resource scarcity. For institutional investors, 

materiality and corporate ability to adopt long-term, sustainable strategies become essential due to their status 

as ‘universal owners’. Universal ownership refers to the fact that many institutional investors remain invested 

in highly diversified portfolios, consisting of assets spanning the entire universe of industries and 

geographical regions (Busch et al., 2016). As such, institutional investors are stewards of the global economy 

as their return is intrinsically linked to the global economy’s well-being in which their investee companies are 

to yield long-term profits.  

 

 

4.2 Theoretical Framework 

Having outlined the main tools available for institutional investors in ensuring sustainable capital allocation 

and the drivers forcing them to apply such tools, we now devote attention to the theories that can help us 

illuminate how institutional investors deal with ESG issues, such as human rights. 

 

 
22 Materiality is defined as “the relevance of a sustainability factor to a company’s financial performance. Financially material ESG factors are 
factors that could have a significant impact – both positive and negative – on a company’s business model and value drivers, such as revenue growth, 
margins, required capital and risk” (Robeco, 2021).  



Page 60 of 134 
 

4.2.1 Principal-Agency Theory 

First, we need to understand the financial intermediation chain and the essential link from an asset owner 

perspective.  Figure 4 represents a simplified overview of the financial intermediation chain and how the 

asset manager naturally constitutes the link between asset owners and the companies that will eventually 

undertake a given project.  

Figure 4: Simplified financial intermediation chain. Inspired by: (OECD, 2020) 

 
 

We are interested in the dynamics between asset owners, who maintain the fiduciary duty to deploy capital 

often through the managers (PRI, 2020). Asset managers are individual companies specializing in the 

investment of money on others’ behalf. Institutional investors are the owners, such as pension funds or 

insurance companies, who can either delegate the responsibility of investing their assets to the asset managers 

or do it themselves. To explain the relationship between asset owners and asset managers, we adopt the 

Principal-Agency (PA) theory, which seeks to explain the behavior of the agent (asset managers) as a function 

of the interests and demands coming from the principal (asset owners). Classic PA theory states that agency 

loss (occurring whenever agents take actions that do not serve the best interest of the principal) is prevented 

when (1) principal and agent share common interests, and (2) principals are knowledgeable about the impact 

of the agents’ activities (Lupia, 2001). We return to these two premises shortly, but we must first determine 

the asset owner’s interest.  

 

Role of the Asset Owner  

To understand the role of asset owners, we adopt the four different, but not mutually exclusive, ways of 

viewing institutional investors’ role, or primary responsibility in the financial intermediation chain, as outlined 

by Klettner (2021) and summarized in table 7.   

Beneficiaries and broader 
society, to whom asset 

owners have fiduciary duty
Asset owners

Asset and fund 
managers

Renewable 
energy 

developers
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Table 7: Institutional investors’ roles. Inspired by: (Klettner, 2021).  

Main 
responsibility: 

1. Stewards of their 
investee companies 

2. Stewards of fund 
beneficiaries 

3. Stewards of the 
broader economy 

(universal ownership) 

4. Stewards of all 
affected 

stakeholders 

Explanation: Classic agency theory 
prescribes that 
investors act as 

stewards for their 
investee companies by 

interfering with 
company boards to 

secure financial 
interest 

Referred to as 'agency 
capitalism' and 

emphasizes the fiduciary 
duty of institutional 
investors to secure a 

stable return to ultimate 
beneficiaries, or end 

investors as denounced 
in the table above. 

Institutional investors 
have large, diversified 

portfolios which represent 
the broader economy. 

Because of this, the key 
responsibility is to secure 
long-term value for the 

entire economy. 

Investors, just as 
corporations, have 
a responsibility to 

secure 
environmental and 

social interests 
coming from a 

more extensive set 
of stakeholders in 
the surrounding 

society. 
 

 

These four views on investor stewardship are not mutually exclusive. Our PRI-adopted definition of 

‘stewardship’ in section 4.1.223 incorporates both the long-term value creation element associated with the 

universal ownership view above and the stakeholder view, which is embedded in the emphasis on social and 

environmental interests. However, investors can be analyzed through each of the views outlined here. The 

traditional emphasis on the role of institutional investors has been scrutinized via the second view, as the 

primary mandate for them has been, and will be, the fiduciary duty to create financial returns for beneficiaries 

(Woods, 2011). However, given the increasing number of signatories to the PRI as outlined in Figure 3, we 

assume that investors are paying increased attention to the different views of stewardship as captured in the 

definition outlined by PRI. In other words, owners, and managers’ stewardship responsibilities can be 

interpreted in new ways compared to what used to be the case, and this presents a new set of possibilities to 

assess how owners delegate their investment mandate (Sandberg, 2013).  

This delegation has been driven by the hypothesis that such specialized knowledge generates excess risk-

adjusted financial returns that asset owners themselves lack the resources to generate (Gelderen & Monk, 

2015). Nevertheless, such economic incentive to outsource the investment process cannot stand alone, and 

asset owners need to ensure that the chosen manager fulfills all responsibilities. As this paper centers around 

adverse social impacts in green investments, we aim to apply the agency-loss framework to assess this topic.  

 

 
23 “the use of influence by institutional investors to maximize overall long-term value including the value of common economic, social and environmental 
assets, on which returns, and clients' and beneficiaries' interests depend” (PRI, 2020c) 



Page 62 of 134 
 

Assessing Agency Loss on Social Impacts 

The sub-question that we wish to investigate by applying the PA theory here is whether the delegation of 

responsibility to external asset managers enhances or lowers the emphasis on mitigating adverse social 

impacts when making investments in renewable energy. Due to the green label pasted on renewables, it may 

be assumed that these types of investments constitute a shared interest among owners and managers to create 

a positive environmental impact. However, in the data collected, we wish to explore to what extent asset 

owners incorporate the social aspect into their engagement with managers and how this is done.  

 

Ex-ante alignment of interests and priorities to address and mitigate adverse social impacts  

As briefly outlined above, a prerequisite for avoiding agency loss is that the principal and the agent share the 

same interest. Assumably, most investors would claim to have a genuine interest in mitigating social 

harmdoing, but the question is whether asset owners and asset managers prioritize the social impact of their 

investments equally. In the event of lower interest in or prioritization of adverse social impacts by the asset 

manager, the manager can pursue a self-interest that deviates from its principal (Kivisto, 2008).  

To find out whether asset managers appear to be acting in self-interest (pursuing different goals) compared 

to the interest of the asset owner on adverse social impacts and, in particular human rights compliance, we 

aim to look at multiple dynamics. Firstly, it is essential to understand whether the principal clearly 

communicates the importance of mitigating all kinds of social issues. Specifically, we are interested in the 

focus that participants put on their green investments, including the awareness they have regarding the social 

impact of these investments and whether asset owners explicitly require the application of specified social 

metrics (e.g., number of people to be connected to the energy grid, number of jobs created, or maximum 

number of people to be relocated due to investment projects). Secondly, assessing to what extent social risk 

is associated with financial materiality among asset owners and asset managers can be a good proxy for how 

interests are aligned. If both asset owners and asset managers share the same belief about whether social risks 

have the potential to affect financial return, it can be argued that interests are closely aligned (Kivisto, 2008). 

Finally, equal attention should be paid to best practices and implementation of social standards and 

international guidelines, which sets the bar for social performance and risk mitigation. This could be done 

by constructing behavior-based contracts which integrate individual human rights key performance 
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indicators. As opposed to outcome-based structures, where the agent is compensated for achieving specific 

outcomes, behavior-based structures emphasize monitoring agent actions and compensates for good 

behavior (Kivisto, 2008). 

 

Ex-post principal knowledge about the agents’ actions on adverse social impacts  

The second issue that may arise in the delegation of tasks to an agent is that the principal can become unaware 

of the actions taken by the agent, which can lead to the phenomenon of ‘moral hazard’ (Lupia, 2001; Kvisto, 

2007). A moral hazard may happen when the principal cannot oversee the actions taken by the agent. In the 

context of socially responsible investments and proper human rights due diligence, different frameworks and 

guidelines can be used by owners to oversee the actions of their agents. We use a compilation of these to 

assess how asset owners govern their agent's actions. Firstly, a pivotal way of ensuring agency behavior is 

about ensuring adequate reporting (IAHR, 2020).  

In addition to reporting on economic figures on the investment, asset owners should seek to ensure frequent 

reporting on S-related matters arising from all types of investments across different asset classes. Included 

here, but not limited to, is the reporting on the managers' implementation of the UNGP, the outcome of 

human rights due diligence undertaken, and how the manager follows up on any violation of or lack of 

commitment to basic human rights standards. In sum, we expect owners to express the importance of 

reporting on social issues in their engagement with managers, and data will be analyzed accordingly 

(Eisenhardt, 1989).  

Furthermore, owners should minimize agency loss and close the knowledge gap by acquiring the information 

needed to undertake proprietary investigations into relevant human rights matters. According to Eisenhardt 

(1989), a fundamental assumption in agency theory is that “whenever the principal has the information to verify agent 

behavior, agents are more likely to behave in the best interest of the principal” (Eisenhardt, 1989, p. 60). Although the 

purpose of delegating investment responsibility to specialized managers is to liberate the owners from 

proprietary analysis and ESG-related portfolio management duties, increased access to information about 

ESG topics provides the owner with the possibility to do so. As companies become subject to scrutinization 

and surveillance on potential adverse ESG-impacts from regulatory institutions, NGOs, and global media, 

asset owners will be given an excellent opportunity to move investigations in-house (Eisenhardt, 1989). We 
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thus expect investors to express willingness and interest in exploiting increased information, both for 

proprietary gains on in-house investments and to oversee manager actions and minimize agency loss.  

Lastly, we expect that both owners and managers will be engaging in dialogues to determine appropriate 

actions and investigations on adverse social impacts collectively. The increased attention to and expectations 

of investors as stewards of economic profitability and incorporating views and interests of a broader set of 

stakeholders should increase the informal interaction among owner and manager. This could be through 

increased correspondences via e-mail or phone to frequently monitor and discuss salient human rights issues 

and impacts. Figure 5 illustrates the theoretical model for Principal-Agency theory. 

 

 

Figure 5: Theoretical model for Principal-Agency theory. Inspired by: (Eisenhardt, 1989) and (Klettner, 2021).  

 

 

 

 

Asset owner/asset 
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4.2.2 Institutional Theory 

At large, institutional theorists contend that institutions matter, both formal and informal, and that 

institutions play a significant role in the performance of investments and the broader economic development 

(Hanekom & Luiz, 2018; Husted & Sousa-Filho, 2016; Meyer et al., 2009). In international business literature, 

institutional knowledge is further considered fundamental to assess the potential transaction costs of doing 

business and the local business environment’s stability and consistency. In other words, institutions can be 

considered fundamental playing rules of business and investments (Peng et al., 2009). Thus, the institutional 

scenery directly impacts company success (Hanekom & Luiz, 2018; Husted & Sousa-Filho, 2016; Meyer et 

al., 2009). We adopt this institution-based view from international business to our green investment scenery, 

where the success criterion is constituted of the social performance rather than the transactional gain pursued 

by multinational corporations. Evidently, the institutional contexts will play a fundamental role in foreign 

investors' performance, especially in social impacts (Husted & Sousa-Filho, 2016; Ortas et al., 2018). 

Hoepner et al. (2021) present institutional theory as a “stream of theoretical thinking” that does not possess a 

specific outlined framework. However, a uniting notion of institutional theory is that investor conduct is 

molded by distinctively country-specific social principles, morals, customs, restrictions, and objectives 

(Hoepner et al., 2021; Hartman et al., 2020; Ortas et al., 2018; Husted & Sousa-Filho, 2016). This thesis 

intends to create a framework for institutional theory inspired by a combination of Richard Scott’s 

institutional pillars (Scott, 1995) and Rainer Lepsius’ sociological approaches towards institutions (Lepsius, 

2017).  

Initially, Scott (1995) divides institutions into three pillars: the regulatory, the normative, and the cultural-

cognitive (Scott, 1995). Firstly, the regulative pillar is the body that sets the regulations, monitors compliance, 

and sanctions non-compliance. Secondly, the normative pillar is described as generally understood societal 

norms and values that define the corresponding aspirations, appropriate conduct, and tolerance towards 

exogenous interferences. Thirdly, the cultural-cognitive pillar, closely connected to the normative pillar, is 

characterized as a mutual awareness and collective reasoning apparent to individuals (Hoepner et al., 2021).  

Furthermore, Lepsius (2017) classifies sociological institutionalism into two approaches: a calculus approach 

and a cultural approach (Lepsius, 2017). On the one hand, by acquiring a calculus approach, investors intent 

to calculate and predict the social impacts of their investments based on pre-determined, universal standards 

and frameworks. This approach depends on the formation of solid regulatory institutions since these provide 
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external actors with “certainty about the behavior of others” (Lepsius, 2017, p. 4). On the other hand, the cultural 

approach to institutions asserts that “institutions affect actors’ identities, self-images, and preferences” (Lepsius, 2017, 

p. 4). Therefore, by acquiring a cultural approach, investors intend to understand and consider the social 

impacts of their investments based on dynamic, locally adapted standards and frameworks.  

By combining Scott’s institutional pillars and Lepsius’ sociological approaches with our conceptual 

background of responsible investment, a theoretical framework with two institutional dimensions emerges; 

1) the Formal Institutions (permitting a calculus approach) and 2) the Informal Institutions (entailing a 

cultural approach). 

 

The Formal Institutions: Calculus Approach 

The formal institution is similar to the meaning of the regulative pillar in Scott's framework (1995): the 

written codes of society and the investor sphere, i.e., the formal, dogmatic legislature with rigorous 

prosecution mechanisms. The formal institution includes the national or international regulations that the 

investor is subject to, be that host or home nation legislation (e.g., prudent person principle)24, supranational 

directives (e.g., EU policies), or compromising voluntary initiatives that the investor adheres to (e.g., UN 

PRI). The degree of sophistication, efficiency, and strength of the formal institutions directly impact the 

stability and predictability of investment markets. In addition, the more sophisticated, efficient, and robust 

the institutions are, the more the investors can rely on universal standards for sustainable behavior, i.e., 

applying a calculus approach for responsible investing.  

However, many states in the Global South possess ‘areas of limited statehood’, where the central government 

has a constrained domestic, regulative power (Hanekom & Luiz, 2018). In other words, the state cannot 

impose or enforce efficient and legitimate decisions and control in some areas nor ensure justice for its 

citizens (Hanekom & Luiz, 2018, Ramirez, 2019). Moreover, areas of limited statehood are often 

characterized by so-called institutional voids (Hanekom & Luiz, 2018), which entail, e.g., challenges of ability 

and capacity in designing or implementing policies, corruption, infrastructure gaps, a low rule of law, and 

social inequalities in development, labor markets, and education (Pieterse, 2012). The formal institution will 

 
24 The prudent person principle is a legislative requirement for institutional investors that entail to supervise the risks of 
investments. The purpose is to ensure that the companies’ investment strategy reflects what customers are promised, for 
example in terms of services or risk profile (DFSA, 2015). 
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be viewed in the light of ‘limited statehood’ as presented by Hanekom & Luiz (2018). We will generally use 

the term ‘limited statehood’ to refer to states occasionally labeled as weak, fragile, or inefficient. 

We see limited statehood as a common denominator for groups of states and nations labeled either 

developing countries, emerging markets, emerging economies, or the Global South, which are used 

interchangeably. However, the literature review highlights a significant diversity in geographical locations 

with social turmoil and human rights conflicts related to renewable energy projects, documented in Korea, 

China, Sweden, The Netherlands, Brazil, and Mexico, among others. Therefore, we do not rule out that 

limited statehood might occur to some extent in the antipole of the dichotomy above, namely, e.g., developed 

countries, advanced markets, Western countries, or the Global North. Nonetheless, we see limited statehood 

as the core reason why adverse social impacts occur in green investments, acknowledging the Global South’s 

pertinence without ruling out the occurrence in the Global North as well (Hanekom & Luiz, 2018). 

A regulative institutional aspect that appeared of critical significance relates to land rights, where issues of 

green grabbing have been raised (Dunlap, 2018c). The state’s unreliable assurance to formally respect private 

land rights and conduct FPICs poses a significant social risk to responsible investors and redirects extra 

importance to the informal institutions. Legal issues in areas of limited statehood will alter social cohesion 

and ultimately cause human rights conflicts. Thus, the denial of well-administered land rights in areas of 

limited statehood shows that investors cannot put their faith in the administrative systems but must engage 

in informal governance at the local level, meaning that applying a calculus approach becomes less viable 

(Hoepner et al., 2021). Instead, we see voluntary and informal mechanisms such as responsible investor 

engagement as essential for general climate change adaptation and mitigating this transition’s potential social 

trade-offs (Jehling et al., 2019). Whether or not investors apply a calculus approach will be assessed through 

three factors: 1) an unconditional adoption of universal standards, 2) complete outsourcing of engagement 

activities to third parties, and 3) attention to only national conditions in the due diligence processes. 

 

The Informal Institutions: Cultural Approach 

The informal institutions are similar to the meaning of the normative and cultural-cognitive pillars in Scott’s 

framework (1995): the unwritten codes of society and the investor sphere, i.e., norms, values, identities, 

mutual awareness, and collective reasonings. Within responsible investments, these norms can be seen in the 
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occasional shunning of funds with portfolios that incorporate firms whose activities go against the social 

norms and values (Hoepner et al., 2021). In our literature review, authors implicitly stress the relevance of 

the informal institutions when encouraging to recognize the multifaceted social-environmental connection 

between communities and nature and how this connection is fundamental for long-lasting norms, values, 

and identities of indigenous people (Aiken & Leigh, 2015; Asiama et al., 2017; Simonov et al., 2019, Firestone 

et al., 2015). Furthermore, in the literature review, a large gap between renewable energy developers’ and 

indigenous communities’ values and collective reasoning was demonstrated since indigenous’ territorial 

spirituality is altered by renewable energy development. Here, postmodern colonialism and environmental 

injustice notions underpin a crystal-clear mismatch of informal institutions between investors and local 

communities (Ramirez, 2019; Cambou, 2020). 

Many of the challenges in areas of limited statehood stem from diverse and fragmented local communities 

in terms of, e.g., linguistics, ethnicity, and religion, which result from colonialist pasts and vast, brutal 

geographical areas (Lange, 2015). Therefore, a high degree of diversity in social norms and values is to be 

expected in areas of limited statehood, which poses a further challenge to mitigate adverse social impacts 

(Powell & Bromley, 2015). For instance, perceptions of standardized intentions in renewable energy 

development, such as benefit-sharing, might vary accordingly (Schulz & Adams, 2021). The institutional 

voids imply that institutions are more easily disrupted by conflict, and investors are thus influenced to engage 

in activities to counterbalance these voids, i.e., applying a cultural approach.  Investors might be pushed to 

engage directly with local communities as a strategic focal point in their ESG approach, even though the 

local government should ensure this process (Hoepner et al., 2021). 

Here the challenge for foreign investors is to create ESG frameworks that account for the materiality of 

informal institutions to mitigate the adverse sustainability impacts while improving the positive involvement 

with the local communities at stake (Hanekom & Luiz, 2018). The interaction of formal and informal 

institutions and the disparities throughout institutional contexts will undoubtedly affect investors’ social 

performance (Hartman et al., 2020). Whether or not investors apply a cultural approach instead of a calculus 

approach will be assessed through three factors: 1) a qualified adaptation of universal standards, 2) a 

provisional collaboration of engagement activities with third parties, and 3) attention to national and local 

conditions in the due diligence processes. We will apply institutional theory to understand how investors 
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adapt and construct their ESG frameworks, due diligence, and performance according to host states’ 

institutional context. Figure 6 illustrates the theoretical model institutional theory. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.3 Summing up: Achieving a Just Transition   

By focusing on the concepts of responsible investing, principal-agency theory, and institutional theory, this 

framework aims to throw light on institutional investors’ practices and prospects to contribute to ensuring 

that the green transition is also a just transition. The literature review highlighted many adverse impacts of 

renewable energy development, some connected to unjust distributions, procedures, and recognitions. The 

ultimate theoretical framework of this project builds on four research objectives that have been developed 

to analyze what investors do to achieve a just transition.  

The first objective will map the investors’ insights into the social risks of green investments against the 

literature review findings. The second objective is to explore the investors’ methodologies to conduct 

Figure 6: Approaches towards institutions. Inspired by: (Scott, 1995) and (Lepsius, 2017) 
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responsible investment based on the conceptual background. The third objective is to explore the investor’s 

approaches throughout the financial intermediation chain via principal-agency theory, whereas the fourth 

objective is to explore the investor’s approaches towards institutions via institutional theory. The theoretical 

framework is illustrated in Figure 7.  

 

 

 

  
 
 
 
 
 
 
 
 

Figure 7: Overview of theoretical framework and research objectives 
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5 Data Analysis 

The following section will provide an analysis of the empirical findings. The section consists of four parts, 

where each part pertains to one of the research objectives. First of all, the investors’ insights into social risks 

in green investments will be mapped out against the systematic literature review of the most pertinent social 

issues in academia. Secondly, the investors’ general methodologies to conduct responsible investment will be 

explored based on the conceptual background of responsible investment tools. Thirdly, the investors’ 

approaches throughout the financial intermediation chain will be explored via principal-agency theory. 

Finally, the investors’ approaches towards institutional contexts will be explored via institutional theory.  

 

5.1 Research Objective 1: Insights into Social Impacts of Green Energy 

The systematic literature review conducted in section 3 demonstrates some of the negative implications of 

installing renewable energy worldwide. The interviews conducted with 13 institutional investors in Denmark 

reveal to what extent the eight indicators are considered when investing in renewable energy. Different 

investors demonstrated awareness of some of the Business and Human Rights Resource Centre Renewable 

Energy Benchmark indicators. However, it was primarily evident that the closer a given investor was to 

emerging markets through their investments, the more knowledge they expressed about specific indicators. 

 

5.1.1 Ind. 1: Indigenous Peoples’ and Affected Communities’ Rights 

Eight investors contemplated issues related to indigenous peoples’ and affected communities’ rights. Local 

and affected communities take on serious concerns from these investors, where widespread community 

impacts and relationships form common ESG frameworks. Almost all investors find it imperative to hire 

consultants with local know-how within the community relationships whenever indigenous communities are 

present to the project. Here the investors stressed the importance of having people on the ground, especially 

in areas of limited statehood, in order to mitigate the risks of clashing indigenous rights (AO2; FM1; FM2; 

AO3; DFI(1)).  
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One pension fund imposed the challenges that especially hydropower projects pose on local communities 

due to flooding and potential relocations of local people. Here an example was given of hydro dams in Brazil, 

where many vulnerable people have emerged based on these projects. Also, special attention is paid to 

greenfield investments, in which all preliminary assessments must be conducted and calibrated meticulously. 

The quality of these assessments depends on the national action plans at stake and whether these include 

considerations of local communities and vulnerable peoples’ way of life. This particular pension fund stressed 

this point as a prerequisite for having a just green transition (AO2).  

 

5.1.2 Ind. 2: Land Rights 

In total, eight investors contemplated issues related to land rights. The participant from the DFI was, perhaps 

naturally given the deep expertise of the DFI in emerging markets, one of them, who showed particular 

awareness of indicator number two within land rights: “Concerning land rights, we consider various aspects, such as 

who the landowner is. However, we also pay attention to who is using the land because, often in these settings, you can have 

different landowners and land users, and it is obviously not sufficient only to compensate the landowner if the land you buy is 

actually used by someone else” (DFI(1)). In particular, the DFI has been investing in various solar and wind 

projects across Africa and Asia, and in some cases, projects have been entered after the resettlement of local 

communities: “We have one investment in hydropower, which we entered after the project was installed. It is tough to assure 

that everything has been done correctly in such a case. People have already been moved, so establishing a proprietary audit here 

is very hard” (DFI(1))  

Land rights appear one of the most complex issues, especially considering the rights and entitlements to 

territories, which often has been self-proclaimed by either individuals or collectively by local communities 

(AO7; FM2). Discussions regarding specific rights and requirements to certain land are high-concern to the 

philanthropic foundation participating in the queries. Here, worries about speculative squatters were also 

expressed, who seek to exploit the prospects for compensations, even though they are claimed fraudulently 

(AO7). It is essential to go on sites and talk to the local citizens and find out if it makes sense what they 

claim: “After all, you have to take into account indigenous people, the discussion about consultations, if it has run properly or 

not. Nevertheless, how are you supposed to have the consultation if someone feels that the country is theirs? It is complex. Investors 

need to be able to have the right people as consultants who can help create good plans” (AO2). 
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Civilized procedures have also been acknowledged, where developers rightly have been forced to either 

compensate or abandon the project (AO1; AO7; FM2). These participants agree that investors need to 

compensate the locals who will lose their land and potentially not grow their crops. Nevertheless, they also 

point to the fact that things can sometimes go wrong due to the scale and size of projects and the variety in 

stakeholders: “Sometimes this complexity can make it difficult to hit just right when doing the due diligence” (AO2). Thus, 

insight into the rightful entitlements is very gritty and poses a significant challenge to investors. The 

philanthropic foundation expressed this as a trial-and-error process to some degree to gain the essential and 

applicable experience and knowledge to remediate and circumvent the disputes: “Who has been entitled to what, 

unfortunately, we do not have insight into this, nor does our manager always have insight into that. […] We engage with our 

managers about this […] to assess whether we believe the managers learn from the mistakes that have been made and use them 

going forward, so we avoid them and get better” (AO7). 

One of the FMs presented very profound insight into the procedures and measures to mitigate the risks of 

land disputes. The FM claims to have provided compensation to over two thousand households as well as 

building new, more substantial houses for people affected by the projects: “The ones that we found that were 

affected needed to be resettled, we ended up resettling them, compensating them and the ones that are physically displaced. We 

built for them up to standard new complete houses.” (FM2). 

 

5.1.3 Ind. 3: Security and High-Risk Contexts 

In total, nine investors contemplated issues related to security and high-risk contexts. An industry-wide focus 

is increasingly becoming the supply chain management and sourcing of minerals from high-risk zones. Here, 

an FM mentioned how they work actively to formalize the inherent risk of conflict minerals: “And we would 

seek to include clauses in those contracts which oblige the contractors also to apply those same standards to their subcontractors. 

Supply chain due diligence is actually a very significant ESG topic for all energy infrastructure investors” (FM1). Investors 

are highly preemptive to the mining sector’s risks, vital to constructing renewable energy facilities (FM2; 

AO2; AO7; AO1; DFI(1); DFI(2)). According to two pension funds, especially the regions of Latin America 

and Asia are being characterized by mining sectors with massive human rights challenges (AO1; AO2). The 

DFI addressed this aspect as an imperative area that needs to get more focus going forward, especially since 

the investors do not have the tools to internalize the risk. However, increasingly the UNGP pushes to 
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increase attention and encourage investors to conduct further human rights due diligence in the supply chain 

and developers to increase transparency on their value chain (DFI(1); DFI(2)).   

 

5.1.4 Ind. 4: Human Rights and Environmental Defenders 

No participant made explicit references to the human rights and environmental defenders’ issues, which 

correlates well with the lack of attention among businesses. Similarly, in the Renewable Energy Benchmark, 

0 out of 16 companies received points from the BHRRC in their benchmark scoring, where companies were 

scored based on their policies on this specific topic (BHRRC, 2020).  

 

5.1.5 Ind. 5: Labor, Health, and Safety 

In total, six investors contemplated issues related to labor, health, and safety. Both FMs and the DFI stressed 

the labor conditions, especially about the health and safety (H&S) standards, as an important focus area of 

their due diligence in the value chain (FM1; FM2; DFI(2)). For one of the FMs, the H&S constitutes the 

periodical monitoring’s primary metrics. Here, increased concern was expressed regarding the construction 

and operations of the actual projects and the production of essential components for the solar power sector, 

sourced from shady conditions in China (FM1). Besides, the DFI also pointed to the fact that large inflows 

of migrant workers occur in the construction phase of the projects, which increases the risk for exploitative 

measures and modern slavery (DFI(2)). This point was elaborated by an FM, which periodically conducts 

contractor-related audits, where the labor conditions and common labor rights, such as national minimum 

wages, no under-aged labor force, allowing trade unions, working hours, and proper time lock, are being 

scrutinized (FM2). The philanthropic foundation also expressed skepticism regarding the disclosures and 

reporting of labor issues from communities in areas of limited statehood (AO7). 

 

5.1.6 Ind. 6: Right to a Healthy and Clean Environment 

In total, ten investors contemplated issues related to a healthy and clean environment. Connected to the 

H&S concerns of personnel is the public H&S risk of people living close to the projects or sourcing activities. 

Herein is included the potential environmental incidents and impacts that might occur, which are included 
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in periodic monitoring (FM1). Furthermore, noise impacts connected to wind turbines and avian life were 

also risks highlighted by pension funds as examples of incidents they would take up in their active ownership 

procedures with developers and managers. The environmental impacts are of the highest priority to reassure 

the essential purpose of developing renewable energy projects: to take care of the environment (AO2; AO3).   

Particularly the environmental impact of hydropower projects is viewed as material. The DFI and one 

pension fund maintain that it is sporadic for the organizations to establish investments in hydropower 

projects due to the environmental risks of the energy source: “Well, it must be extraordinary before we enter into a 

project, in a hydro project. We have respect for that. I am sure you have read about it too, and now I remember a project in 

Honduras. A relatively small project but in a very conflict-ridden area. […] It also creates a bad impact. I mean, complete 

chaos.” (DFI(1)). The two investors continuously clarified their hydropower concerns, which entail flooding 

nearby territories and raising biodiversity concerns (DFI(2); AO1). Also, the decomposition of organic 

matter might lead to many methane emissions from the reservoir, and the downstream ecosystems are of 

concern since the dams change the flow of the river. Thus, the DFI finds it paradoxical to employ 

hydropower to fight climate change since the setups have severe adverse environmental impacts for the local 

territories (DFI(2)). 

 

5.1.7 Ind. 7: Transparency and Anti-Corruption 

In total, two investors contemplated issues related to transparency and anti-corruption. In general, the 

investors did not mention issues of transparency and corruption, except the DFI and one FM. Here, the DFI 

raised the concern of very high risks for corruption in areas of limited statehood. When dealing with typical 

renewable energy projects, a close collaboration with national and local authorities is critical since the projects 

need an immense amount of government-issued licenses, approvals, impact assessments, and consultations. 

The DFI reckon the risk of corruption correlates with the intensity of interaction with governments: “the 

more interaction you have with public authorities, the greater the risk of corruption”. The inherent risk of corruption and 

the measures and policies established to mitigate this risk is viewed with a transaction cost perspective: an 

inevitable matter of course that prevails in areas limited statehood that the investor simply must be aware of 

and account for: “If you want to be a hero, then you just cannot do anything.” (DFI(1)).  
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5.1.8 Ind. 8: Equality and Inclusion 

In total, five investors contemplated issues related to equality and inclusion. Hence, to some degree, investors 

also contemplated equality and poverty issues connected to renewable energy development, which, on the 

one hand, entails the risk of increasing electricity prices in local areas to the project. Here, an asset manager 

mentioned this potential adverse impact, which would form the foundation for potential engagement and 

dialogue with the developers (AM1). On the other hand, renewable energy projects have the merit of 

providing increased access to electricity in remote areas, although a challenge prevails of leaving the small 

towns at the bottom of the provision chain. Meanwhile, the projects also provide labor opportunities for 

local people, where the DFI has seen examples of projects that make a virtue of employing additional 

personnel as, e.g., security, as a means of benefitting the local community (DFI(1); DFI(2)).  

 

5.1.9 Summing up: Mapping of Investors’ Insights 

Overall, investors did show some relevant awareness of the issues surrounding investments in renewable 

energy. Participants appeared to understand the risks associated with indigenous people and the thorough 

consultations needed to deal which such communities on project sites. Likewise, various participants stress 

how land issues, particularly in the Global South, might be a serious concern due to the possible re-location 

of people and compensation to relevant stakeholders. Across all eight indicators, a clear divide exists between 

the granularity of the knowledge shared on the given issues, depending on whether the participants adhered 

to specialized investors (FM1; FM2; DFI) or the rest of the participant group. As such, more granular issues 

around some more specific indicators were primarily mentioned by experts within renewable energy and less, 

if at all, by asset owners and managers. Table 8 shows a mapping of the investors’ insights of social risks in 

green investments. The mapping illustrates whether the investor showed awareness of issues relevant to the 

respective indicator during the interviews. Furthermore, Figure 8 illustrates an overview of the degree of 

indicator contemplation of investors based on the mapping. 
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Table 8: Mapping of investors' insights of social risks in green investments 

 FM1 FM2 DFI(1) DFI(2) AM1 AM2 AO1 AO2 AO3 AO4 AO5 AO6 AO7 

1. Indigenous Peoples’ 

and Affected 

Communities’ 

Rights 

 

× 

 

× 

 

× 

    

× 

 

× 

 

× 

  

× 

 

× 

 

2. Land Rights  
× ×    × × × × ×  × 

3. Security and High-

Risk Contexts 
× × × ×   × × ×   × × 

4. Human Rights and 

Environmental 

Defenders’ Rights 

             

5. Labor, Health, 

and Safety 
× ×  ×  ×   ×  ×   

6. Right to a Healthy 

and Clean 

Environment 

× × × ×   × × × × × ×  

7. Transparency and 

Anti-Corruption 

 
× ×           

8. Equality and 

Inclusion 

 
× × × ×  ×       

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 8: Overview of the degree of indicator contemplation of investors 
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5.2 Research Objective 2: Methodologies to Conduct Responsible Investment 

As outlined in section (4.1), institutional investors may apply different tools to ensure the sustainability of 

their investments. Here we present and analyze the tools adopted by participants.  

 

5.2.1 Screening and Monitoring  

When asked about the general ESG-approach within some of the largest asset owners in Denmark, a standard 

tool among investors is to screen their portfolios frequently to locate companies that may violate given 

sustainability criteria related to the portfolio (AO3; AO6; AO1; DFI). Generally, the screening of portfolios 

is done on liquid assets, e.g., stocks, which can easily be bought and sold on relevant stock exchanges. One 

asset owner summarized the general approach encountered among multiple asset owners when stating that: 

“First and foremost, our job is to create a satisfying financial return to our beneficiaries. Secondly, we need to do it responsibly 

by not investing in, e.g., child labor. That is what we screen for” (AO6).  

Screenings occur on an ongoing and periodic basis, most commonly quarterly (AM1; AM2). One asset 

manager conducts screening of all investments every quarter, while the sustainable and green-labeled 

investment products are screened more frequently (AM1). Multiple investors highlighted how they apply a 

norm-based approach, where international principles and standards on human rights, e.g., are used to execute 

the screening process (AM1).  

A typical reference point as to what made participants’ investment portfolios more sustainable was the deep 

commitment to especially the UNGC. In most cases, it appeared to be an overarching guideline as to what 

portfolio companies can and cannot do, as expressed here: “We look much towards the UNGC and the compliance 

with such principles” (AO7), or here: “We have supported the UNGC since 2008 and use it as something that we can lean 

us up against” (AM1). As part of the research done after an interview with an asset manager, we retrieved the 

list of screening criteria applied to the investment universe. It reveals how criteria in many cases revolve 

around climate change and biodiversity impacts (see appendix 6).  

Screening of assets is often only the first step in ensuring the sustainability of their investments. For assets 

that have been considered within the investable universe, some investors then conduct an analysis based on 
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ESG-ratings compiled by external rating providers. For instance, a pension fund states the following: “Our 

approach is classic in the sense that we rely on ESG-data from MSCI and ISS […] and based on these, we may conduct 

further analysis on a given asset” (AO4). Using ESG-ratings appears to be a matter of course, as a large majority 

of asset managers and asset owners made explicit references to their integration of external ESG rating 

providers, most notoriously Sustainalytics, MSCI, and ISS. 

It is difficult to estimate how well ESG ratings capture the social impact of renewable energy investments. 

This has been demonstrated on an industry basis, as utility companies are usually rated high, whereas 

companies working in the industry receive lower ratings (Doyle, 2018). Maybe due to these critics of ESG-

rating agencies, some investors have downplayed the role of external ratings, with which they often not agree: 

“Obviously, we have data providers giving us scorings on some of these issues, but we may not agree with their prioritizations. 

Therefore, we have our own fact-finding group which tries to find more relevant information on a given company” (AO1).  

 

5.2.2 Active Ownership and Collaborative Engagement  

Once the listed universe has been screened and violating companies identified, the next phase of identifying 

human rights issues begins. All participants in this research have referred to themselves as active owners, 

where investments, subsequently to being screened, are frequently monitored and reviewed in addition to 

engage with and contacting investees continuously. Out of the nine participants classified as either asset 

managers or asset owners, at least five outsource the engagement and subsequent voting process to external 

investment advisory firms, such as Engagement International or EOS Investment Management, to engage 

with companies on behalf of a group of investors and thus consolidate striking power to make an influence 

(AM1; AO2; AO7; AO4, AO3).  

These partnerships are particularly imperative in terms of publicly listed stocks, where isolated stockholders 

might not have the leverage to engage with companies and must rely on a collective, organized effort with 

like-minded actors (DFI(2); AO2). However, one asset owner emphasizes the more “hands-on impact” that 

one can have by engaging with companies directly (AO1). Whereas consolidation of striking power through 

a proxy voting or engagement firm may increase the leverage, it does also remove some of the influence that 

investors can have on the issues on which they engage, as expressed by this asset owner: “We do not have the 

direct contact with companies, as it is outsourced to an asset manager based in London. They are 16 employees, who represent 
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30 institutional investors like us, and they cannot cover all companies in their client’s portfolios, and prioritization must happen” 

(AO3).  

Whether delegating the responsibility of engaging to third parties or not, a common consensus exists that 

the first step to deal with an issue is by initiating a dialogue with the company. Only one participant had a 

slightly different view on how to deal with issues detected within investee companies: “If we do see that any 

company violate, for instance, the UNGC, we quite often simply decide to divest from it. We do not wish to have positions in 

such companies, and it is much extra work for us to start an engagement process” (AO4). However, in most other cases, 

participants would always react to any screened company by engaging in a dialogue. Figure 9 shows the 

results of a word frequency search done on the interview transcripts. The figure illustrates the number of 

times participants referred to a given tool. 

Figure 9: Frequency of responsible investment tools.  

 

 

Many collaborative efforts are consolidated in climate-oriented investor frameworks as outlined in section 

4.1.2. One asset owner, however, pointed to their membership in the Investor Alliance for Human Rights25: 

“We joined the Alliance in the fall last year, and have a desire to be more active in that group […] Joining does not come with 

 
25 The Investor Alliance for Human Rights counts 170 institutional investors representing a total of over US$5 trillion in assets 
under management. A core objective is to emphasize investor responsibility to respect human rights in practice (IAHR, 2021).  
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any particular obligations, it is merely a question of developing common tools on how to work with human rights” (AO3). At 

the time of writing, this investor was the only investor looped into the IAHR alliance, whereas most other 

investors were either signatories to the PRI or members of some other investor-related framework. However, 

surprisingly few made references to such framework neither in their general description of them as 

responsible investors or in work with human rights specifically. 

 

5.2.3 Exclusion and Divestment 

For most investors, exclusionary measures and divestment strategies in the listed investments have been 

discussed as a last resort remedy, which they apply if their active ownership strategies do not bear fruit (AO2, 

AM1): “So here it is important to first always engage in dialogue, and we believe that engagement is the way forward, especially 

with these climate challenges. We believe we cannot just exclude the sector. We all need to be part of the solution here, so we all 

need to help turn this into a low-carbon economy.” (AO2). However, one pension fund, who still conquer with this 

viewpoint in general, stated that they provide specific sustainable retirements savings with a particular 

sustainable foundation where divestment and exclusions of companies resort to much earlier in the process: 

“In the broad investment products, […] we can take a more sobering view and put in some work with active ownership, and we 

can wait and see how things develop, whereas in this retirement saving we will be more consistent and say that we do not even 

want to consider whether it is something we need to do more about. We just throw the company out.” (AO5). 

The decision to exclude or divest is seen as quite tricky “because it is not black and white in reality. It is very, very 

complex. […] it is a consideration concerning the given situation. Moreover, it will always be a reflection and a concession that 

if we exclude the company, will the company not just continue along the same course?” (AM1). This specific asset manager 

states the urge to assess the investee’s direction, objectives and targets, and whether the business model 

coheres with this ESG strategy. These assessments will be made based on dialogues and through investor 

initiatives, such as the Climate Action 100+: “As such, you cannot come up with a formula for when you choose to 

exclude. It is an assessment case where different factors are considered against each other” (AM1). 

Only a few participants expressed concerns about investing in renewable energy companies or projects. One 

of the large asset owners recently excluded a hydropower company (AO1), and another one likewise pointed 

towards hydropower as a specifically complex area with a lack of Danish know-how (DFI(1)). Apart from 

this, renewable energy appears to benefit from its ‘green label’ because it is crucial to achieving a sustainable 



Page 82 of 134 
 

and greener future (IEA, 2021; McKinsey & Co., 2021; Gielen et al., 2019). When explicitly asked about the 

lack of comprehensive policies and commitments to, for instance, the FPIC process, a participant replied: 

“Just because you have your policies and principles in place, it does not necessarily mean that you perform well on the ground” 

(AO1). On the other hand, various asset owners accounted for exclusion processes related to the mining 

industry, in which fatal incidents have caused investors to divest from some of the world’s largest mining 

companies (AO2; AO1). Severe adverse social and environmental impacts have characterized incidents here. 

This criticism of the mining sector stresses the importance of supply chain management by renewable energy 

developers, where the sourcing of restorative materials stems from high-risk areas (AO2). 

 

5.2.4 Incorporating International Standards  

All investors participating in this study point to their use of international standards to mitigate the risk of 

negative social impacts associated with investments. Here, we look at which standards they apply and how 

they do it. 

 

United Nations Global Compact  

A frequently adopted framework is the UN Global Compact (UNGC), as outlined by multiple participants: 

“The UNGC is a framework that we use to establish whether something is wrong or not” (AO4). Likewise, the importance 

of the UNGC as an overarching framework was emphasized by another large financial institution (AM1): 

“Our approach relies on the fact that we have been supporting the ten principles embedded in the UN Global Compact since 

2008” (AM1). The UNGC framework is categorized as a principle-based MSI and provides businesses with 

a voluntary set of principles without any subsequent reporting or monitoring requirements (Rasche et al., 

2020). In terms of prohibiting human rights violations, principle 1 of the UNGC states that “businesses should 

support and respect the protection of internationally proclaimed human rights”, and principle 2 says “make sure that they 

are not complicit in human rights abuses” (UNGC, 2020). However, the soft law embedded in these principles, 

combined with the lack of granularity in how these principles work, spurs skepticism about the legitimacy of 

these principles in academia (Berliner & Prakash, 2015). Apart from the statement above, few participants 

elaborated on how they use the UNGC. Instead, it was mentioned as a general framework for securing 

responsible investment.  
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United Nations Guiding Principles  

One pension fund in particular vows to the UNGP as a foundation for human rights work and discussions 

with investees in the active ownership process: “We think the UNGP provides an excellent background for discussions 

that also tell you a little about what to look at with policies, processes, human rights, and so on.”(AO2). Another asset 

owner pointed to the UNGP as an indicator for business conduct on human rights due diligence and 

consequently appraised companies adopting the framework (AO1).  

The general endorsement of international standards among institutional investors is explicit. Although 

standards appear as a solid reference point for institutional investors, they are only helpful if sufficiently 

implemented by companies, followed by project developers, consultants, local governments, and other 

influential stakeholders involved in renewable energy deployment. The state-business link is entrenched in 

pillar two, which sets out measures that corporations should take to respect human rights as defined by 

international human rights law and national legislation. Included in these measures are, e.g., the corporate 

responsibility to conduct ex-ante due diligence and ex-post assessment of operations (UNHROHC, 2011; 

BHRRC, 2020). When asked about their use of the UNGP, many participants emphasized that the tool was 

essential to work with social issues, but few gave a compelling answer on how it is used to address such 

responsibilities in the engagement processes with companies. Moreover, participants did express concerns 

around fragile states and regulative capabilities, but none detailed the importance of state duties in the UNGP 

and the state-business nexus to ensure accountability on human rights. 

 

IFC Performance Standards  

For investments in illiquid assets, various investors pointed to the usefulness of the IFC Performance 

Standards. A participant from the DFI was particularly fund of the IFC: “In 99.9% of investment cases that we 

handle, we use the IFC Performance Standards, as most cases are what we consider high-risk cases” (DFI(1)). However, 

the human rights lens of the IFC is frequently complemented with the UNGP, specifically when it comes to 

supply chain issues: “There is debate on whether or not the IFC has sufficient emphasis on human rights. In any case, we 

have decided to incorporate the UNGP to ensure that we comply with their principles. In particular, we see that they complement 

each other well in the area of the supply chain (DFI(1)). An FM stated that the IFC Performance Standards work 
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well but that it has one particular weakness on indigenous people: “Generally, the term indigenous is just very flawed. 

It is exceedingly difficult to know who is indigenous and who is not in some contexts. Even the IFC standards are not specific 

on this point” (FM2). 

One of the FMs at stake applies a dynamic and flexible approach to international standards without vowing 

one specific standard as a universal formula. Here, investment-specific contexts and investor-specific 

requirements will be assessed on a case-by-case basis: “The standards that we have, they are specific to each fund. So, 

we will take a process where we analyze the nature of the fund and the investment scope and technologies in countries that are 

relevant. And then we will actually sort of identify what frameworks and standards are out there in the market that we can 

adopt.”(FM1). Each investor will have different ESG standards, shaping the FM’s ESG approach during the 

fundraising stage. This ESG approach will then be benchmarked against the IFC Performance Standards and 

the Equator Principles, which are generally considered the best-in-class frameworks (FM1; FM2; DFI(1)). 

Illiquid investments are usually made with greater emphasis on the due diligence process, both from asset 

owners but specifically from relevant fund managers. Here, screening is applied in conjunction with regular 

monitoring of concurrent investments. One FM initiates this process by hiring specialized advisors and third 

parties to help identify, materialize and analyze a project’s risk profile. The specialized advisor will base these 

materiality assessments on a thorough examination of all internal documents such as permissions, studies, 

contracts, and standards. This examination is then benchmarked against the local institutional context as far 

as the third party’s expertise allows. Here the FM stressed the importance of the third parties to have 

significant insight into local contexts, especially if indigenous communities are to be affected by the project: 

“One of the things that the consultants we use would look at […] would be the presence of indigenous communities. Where it is 

relevant, that would certainly be something that we would need to look at because our ESG standards […] would require, you 

know, that risk to be assessed and also to be handled”. Thus, it is imperative to engage with business advisors with 

leverage in local offices or local connections, and these advisors directly shape the ESG approach of the 

investors and managers (FM1; AO2; DFI(2); AO3).  The second step of the process is then to map the 

relevant social impacts or issues that pose a risk at the given case. These mappings will be consolidated into 

environmental and social action plans, issuing concrete steps and measures to mitigate the material risks 

(FM1). 
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5.2.5 Summing up: Active Investors  

The previous sections yield tremendous insight into what and how different types of investors along the 

financial intermediation chain work with responsible investments and how they aim to mitigate their social 

impacts. Investors’ primary remedy appears to be their frequent screening tools, which all participants 

emphasized. However, the effectiveness of the screening in terms of preventing human rights abuses appear 

inconclusive. Although participants usually refer to the UNGC as a tool to assess companies and their 

commitments to responsible business conduct, few participants could elaborate on how such a procedure 

effectively prevents the issues in question. Moreover, investors generally embrace the dialogue with 

companies once an issue is detected. However, a significant finding here is that this requires extensive 

resources, which means that the engagement process is often outsourced and the direct, hands-on impact 

diminished. Although exclusions do happen, it is usually a last resort action, as asset owners believe 

divestment generally does not drive sustainable outcomes. 

When it comes to illiquid investments, the general approach shifts from screening to due diligence, where 

asset owners delegate the actual ESG assessments to relevant fund managers. Before we assess that 

delegation of responsibility, it is worth mentioning how many participants expressed their struggles to deal 

with social impacts, not least in renewable energy investments. One owner expressed how the social 

dimension inherently requires a more qualitative approach, which the investment industry is struggling to 

deal with: “I do not know what the solution to the ‘S’ [social, ed.] is. You can pull a list from Bloomberg with companies that 

have a human rights policy, but you cannot get the process behind it” (AO1). Another participant elaborated: “It is 

relatively easy to quantify climate-related data and request it from investee companies. That is much harder with the social aspect” 

(AO2).  

 

5.3 Research Objective 3: Strategy in the Financial Intermediation Chain 

The preconceived notions about how asset owners integrate social measures in the election of asset managers 

were generally not expressed by the participants. In the following, we analyze how participants addressed 

potential agency loss.  
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5.3.1 Ex-Ante Alignment of Interests 

Communication of stewardship requirements 

The data collected in this paper bring relevant insights into the financial intermediation chain and some of 

the principal-agency links embedded within it, as it explores the dynamics between owners and managers 

and how ESG is tied to their due diligence processes. One participant stated that the ESG due diligence 

undertaken by the organization primarily relates to the investigation of potential external asset manager: “Yes 

[we do more due diligence on the chosen asset manager, ed.], because firstly, we do not have the resources to do our proprietary 

due diligence on all of our investee companies, and secondly, thorough due diligence would often require us to be physically present 

on the ground, which we cannot be. Therefore, we only cooperate with investors who have the capacity to be physically present” 

(AO3). Various participants highlighted how they could not be present around the sites when they invest in 

such projects, and consequently, it is a requirement that the chosen fund manager can be so (AO3; AO1; 

AM1). 

Another asset owner emphasized that: “We spend an incredible amount of time to really understand how managers deal 

when they go in and start up projects, how they decide, how they look at the different risks, whether their processes are robust 

enough to be able to handle the risks, how they report on it, how they view the companies they have in the portfolio (…) The 

process of selecting the manager may take up to 4 months because we need to understand if they have the right ESG manager, 

the right policies, the right team to invest responsibly on our behalf”  (AO2). Hence, the asset owners interviewed 

showed great awareness of the qualities of individual fund managers, but once a manager has been selected, 

views deviate as to how the owner should be engaging with the manager to solve potential issues collectively. 

To the question of whether a given owner is putting pressure on its chosen fund managers to exhibit 

stewardship of human rights compliance, the participants answered: “It is a completely wrong perspective to assume 

that we should put pressure on the manager to comply with specific human rights standards. We have chosen this manager 

because we think they can create a solid financial return without doing any harm” (AO5). It can be inferred here that 

rather than instructing fund managers on how they should be doing things, an external ex-ante assessment 

of the fund manager is being made. Consequently, an alignment of interests is not done by explicit 

instructions but rather by choosing the right manager in the first place. 
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Materiality perceptions 

Multiple participants also point to the concept of financial materiality to indicate how well investors manage 

their ESG-related risks. A participant from the DFI highlights that it is in the best interest of the asset 

manager to understand the ESG related risks as they increasingly will have a financial impact on the return: 

“If you are an investor in agriculture, for instance, the changing weather patterns constitute a huge financial risk, and regulation 

on sectors and their permitted emission of CO2 may leave you with stranded assets […] My honest opinion is that it should be 

part of the fiduciary duty of asset managers to report the ESG-related risks to their investors” (DFI(2)). A similar perception 

comes from an asset owner: “We see that investors understand the financial materiality of investments well, but I feel there 

is a lack of risk-understanding when it comes to the UN Guiding Principles. Because these are not defined risks to investors, 

but rather risks for those who are affected by investments” (AO3). Hence, the need for asset owners to strictly 

emphasize the importance of long-term value creation in investments seems to be receding, as managers 

themselves adopt strategies to prevent financial impacts. 

Nevertheless, while the economic materiality enshrines the environmental-related due diligence, human 

rights issues appear more unclear in their potentially negative monetary impact. However, in an investor 

briefing from the BHRRC about the importance of human rights consultation with companies, various 

financial risks related to human rights are outlined (appendix 7). Among them is the increase in capital 

expenditure due to lawsuits over violations of local land rights, the extension of the planning phase, and 

higher planning costs. Also, the operating expenditure may easily be affected due to, e.g., higher insurance 

cost and risk rating or increased public relations expenditures (BHHRC, 2017). The framing by our 

participants of financial materiality as being most prevalent in the environmental domains thus appear 

contradictory to what is outlined by the BHRRC. 

 

Integration of standards in contracts  

Concerning the integration of human rights standards and how to use them, our data suggest that the 

contracts established among asset owner and asset manager contain limited requirements as to what a 

manager can and cannot do. Few participants elaborated on the contractual agreements and whether they 

revolve around an outcome-based structure or a behavior-based structure. Nevertheless, various statements 

indicate UNGC is an essential element integrated into the non-financial requirements of the contracts: “We 
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rely on the agreements that we have with our managers. It is integrated into the contracts and side letters what they cannot invest 

in, and that they should comply with the UNGC, and we try to follow that to the best of our ability” (AO6). Also, one 

participant pointed to the elements that constitute the contract established with managers and how owners 

‘do what they can’, to ensure asset managers take appropriate action: “We do what we can to mitigate social risks 

through our due diligence and by establishing side letters where we ask managers to follow global UN principles” (AO7).   

Judging on these statements above, it seems that asset owners structure their contracts with fund managers 

around a behavior-based structure in which there is an increased focus on the ex-ante assessment of managers 

in terms of making sure they meet the relevant requirements. During the interview with one fund manager, 

which is managing renewable energy investments for multiple asset owners interviewed, the priorities, as well 

as requirements, were outlined: “they all prioritize different things. Many are, of course, interested in the climate aspect of 

our investments, but a lot of them are interested in the social aspect as well […] They [the institutional investors, ed.] will do 

due diligence on us from an ESG perspective, and there will be meetings with me and the team where we can present our 

framework” (FM1). 

 

5.3.2 Ex-Post Monitoring of Fund Managers  

Frequent reporting on S-issues 

Whereas the asset owners interviewed frequently pointed to their ex-ante assessment of a given fund 

manager, few elaborated on the subsequent monitoring. However, the fund managers participating in this 

project were more specific about how they are being monitored on social aspects once projects are 

constructed. One FM elaborated on some of the requirements that fund investors require from them in 

terms of social and environmental due diligence assessments: “Before we can begin the development of any projects, 

we need to submit both social impact assessments and environmental impact assessments for them [the investors, ed.] to review. 

Also, in the case of resettlement [of people, ed.], we would need to submit a settlement action plan report” (FM2).  Another 

asset owner pointed out that the monitoring, both financial performance as well as of the ESG performance, 

may not necessarily be done because the asset owner has a desire to “monitor” the agent, but just as much 

because they are required by the Danish Financial Supervisory Authority (DFSA) to do so (AO5).  
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Proprietary due diligence and internalization of due diligence  

As data flow increases and asset owners are required to better understand the impact of their investments 

following the expanding views on stewardship, even small ESG teams can conduct proprietary due diligence 

of relevant project companies. One asset owner, which has also established an in-house fact-finding group 

to assess illiquid investments, pointed to how it is now possible to use new and hitherto unseen sources to 

evaluate how companies act on human rights issues: “Do you know the Corporate Human Rights Benchmark? Such 

a source is valuable to assess how certain companies may be prepared to deal with issues in certain contexts” (AO1). Another 

participant concretized some of the indicators used to understand the companies included in relevant fund 

manager portfolios: “We try to look at the firm and the number of accidents that have occurred, just as we look at the lost-

time injury to assess whether a company can deal with and prevent such things from happening” (AO2). 

One asset owner with multiple illiquid investments in green energy in various geographical locations through 

an external fund manager stated that all investments needed to be accepted and verified by an in-house 

investment committee, thus expressing a high level of internalization in terms of ensuring both financial 

compliance and adequate ESG-conditions related to a specific investment (AO6). Nevertheless, multiple 

asset owners pointed to how their resources make it very difficult to conduct their own due diligence on the 

investments undertaken by the fund managers. By investing in the listed and the unlisted spaces, asset owners 

increasingly realize that they eventually need to adjust their holdings to get a better overview. One asset 

owner expressed: “We have cut our investment universe from 3,000 holdings to 400, and we have the ambition to get to 

300. This will ensure that we have a much better chance to move some of the due diligence in-house” (AO3). Another 

participant concurred: “It is somehow limited what we can do. We have holdings in more than 2,000 companies across 

multiple external managers. We try to cover as much as possible with data providers, but it is difficult” (AO2). Finally, one 

asset owner stated how they felt confident about the listed space, in which screenings and leverage are 

relatively easy based on data from external providers. Contrary, the unlisted space is complicated: “We try to 

follow up with all of our external managers managing alternative assets, but it is difficult. Very difficult” (AO6).  

 

Frequent dialogue and trust 

A frequent expression observed in the data emphasizes “trust” to the asset managers and the reliance on 

them as stewards of human rights compliance. One participant from a large pension fund, which otherwise 
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manages all related ESG due diligence in house, has investments in renewable energy through external DFIs, 

e.g., the European Investment Bank (EIB), and proclaimed that: “In these cases, we have to trust that EIB has hired 

the right consultants” (AO1). Another participant emphasized the importance of trust and confidence: "We do 

not have the direct investment responsibility, which has been handed over to some asset managers that we trust can do a good job 

within the overall topic of sustainability” (AO7). 

The heavy emphasis on “trust” with asset managers can be explained by investors’ bargaining power when 

allocating capital with specialized managers. In many cases, one investor naturally does not own most funds 

in a given externally managed portfolio, making it difficult to exhibit strict requirements. One asset owner 

explained: “We do make contracts with managers on what they can invest in and what they cannot. This is mostly related to 

coal investments. However, clearly, we are limited as to what demands we can have to, e.g., BlackRock. But we generally think 

they do an excellent job and trust they do well on the reporting side” (AO7). Table 9 presents a snapshot of some 

statements made regarding “trust”. 

Table 9: Snapshot of statements regarding “trust”. 

Participant Statement 

AO1 “With the investments that we have through the EIB, we need to trust that they have hired the right 

consultants.” 

AO1 “It is not many investments we have in that [emerging market fund, ed.] but we have to trust that they [the 

DFI, ed.] has proper processes in terms of E, S, and G.” 

AM1 “We accepted their [FM1, ed.] ESG framework, and from there, we have to trust that they have control over 

their processes.” 

AO2 “When we have accepted to progress with a given manager, and we have reviewed all relevant documents, we 

highly trust the manager to select good investment cases on our behalf.” 

AO7 We cannot secure ourselves against everything, and there is a limit to how much we can do in-house. But we 

really trust our managers to know about relevant risks. That is maybe being naïve.” 

 

It is clear that choosing the right manager is complex and requires thorough due diligence on potential 

managers, shortlisting engagement, and alignment of interests. The PRI has issued an Investment Manager 

Selection Guide to facilitate the process, which outlines critical considerations regarding manager attributes 

before the appointment (Nummela & Douma, 2018). Attributes are shown in appendix 8 and include 

managers’ ESG ex-ante and ex-post assessment of investments and long-term view on environmental and 
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societal outcomes. Despite no direct references among our participants to this particular tool, it seems reliable 

that many efforts are being put into selecting managers. However, once the selection has been made, many 

principals trust their agents to perform a decent job. This is also confirmed in this summarization of the 

references made by participants below. Figure 10 shows how many asset owners emphasized a given action 

related to understanding and engaging with chosen asset managers. The numerical value expresses the 

number of participants referring to a given indicator. 

Figure 10: Assessing agency loss.  

 

     

5.3.3 Summing up: Trustful Investors 

The framework applied combines existing theory on the role of asset owners in the financial intermediation 

chain with adjusted indicators that allows for a good application of the data collected. Consequently, various 

relevant conclusions can be made. Firstly, much emphasis is put on the pre-selection phase. Various asset 

owners emphasize the need for a very comprehensive analysis of multiple asset manager characteristics, 

including the right ESG-capabilities such as the ability to be present around the site of construction. Whereas 

the framework was constructed to measure how the asset owner should instruct or communicate desires to 

a given manager, it does not seem to be the case that such instructions are taking place. Instead, it is a 

question of trusting the policies and principles adopted by the manager. Concerning the ex-post measures of 

Ex-post monitoring Ex-ante alignment of interests 
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how to minimize agency loss, it seems that owners, to a high degree, rely on the reporting that chosen fund 

managers do and put trust in the relevant agent. The latter may be ascribed to the fact that the asset owner 

does not have the capabilities to oversee all the manager’s actions in most cases. In theory, this leads to a 

potential knowledge gap, where the possibility for moral hazard conducted by the agent exists. However, as 

more and more data is democratized and available to the principal, they have the chance to close this gap by 

conducting proprietary due diligence. In short, asset owners’ strategy seems to be based on two elements: 

Firstly, they outsource the task of investing in renewable energy projects because it (1) provides a lucrative 

opportunity to combine financial performance with responsible investments and (2) conduct comprehensive 

due diligence on the managers they assign to undertake the investment. Secondly, they aim to internalize the 

process by (1) getting a better overview of the portfolio in order to be able to understand the potential 

impacts that their projects have on the communities in which they are deployed, and (2) exploit the increased 

opportunities associated with the accessibility of data from alternative sources. These allow investors better 

to monitor illiquid as well as liquid investments.  

 

 

5.4 Research Objective 4: Approaches towards Institutions 

As outlined in section 4.2.1, institutional investors may apply either an overall calculus or a cultural approach. 

The feasibility of these approaches hinges on the strength and prominence of local formal institutions vis-à-

vis informal institutions. Here we present and analyze the approach towards institutions adopted by the 

research participants.  

 

5.4.1 Perceptions of Formal Institutions 

Institutional investors recognize institutional contexts as the ultimate playing field for their investments 

shaped by the regulatory framework (FM1). Furthermore, usually, there will be local guidelines and schedules 

of what needs to be paid for the land and specific areas. Also, a boundary threshold will be put up with local 

governments; for instance, in one investment case, the landowners would be fully compensated if the project 

affects more than ten percent of private land (FM2). Investors seemed quite prone to contemplate the formal 

institutions of host states, especially when considering these countries for their areas of limited statehood. 
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Two pension funds highlighted the political circumstances of Brazil with a political leader that publicly has 

denounced the rights and respects for poor, marginalized, and indigenous communities (AO1; AO2).  

An FM specializing in developing projects in areas of limited statehood and the DFI states how the formal 

institution almost per default is insufficient to provide the necessary settings for just, safe and up-to-standard 

renewable energy projects (FM2; DFI(2); AO4). Therefore, thorough social impact assessments (SIA) must 

always be conducted for the given projects, which, once again, are outsourced to third parties: “We find that 

generally, these [the government issued SIAs, ed.] are not up to standards, that they do not comply with IFC Performance 

Standards […] So, we review the SIAs critically, and then we ourselves tend to pay for consultants to upgrade that to an 

acceptable level.” (FM2). 

According to a pension fund, this absence of precise regulatory mechanisms creates an excellent potential 

for institutional investors in terms of promoting good behavior and respect for human rights: “I have often 

experienced how asset managers […] simply rely on the regulatory landscape in a given country when conducting their due 

diligence. This is notwithstanding whether the regulatory framework is good or bad and if it is upheld or not. Hence, I believe 

the institutional investors have great potential if they wish to exhibit better practices and go beyond regulatory frameworks in 

host state” (AO2).  

Furthermore, regularly, governments have assigned national agencies or authorities with the sole power to 

authorize, approve and issue licenses for the SIAs to be conducted and for the projects to be executed. 

Therefore, the investors must engage in close collaboration with national governments (FM1; FM2). 

Nevertheless, the investors acknowledge that they carry a significant duty since many governments with areas 

of limited statehood are not capable of ensuring an up-to-standard and proper process (AO2; FM2; DFI(2)): 

“It is a matter of the resources that the institutions have in order to carry out due diligence. It costs much money to hire people 

who have to go down there, spend five-six days with the locals and understand how things are connected. The institutions must 

want to do so because it takes time, and it requires expertise, to be able to have the hands-on experience” (AO2). These weak 

institutions and public entities in areas of limited statehood also increase the risk of corruption and the low 

rule of law. The close collaboration that the FMs must have with public agencies inherently increases the 

exposure to bribery-seeking or gift-seeking officials, who might demand under-the-table arrangements to 

facilitate the issuance of licenses and approvals (DFI(1)).  
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Danish institutional investors originate in contexts with both solid formal and informal structures, governed 

by an increasing amount of legislation and disclosure requirements and generally having fairly advanced active 

ownership and stewardship mechanisms in place backed up by a large web of institutional engagement 

stewards and data providers. However, the shared perception of weak formal regulatory institutions in areas 

of limited statehood goes to show that the informal measures of investors are essential to mitigate adverse 

social impacts (Hoepner et al., 2021). The internationally recognized standards help the investors with blanket 

guidelines to structure and formalize the informal measures that seem indispensable when dealing in areas 

of limited statehood, mainly to avoid land grabbing issues. Nevertheless, most of the AO’s and AMs’ lack of 

more profound insight into FPIC mechanisms and informality shows a general failure to internalize the risk 

of adverse social impacts, which is outsourced to the fund managers alongside the actual funds. This lack 

might lead to de facto green grabbing (Dunlap, 2018c) due to a denunciation of formalized land rights 

(Hoepner et al., 2021), as seen in the countries of Brazil, Kenya, Mexico, Sweden, among others (see section 

(3.1)). 

 

5.4.2 Perceptions of Informal Institutions 

Whereas the literature review suggests that local communities in remote institutional contexts may suffer 

when subject to resettlement due to weak regulative procedures around how and where these communities 

need to be moved, as well as the compensation received, the DFI has a somehow different experience: “We 

make a comprehensive analysis of the kind of local community that lives near the potential project. However, we often experience 

that these communities are very eager to get the windmills installed on their plots. It is almost a fight between various communities 

because they all want to get the associated compensation” (DFI(1)). As outlined in the theory section, the informal 

institution captures the potential spiritual relationship that communities may have with the land they live on. 

However, in this case, it merely explains an economic rationale from the local communities, who are willing 

to give up land in exchange for economic benefits. 

On the other hand, a prerequisite here is that project developers have solid policies and principles regarding 

adequate compensation. At the DFI, which operates in close cooperation with project entrepreneurs, a 

thorough knowledge of the socio-economic conditions in which they operate is required: “It is essential to 

make a detailed community profile to know the context. How many people live here? What is their average household income? 



Page 95 of 134 
 

What are their sources of income? Do they own various types of assets such as livestock or crops, and will these be affected by the 

project?” (DFI(1)). 

If the energy projects affect the local people’s ability to harvest, the investor must provide so-called ‘cash 

crops’ (FM2) or ‘livelihood restoration’ (DFI(1)), meaning that if somebody loses income from not 

harvesting their crops, the investor will cover the loss of income. These cash crops are above the national 

regulatory requirements and are commonly established with the local districts via consultations (FM2). This 

type of voluntary compensation scheme has led many investors to raise the awareness of speculative 

communities looking to take advantage of potential compensation and disturbance allowance by claiming 

illegitimate entitlements, wishing the project to go through their territories, and picking high-value crops and 

strategic locations for the fields (FM2; AO7; DFI(1)).    

Even though the human rights indicator of indigenous peoples’ and affected communities’ rights was quite 

pronounced among the investors, this common conscientiousness of monetary compensation and local 

scammers shows an operational attitude towards the indigenous people, without bearing in mind the social 

embeddedness of local communities. For instance, an asset manager stated that they would fund and endorse 

renewable energy projects in areas of limited statehood, even though the particular host-nation would have 

been excluded from the investor’s government-bond portfolio due to human rights violations (AM1). Thus, 

clear and concise negligence of social trade-offs in green investments is underlined, which occurs through 

the negligence of the informal institutions.   

The operational approach is further symbolized in the general adherence to the IFC Performance Standards 

and UNGP. For instance, the participating DFI applies the IFC standards since it provides steps for assuring 

the entire process of interacting, engaging, and consulting with the local communities, which entails creating 

a title matrix, demonstrating who is entitled to which compensations by collecting data on individual 

household and their income sources, livestock, crops, and land (DFI(1)). Nevertheless, the standards do not 

path the way for inclusive measures that ought to contemplate and attend to the worldviews and values of 

the local communities, which can only occur through profound and prolonged dialogue and consultations 

(DFI(1)). Social indicators are tough to quantify and measure, meaning that universal standards are not 

specific enough to adequately prevent human rights conflicts, as highlighted in section 5.2.5 and by various 

participants (AO1; AO2; AO3; AO6).  
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One pension fund and the DFI showed this consideration for achieving a just transition, where it was 

highlighted that those vulnerable and local communities needed to be fully included in the government’s and 

developer's assessments and prospects, which cannot occur from behind a desk in the home countries 

(DFI(1); DFI(2); AO2). Further, two pension funds were aware of the essence of free and prior informed 

consent and the considerable challenge that these consultations entail. It is simply not sufficient to have the 

right policies and practices on paper, but it is imperative to deal directly with and in the local communities 

(AO1; AO3): “We are norm-based, and we would not claim that our investments cannot have negative influences. It is, of 

course, a goal that one can sneak completely away from having negative influences. Nevertheless, it is so complex.” (AO3). 

In practice, one FM showed a unique approach to include all parts and levels of the indigenous communities 

through levelized and grouped FPICs. Here, community structures are taken into consideration, and it is 

made sure to always be physically present during the consultations, even though these usually are organized 

by third parties. Furthermore, several consultations are planned out with the different and traditionally less 

influential segments of the community at stake: the community elders, the youth, the women, and the 

physically vulnerable. At each consultation, democratically elected representatives are found from each 

segment, who will then be brought together for collective consultations, ensuring that all parts of the 

community get a say in the planning and consent of the project: “[…] so if it is a vulnerable group, physically 

handicapped, they elect their representatives. If it is women, they elect their representatives. […] the village elder, they elect their 

representative. We do not do it for them. They do it themselves, and they bring the representatives who basically become signatories 

to the agreement.” (FM2). This goes to show that the wide-ranging standards and principles broadly seen applied 

and undertaken by investors merely serve as blanket guidelines but cannot account for context-dependent 

and complex social issues at the local level. Simply put, there are situations where the standards lack 

comprehensiveness, and it becomes relevant almost to innovate an approach to comply with broader 

principles and policies.    

 

 

5.4.3 Summing up: Calculating Investors 

In sum, the investors showed to contemplate the institutional context to a reasonably large degree when 

approaching their investment decision-making and in their due diligence processes. All 13 research 

participants acknowledged that the institutions matter in the social performance of their investments, which 
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coheres with preliminary institutional theory (Brannstrom et al., 2017; Hanekom & Luiz, 2018; Meyer et al., 

2009). Nevertheless, it was mainly referred to the formal, regulatory institutions of a given country. Here, it 

seems as if the asset owners do not consider the informal institutions simply because they lack local know-

how, presence, and experience. On the other side, in the hands of specialized FMs, the fund managers 

showed a much larger capacity to maneuver within the informal institutional contexts and together with the 

local communities at stake. A capability that seems to do with many years of local experience, skill from areas 

of limited statehood, and last but not least, an immense network within all categories of stakeholders such 

as the national and local governments, NGOs, consultants, indigenous communities, and constructors 

(FM2).  

Table 10 shows an overview of the institutional approaches of the research participants. It should be kept in 

mind that an investor can be applying elements from both the calculus and the cultural approaches, e.g., by 

adopting international standards but simultaneously collaborate with third parties. However, via the below 

table, the predominant approach of the investor is assessed.  

Table 10: Investor approaches towards institutions 

 

 

 

 

Calculus Approach    Cultural Approach 

Universal 

standards 

Adoption 

Third parties 

 

Outsourcing 

Attention to 

conditions. 

Nationally 

Universal 

standards 

Adaptation 

Third parties 

 

Collaboration 

Attention to 

conditions. 

Locally 

FM1  × × × 
  

FM2    × × × 

DFI(1)(2)    × × × 

AM1 × × × 
   

AM2  × × × 
  

AO1 × 
 × 

 × 
 

AO2 × × 
   × 
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The DFI and the FM2 displayed quite sophisticated deliberations on the social trade-offs and risks of the 

green transition, which may be natural since those were the two organizations with the most hands-on 

contact with green investments in areas of limited statehood. These deliberations consisted in general cultural 

approaches towards the local challenges as potential transaction costs where the informality of institutions 

was considered as an integral factor in their due diligence and risk mitigation practices, confirming the notion 

that the institutional scenery directly impacts social performance (Hanekom & Luiz, 2018; Husted & Sousa-

Filho, 2016; Meyer et al., 2009). The levelized and grouped consultations represent this cultural approach 

and promote local actors’ identities and preferences, as per Lepsius’ classification of sociological 

institutionalism (Lepsius, 2017). In addition, only one pension fund seems to apply an overall cultural 

approach towards institutions, which seem to be a result of a highly knowledgeable and capable ESG 

Manager as well as an overall strategy of limiting the portfolio size to facilitate active ownership and the 

general awareness into investee’s activities (AO3). 

Thus, it stands clear that 10 of the investors apply an overall calculus approach, while merely three 

organizations apply a cultural approach when internalizing social risks. The calculus approach can be deemed 

a result of lacking resources, experience, and proximity to affected territories. Therefore, the investors must 

rely on international standards and third parties to alleviate the shortcomings. Nevertheless, an apparent 

challenge for these investors, and even to the standards and third parties, are to form ESG frameworks and 

engagement with the materiality of informal institutions to mitigate the adverse social impacts (Hanekom & 

Luiz, 2018). Consequently, the green transition might end up constituting a clash between the informal 

institutional contexts of investors and affected communities (Hoepner et al., 2021; Hartman et al., 2020).  

 

AO3 × 
   × × 

AO4 × × × 
   

AO5 × × × 
   

AO6 × × × 
   

AO7 × × × 
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6 Discussion 

Having interviewed 13 investors across the whole financial intermediation chain about their approach to, 

and knowledge about, social impacts in green investments, different interpretations can be made. In what 

follows, we discuss some of the actions taken by investors to address their portfolios’ impact. The discussion 

will touch upon four different topics. First, the sophistication of the investors’ responsible investing tool will 

be discussed. Secondly, the prospects of conducting active ownership throughout the financial 

intermediation chain will be reviewed. Thirdly, the feasibility of the model for approaches towards 

institutions will be debated. Finally, the potential of international standards will be evaluated.  

 

6.1 The Sophistication of Responsible Investing Tools 

 
ESG Approach – Screenings and International Standards 

Regarding the overall ESG approach adopted by investors, various lenses can be used to understand the 

depth of actions taken to address adverse social impacts. Firstly, we use the principles designed by PRI to 

assess if participants adhere to the principles that most of them are signatories to. The general interpretation 

here is that investors both (1) integrate ESG-tools into their investment strategies and (2) exhibit active 

ownership. Regarding the former, participants referred to negative screening to mitigate social risks. 

Although investors rely heavily on screening techniques to claim their status as responsible investors, few 

indications suggest that this tool adequately captures the social risks embedded in their green investments. 

The underlying argument here is that the screening filters applied by investors lack the granularity needed to 

efficiently flag companies with lacking human rights commitments or with complex supply chain structure, 

obscuring potential S-issues.  

On the positive side, the analysis highlights how investors embrace international standards on human rights. 

Most notoriously is the adherence to the UNGC as an overarching framework for screening companies, but 

also, the UNGP was frequently mentioned as a guideline for working with human rights. Although frequently 

mentioned by various participants, few elaborated on exactly how these frameworks contributed to 

eliminating human rights violations in investee companies, as otherwise prescribed by human rights 

organizations and investor alliances like PRI or the IAHR. One out of seven asset owners elaborated on how 
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the UNGP is a good backdrop against which one can have “discussions on policies, processes and human rights in 

general” (AO2). Neither did any investor refer to using the UNGP Reporting Framework as a tool to be 

incorporated to understand better how companies work with these standards.  

Whereas knowledge about how to use the standards appears superficial, it can be argued that many of the 

participants are part of relatively small teams trying to cover extensive portfolios. To increase coverage on 

ESG issues, participants highlighted their collaboration with external ESG-rating agencies and data 

providers. The question then arises as to how these agencies capture the S-related dilemmas in green 

investments. In a recent paper by the head of ESG research at Sustainalytics (one of the raters collaborating 

with multiple participants), the challenge of constructing ratings was outlined, and it becomes evident how 

heterogeneous data complexifies the analysis (MacMahon, 2020). Data is complicated to obtain and work 

with regarding the social aspect, as outlined by various participants (AO1, AO6, AM1). Rating providers 

such as Sustainalytics try to capture the social risks in their ratings by looking at the “types of programs, policies, 

and management practices” adopted by the firm (MacMahon, 2020). Nevertheless, it does not appear easy to 

claim that these ratings can substitute for proprietary scrutinization and application of the UNGP 

 

Engagement vs. divestment  

It is beyond the scope of this paper to delve into a broader discussion on the effect of divestment, which is 

a hot topic in the investment community at the time of writing (Financial Times, 2021). Nevertheless, the 

analysis yields exciting insight into asset owners and how much it takes to divest from a given company. 

Despite no direct example of divestments from utility companies based on social issues, it is interesting to 

view how divided participants appear to be across different projects and asset classes.  

One participant representing a DFI pointed out that the broader asset owner community lacks sophistication 

in their ESG assessments and often pulls the divestment tricker early (DFI(2)). It appears that this is partly 

true. To a large degree, asset owners proudly outlined their processes and steps for undertaking thorough 

engagement before even considering exclusions (see appendix 9). However, in the references coded regarding 

participants’ examples of divestments undertaken, most divestments or exclusions were made before 
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engagement with the company or issuer26. Common explanations as to why companies are excluded is that 

(1) the process of engagement is too long and costly, (2) the company in question has a minority weight in 

the portfolio, and it does not imply any economic loss to sell it, (3) that the company is part of a product 

(e.g., pension scheme) labeled as sustainable, and thus needs to be excluded due to the label on the fund. 

A derived claim here is that the resources needed to engage with companies are often beyond what investors 

with relatively small ESG teams can handle. Therefore, investors outsource the engagement process to 

external agencies which engage with companies on behalf of the investor (AM1; AO7; AO2; AO3). Many 

essential parts of the responsible investment toolbox seem to be outsourced to third parties, including the 

actual ESG-analysis to external rating or data providers, the engagement process, shareholder voting services 

(AO6), and often, but more naturally, the investments process itself to external managers (all AOs). 

Outsourcing the tasks associated with being a responsible investor means that investors ‘acquire’ more 

expertise within each field, and they save the economic cost of undertaking this work in-house. On the other 

hand, a great deal of coordination is required, and a risk that investors may lose influence and control over 

the actual sustainability claims they can make as well.  

 

Summarizing the sophistication of ESG-tools 

To summarize the interpretations made on whether ESG-tools are sophisticated enough to address adverse 

social impacts, a short and ambiguous answer must be that ‘it depends’. It depends on what actions one can 

expect asset owners to take. Suppose it needs to exhibit the critical overarching principles embedded in PRI. 

In that case, our qualitative study will confirm that investors are indeed both integrating ESG factors, as well 

as being active owners, in the sense that they do engage heavily with companies and do use their shareholder 

votes to emboss more ethical behavior on S-issues within the invested companies as the PRI prescribes it.  

Contrary, if we discuss the effort and understandings of human rights implications through some of the 

detailed guidelines prepared by human rights organizations to institutional investors specifically, the verdict 

 
26 A total of 9 examples of divestments were observed in the interviews. Some of them from the same participant. Out of these, 
5 was made without undertaking engagement processes first. Hence, this figure is not representative of how participants 
generally engage prior to exclusions, but merely serves as picture of the examples outlined in the interviews.  
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is contradictorily different. A primary argument here is that the number of participants paying specific 

attention to the UNGP was deficient. As already outlined, only one specified how it was used proactively to 

engage with companies. The rest of the owners and managers’ expressed expertise of the UNGP, and its use 

was close to non-existing. A related observation is that neither exclusions nor dialogues happen proactively. 

In all the cases scrutinized in this paper, they are a direct consequence of severe violations of principles in 

one way or another. The best-practice guidelines all outline how investors should seek to engage with 

companies proactively and try to understand how their industry of operation may cause adverse social 

impacts in the form of one of the indicators outlined in the literature review, but that was not what we 

experienced in the assessment of the ESG-tools applied by participants.  

 

6.2 Financial Intermediation Chains and Active Ownership 

Whereas the previous section initiated our interpretation of some of the findings made in the analysis, as well 

as highlighted some critical considerations on the sophistication of asset owners ESG tools, we now look 

one step further down the investment ladder and share some considerations on the principal-agency relations 

between the asset owners and the asset managers.  

 

Divided strategies among asset owners on illiquid monitoring  

The previous section elaborated on the processes implemented by the owners to address adverse social 

impacts in their liquid assets. However, as interviews progressed, a key observation was how companies 

distinguished between their ESG frameworks depending on whether the subject matter was listed or unlisted 

investments. Whereas most listed investments were treated as described above (subject to screening), a 

greater emphasis, among some participants, was placed on ‘deeper due diligence’ in unlisted investments. 

Asset owners diverted significantly on how to justify and treat unlisted investments. One prominent asset 

owner (AO1) emphasized how more attention was paid to illiquid investments in the due diligence phase. In 

contrast, another participant firmly rejected that it was in their hands to ensure compliance and social risk 

mitigation in fund investments, as this job has been entrusted to the relevant fund manager (AO5). 
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This divided opinion on how to engage with chosen managers, both prior and after selecting the manager, 

represents an interesting finding related to the RQ of this paper. As the path between most participants goes 

via either their direct investments in renewable energy companies or through fund managers developing 

renewable energy projects, a key element has been to understand how asset owners exploit their top position 

in the investment chain to engage with managers on social risks. Concerning the communication to 

investment managers of how they should deal with social risks, the primary requirement, as outlined by 

multiple participants, is that they should invest per the UNGC. Other than that, few sustainability-oriented 

incentives were mentioned as asset owners’ requirements. This finding manifests a high degree of trust 

among the owners and their chosen managers.  

 

The investment intermediation chain as a steward of human rights 

Having interviewed three specialized fund managers (FM1; FM2; DFI(1)(2)) focusing on renewable energy, 

we can resemble some insights on the relationship between owners and their chosen managers. Contrary to 

what preliminary PA-theory presumes regarding owners being the ultimate stewards of human rights 

compliance, it seems that the link in the investment chain increases, rather than decreases, the importance 

of thorough and comprehensive due diligence measures on the social impact of their funds. Both the DFI 

and the two FMs expressed detailed levels of social due diligence per the IFC Performance Standards and 

the Equator Principles. Likewise, all specialized fund managers demonstrate much greater awareness of and 

knowledge about some of the indicators embedded in the BHRRC Renewable Energy Benchmark. An 

example here is the acknowledgment and implications of the free, prior, and informed consent principle as 

a cornerstone in developing renewable energy projects. As such, it seems that the FMs meet expectations 

from their clients, i.e., the AOs, and even often exceed the legislative requirements within each country of 

operation. In addition, the FM2 emphasized how much they aspire to go beyond minimum compliance and 

ensure that their activities create an overall positive development. 
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Limitations to human rights stewardship and implications  

Nevertheless, our analysis reveals that limits exist in terms of how much social due diligence can be 

undertaken to deal with specific issues - particularly when it comes to land rights and human rights defenders. 

The former indicator is a well-known issue that requires very context-dependent knowledge and a good 

network of informants within the community (FM2). Various participants portrayed the land rights issues as 

a trade-off, in which, unavoidably, local communities could lose the opportunity to exploit the land chosen 

to the project site. However, benefits would be returned in community development programs and 

guaranteed access to clean energy.  

Concerning human rights defenders, which is an essential part of the renewable energy benchmark, almost 

no awareness was detected among participants. A gap is evident here since this particular topic has been 

heavily debated within the human rights NGO community. Over the past five years, many human rights 

defenders have been killed or threatened globally. Nonetheless, no participants made explicit references to 

such issues. A prominent explanation here is that our sample of three specialized fund managers may not 

have been challenged by or confronted with these issues, which do not only pertain to renewable energy 

projects but also other land-intensive industries such as mining and agribusiness (Quick et al., 2020). 

 

Supply chains: Forced labor and conflict minerals.  

Another interesting finding revealed by both one of the FMs and the DFI interviewed is that they are 

currently facing new challenges in sourcing and global supply chains serving the renewable energy industry. 

Recently, the British newspaper The Guardian revealed how some of the largest renewable energy developers 

install solar projects using solar panels produced in forced labor camps in Xinjiang, China (The Guardian, 

2021). Although this paper only scratches the surface regarding assessing investors and their responsibility 

to combat such social issues in their portfolios, it becomes evident that supply chains will be the next big 

challenge for investors claiming to integrate UNGP-based policies. Issues are not limited to solar energy, as 

the wind industry too has very complex supply chains, which may be exposed to mineral sourcing from 

conflict areas (see section 3.3). Although investors recognize these issues, a solution was nowhere in sight, 

as it was frequently mentioned how “difficult” it is to deal with these issues from an investor’s point of view. 
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This point illustrates that the broader investment community faces a severe challenge in the coming years 

since new regulation from the EU is emerging, which will pose further requirements on investors’ human 

rights due diligence.  

As of 1 January 2021, the EU legislation on responsible sourcing of minerals entered into force, and it will 

require EU-based importers of various minerals and metals to carry out due diligence on their supply chain. 

This must happen per the OECD guidelines, which set out how companies should undertake comprehensive 

due diligence on their suppliers to ensure they do not contribute to human rights abuses along the supply 

chain. Another vital piece of legislation currently in the making by the EU will require businesses to undertake 

mandatory environmental and human rights due diligence (BHRRC, 2020). This legislative move, we argue, 

can be seen as a confirmation of what this paper indicates: that voluntary measures are insufficient to catch 

attention from most institutional investors across the broader Danish investment community. According to 

the PRI, being an active owner does not necessarily entail proactive due diligence required to understand the 

full implications of companies and their supply chains. As such, having the UNGP “as part of the policy” 

does not necessarily prevent the kind of harm done in the supply chain of renewable energy companies.  

One participant emphasized how the asset owner in question had been asked to state an opinion on issues 

ranging from “war in Myanmar, to climate change, to agriculture in Brazil, to pesticides […] Many things are being expected 

from us” (AO6). It is easy to empathize with the fact that relatively small ESG teams across the pension funds 

do not have the capacity to do sufficient due diligence across potentially thousands of companies while also 

monitoring illiquid investments, but it appears to be the case that investors will soon need to get a better 

understanding of what is in their portfolios, particularly with relevance to human rights issues. As such, the 

answer to these issues may be found in the strategy pursued by one asset owner, currently cutting the size of 

the portfolio significantly to get a better chance of understanding the portfolio in its entirety.  

 

6.3 Feasibility of Cultural Approaches towards Institutions 

In the data analysis, it became clear that investors could apply either an overall calculus or a cultural approach 

to deal with institutional contexts. The presence and formation of solid formal institutions would allow the 

investors to apply a calculus approach based on preliminary standards and a universal line of thoughts. 

Nevertheless, this approach is assumed inadequate in areas of limited statehood due to the prevalence of 
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weak states and institutional voids. Thus, a cultural approach is deemed necessary to avoid adverse social 

impacts resulting from green investments in areas of limited statehood.  

As opposed to a calculus approach, the cultural approach entails context-specific adaptations and innovations 

of international standards, a close collaboration with consultants and third parties, and considerations of 

local conditions in the due diligence processes. This approach is, without a doubt, very intensive, both in 

terms of time, resources, skills, and experience, entailing a significant degree of expertise and processes. On 

the other hand, by carrying forward a calculus approach, the investor will adopt internationally recognized 

standards as a universal formula, outsource engagement processes to consultants and third parties, and 

consider the national conditions of formal institutions in the due diligence processes. This approach seems 

more feasible for investors since it allows them to save time and money and subcontract the knowledge-

intensive processes to experts.  

Nonetheless, in terms of optimally mitigating adverse social impacts and potentially achieving positive social 

impacts resulting from green investment, it is argued that the calculus approach is insufficient. By simply 

conducting a calculus approach, the investors risk leaving out fundamental local conditions and neglect the 

worldviews of the people of affected communities, which will inherently pose a paradox connected to the 

green transition and sustainable development. The idea of development has generally been thought of as a 

definite push connected with humanity’s positive progress (Bennett, 2012). Therefore, the green transition 

must occur as a just transition, which hinges on a cultural approach towards institutions. By unreservedly 

focusing on developing renewable energy projects, investor risk is linked to modern suppression and 

negligence of cultural, social, and spiritual welfare. This viewpoint coheres with the significance of 

contemplating informal institutions in renewable energy development to circumvent processes of 

postmodern colonialism and environmental injustices (Ramirez, 2019; Cambou, 2020). 

On the other hand, the dilemma for investors is then connected to the complexity and resource intensity 

that a cultural approach incontestably implies. “If you want to be a hero, then you just cannot do anything.” (DFI(1)). 

The former is a quote that patently epitomizes an intrinsic catch-22 situation for most investors related to 

their green investment. This paradoxical conundrum means that investors, aside from tending their fiduciary 

duty, sincerely intend to contribute positively to the green transition but cannot rest assured that no adverse 

social impact should occur as a consequence of these investments, even though due diligence and active 
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ownership mechanisms, presumably, should be in place. In other words, carrying forward a cultural approach 

towards institutions in areas of limited statehood to some degree seems unrealistic and unfeasible. In a 

utopian scenario, all investors would engage directly with local affected communities, engage in dialogue with 

all stakeholders, and contribute to the green transition while providing a pre-eminent return on investments. 

Nevertheless, this seems neither economically nor logistically viable for most investors. Only the specialized 

FM has community development action plans, which apply whether or not they are dealing with indigenous 

people and focus on inclusive initiatives and capability building (FM2). Naturally, this point arrives because 

the FM is physically present and on the ground. However, the point also raises the question of the level of 

awareness, acumen, and accountability that institutional investors possess and take upon themselves, 

considering that they, by and large, are the ultimate asset owners.       

Nonetheless, the importance of informal institutions should attract more attention, which is a point that 

investors need to consider together with the alterations that green investments might have on other societies 

and cultures. Thus, we claim that the risk-mitigation of ESG frameworks is more apt to be achieved when 

adequate consideration is given to evaluating them from the perceptions of affected communities in areas of 

limited statehood, a stance that we hardly see embraced in responsible investing. This approach is mainly 

significant when scrutinizing measures carried out to benefit communities, which habitually happen in areas 

of limited statehood where there is an ethical responsibility of investors. It is also essential to contemplate 

community perceptions of renewable energy development in areas where public land tenure structures 

endure, such as we have seen in Mexico and Kenya. For instance, the LTWP in Kenya profited from what 

has been called a “historically weak legislation protecting communal land” (Cormack & Kurewa, 2018, p. 94). Here, 

the LTWP attained an option for two times extendable 33-year land lease, which implied that LTWP was 

not required to give compensation to local communities (Cormack & Kurewa, 2018).  

Criticism of the LTWP points to the fact that the project depicts the ‘green energy discourse’, where a project 

has been endorsed by many standards, certification mechanisms, and international environmental protocols 

but still fails to account for significant social issues (Achiba, 2019). Condemnation in the light of energy 

injustice and ‘green colonialism’ arise of the rush toward renewable energy development, also in contexts 

geographically close to locations of the research participants. For instance, an increasing conflict between 

the Saami reindeer herding communities and governments in Norway, Sweden, and Finland shows the 
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proximity of skirmishes occurring due to green investment. Defenders of the Saami people express 

discontent with a reckless course of the green transition in Europe, where investors and developers assert to 

stimulate development, green energy, and employment via venerable investments in renewable energy. 

Compensation schemes are snubbed as not embracing and being out of touch with the Saami way of life, 

subsequently pushing the community towards abandoning its conventional herding practices (Fjellheim & 

Carl, 2017). 

We reckon that deliberate compensation schemes, cash crops, and livelihood restoration are imperatives in 

the proposed cultural approach towards institutions, of which the ultimate target is to pursue a green 

transition without compromising on social indicators and human rights. Furthermore, we posit that carrying 

forward a cultural approach is essential to potentially achieve a just transition with the inclusion of local 

communities. This approach is mainly unfeasible and unrealistic for most institutional investors in Denmark. 

However, the cultural approach is achievable, exemplified by the FM2 that stressed its distinct local presence, 

substantial compensation schemes, and capability-building of local people.  

In general, we see two main lines of argument that degrade and deny both approaches towards institutions 

in broad terms: 1) the argument of ‘social license’ and 2) the argument of ‘postmodern colonialism’. First, 

critics might argue that the benevolent measures of corporate social responsibility, carried forward by, e.g., 

the FM2 in this study embodies a strategy for investors and developers to gain a “social license” and 

legitimacy to operate in vulnerable territories as a means of gaining local acceptance. Gaining local acceptance 

is seen as imperative for the renewable energy project, as it will alleviate project expenses and impairment 

caused by uncooperative communities, which facilitates safeguarding the project accomplishment, safety, 

and, ultimately, return on investment. Thus, the cultural approach only becomes a strategic, cost-minimizing 

approach (Dunlap, 2018a).  

Secondly, critics of the projects inflicting with the Saami people pose that when granting the community 

compensation instead of halting the undertakings of the wind project, the authorities lay a monetary price 

on the indigenous and native’s lifestyle. In other words, it bolsters the propensity of investors, developers, 

and governments to sell indigenous and local communities’ rights for the sake of the green transition. 

“Herding is not a money industry. It's a way of life. It's cultural heritage, your family, your identity, your connection to the 

land” (Fjellheim & Carl, 2017). Hence, communities where developers lease territory will experience a threat 



Page 109 of 134 
 

to indigenous people’s social embeddedness (Brannstrom et al., 2017). This point directly connects to our 

institution-based view, stressing the need for investors to include these deliberations of informal institutions 

as their principal adverse social impacts (Bank et al., 2015). Nevertheless, the social license and postmodern 

colonialism arguments consequently account for the stance of post-developmental and climate justice 

activists, which altogether could entail a rejection of even the cultural approach towards institutions as a just 

and sustainable approach. 

 

6.4 International Standards: An Implementation Abyss 

The unfeasibility for most institutional investors to apply an overall cultural approach towards institutions 

means that most investors swear a solemn oath to various internationally recognized standards and universal 

guidelines, the IFC Performance Standards and the UNGC being the most common. This absolute 

adherence to the standards is assessed as an element of widely applied calculus approaches by the investors, 

meaning that the standards serve as signposts, and in many instances, as a tick-off list for the investors to 

certify the non-occurrence of adverse social impacts. However, even though ascertaining rights of indigenous 

communities have been on the international agenda for decades, international standards and principles, 

together with efforts such as the Indigenous and Tribal Peoples Convention of 1989, the ILO Convention 

169 of 1991, and the UN Declaration on the Rights of Indigenous Peoples of 2007, have been deemed 

lacking in terms of providing the right and unproblematic contemplations of indigenous and local 

communities’ way of life and worldviews (Horowitz, 2004; Dunlap, 2018a).   

The vast amount and progress of various establishments, conventions, declarations, and principles towards 

promoting indigenous and local community rights might lead one to reckon that judicial stipulations 

safeguarding native societies are pretty advanced. However, unfortunately, a law on paper does not 

necessarily turn into law in practice. Thus, the realization of the standards and conventions presents a 

strenuous challenge. This challenge and problem of an apparent “discrepancy between what is said and decided at 

the international level and the daily life of indigenous peoples” (IWGIA, 2016, p. 10) is being called an ‘implementation 

abyss’ (IWGIA, 2016; Szpak, 2019).  

Proponents of institutions can argue that top-down institutions might be able to establish the codes of 

practice, which might as well be comprised of representative and egalitarian consideration, ensuring 
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inclusiveness and capability-building. These standards might similarly serve to establish the circumstances 

favorable to profound bottom-up partaking and initiatives. Also, the standards can serve as fundamental 

catalysts for promoting capability-building and the overall cultural approach, which we argue is desired to 

allow for a more context-specific tangent line in the green transition (Velasco-Herrejon & Bauwens, 2020). 

Furthermore, when dealing in areas of limited statehood, where the rule of law and legislative framework 

might be deficient, having internationally recognized standards and conventions helps to uphold private 

actors to a certain minimum level in terms of regulatory requirements.  

However, engrained circumstantial issues might impede private actors’ significant involvement in purposeful 

procedures. For instance, broader socio-economic and power inequalities might undermine society’s less 

wealthy and influential segments. This is an immense challenge that we see out of reach for the international, 

top-down standards. Therefore, it becomes up to the investors to treat and internalize these gaps, e.g., by 

carrying on and incentivizing the FPIC processes to bridge the implementation abyss. However, if the 

investors possess neither acumen nor resources to launch and embed these processes, the standards remain 

flawed, and the abyss persists. The FM2 and the DFI, which both act up to the IFC Performance Standards, 

expressed the apparent need to adjust the guideline according to local definitions and individual ability. 

Furthermore, the IFC themselves present this struggle, especially related to FPICs, since no generally 

recognized definition of FPIC exists. The process does not perforce oblige unanimity, and an agreement 

might be accomplished even though parts of the community openly oppose (IFC, 2012). Thus, the limited 

elucidation of, e.g., FPIC, still permits investors and developers, sharply put, to pay lip service to the 

communities (Dunlap, 2018a). 

It prevails that standalone standards are insufficient and that ad hoc combinations and adjustment of 

standards are needed to upgrade risk mitigation and social performance. Therefore, we see the research 

participants applying and adhering to a different set of standards simultaneously, highlighting the 

fundamental inadequacy of international standards to be unconditionally applied across local and context-

specific cases. The integration of the UNGP’s 31 Principles with, e.g., the IFC Performance Standards could 

help account for the government responsibility to guard against human rights violations, the investor 

accountability to recognize human rights in the intermediation chain, and the right of unfavorably impacted 

people and communities to have fair and efficient remediation, where both government and investors play 

an active and genuine part (Ruggie & Middleton, 2018). However, a common perception of the research 
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participants is that the standards themselves are adequate. For the investors, the problem essentially lies with 

the consummate application of the standards and whether enough resources are allocated to dedicated 

enforcement (FM1, AO2, AO7). Keeping in mind this investor belief together with the social complex of 

problems that explicitly subsist in green investments, a rattling existential question then arises regarding the 

social legitimacy of green investments in areas of limited statehood and whether a just transition is even 

obtainable.   

 

7 Conclusion 

It has throughout this study been emphasized that green energy investments entail social impacts. The 

systematic literature review highlighted these, showing many adverse social impacts of renewable energy 

development. Whereas business responsibility to address such impacts by incorporating relevant policies and 

principles has been widely scrutinized in academia, the role of investors has been obscure in comparison. We 

argue that it is pivotal for investors to increase the knowledge of the social impacts associated with their 

investments for both ethical and legislative reasons. Consequently, the study’s main research question was 

“how investors internalize social risk indicators when considering green energy investment?”. In the pursuit of an answer to 

this issue, four research objectives were established: 

1. A mapping of investors’ insight into social risks in green investments against a systematic literature 

review.  

2. Applying a conceptual background of responsible investment to explore investors’ general 

methodologies to conduct responsible investment. 

3. Exploring the investors’ strategy throughout the financial intermediation chain via principal-agency 

theory. 

4. Exploring the investors’ approach towards institutions via institutional theory.  

 

7.1 RQ: Internalization of Social Risk Indicators  

The investor data is collected through 13 semi-structured, in-depth interviews, which were conducted with 

a total of 12 Danish institutional investors. Based on analytical processing of the empirical findings, it is 
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concluded that investors internalize social risk indicators when considering green energy investments via four 

overall approaches: 

1. A general insight into social impacts in green energy investment that, for most investors, is 

inadequate.  

2. A general active, responsible investment methodology based on different mixes of screening, 

monitoring, collaborative engagement, exclusion, divestment, and incorporation of international 

standards to mitigate social impacts.  

3. A strategy based on a high degree of trust throughout the financial intermediation chain, which is 

created through the ex-ante alignment of interest and upheld via ex-post monitoring of fund 

managers.  

4. An overall calculus approach towards institutions, which, for most investors, is based on an 

unconditional adoption of universal standards, complete outsourcing of engagement activities to 

third parties, and attention to only national conditions in the due diligence processes. 

 

7.1.1 Research Objective 1: Insights into Social Impacts of Green Energy 

For the first objective, the intention was to understand how well investors of different types (asset owners, 

asset managers, and specialized fund managers) understand and incorporate these sector-specific indicators, 

as developed by the Business and Human Rights Resource Centre. A primary conclusion here is that no 

participant made specific references to the benchmark, nor the NGO behind it, despite the high relevance 

of the social-oriented indicators embedded in their work. Nevertheless, it appears evident that investors 

generally show awareness of at least one, and in most cases also multiple of the indicators. Whereas asset 

owners showed awareness of indicator 1. Indigenous People and Affected Communities Rights and, to some 

extent, the issues concerning indicator 2. Land Rights, participants representing fund managers generally 

expressed more granular and more profound knowledge concerning multiple indicators. However, it stands 

that no investor made references to indicator 4. Human Rights and Environmental Defenders, and less than 

50% of the participants expressed attention to indicator 8. Equality and Inclusion, which are crucial in 

ensuring a just, green transition. Due to limited awareness expressed by most participants in this group, we 

conclude here that asset owners may indeed increase their ability to address potential social issues by 
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allocating their capital through specialized managers. However, crucial gaps remain in terms of proprietary 

knowledge. 

 

7.1.2 Research Objective 2: Methodologies to Conduct Responsible Investment 

Concerning the second objective, our study finds that investors generally rely on their screening tools to 

mitigate the social impacts caused by investee companies. One interesting observation among investors is 

how the ESG-assessment of listed companies in portfolios relies heavily on external parties, such as rating 

agencies, engagement firms, data providers, and proxy voters. One investor aiming to maintain as much of 

the ESG approach in-house emphasized how internalizing these processes means a more “hands-on impact” 

(AO1). Whereas only one asset owner pursued such an approach, it was evident in the data that multiple 

other owners had similar desires, but that the lack of resources in ESG-teams means that they are forced to 

outsource crucial elements of the ESG integration process as defined by the PRI. Further, our analysis, 

backed by a conceptual background, tried to assess how investors work with overarching human rights 

standards and principles. In particular, investors seem to be embracing the UNGC as an overarching 

framework to address company misbehavior. 

Moreover, almost all investors expressed their incorporation of the UNGP as an ultimate guideline for 

working with human rights, but few could elaborate precisely how the UNGP consists a tool for working 

more effectively with human rights and social impacts in general. Consequently, we conclude that investors 

suffer from an ‘implementation abyss’ outlined in section 6.4. This is further emphasized by the lack of 

attention to emerging frameworks such as the IAHR or the UNGP reporting framework, which appear to 

be obvious first steps to engage with.  

 

7.1.3 Research Objective 3: Strategies in the Financial Intermediation Chain 

The third research objective concerns how asset owners manage the financial intermediation chain and 

ensure that their stewardship responsibilities transcend the chain to the relevant asset or fund managers. We 

build a proprietary framework rooted in classical principal-agency theory to analyze this aspect. Our findings 

emphasize that investors allocate more resources to conduct comprehensive due diligence as part of their 
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active ownership duties of the ESG capabilities embedded in chosen managers, compared to how individual 

listed investments are scrutinized. This may be less surprising due to the higher risk associated with illiquid 

investments, from which divesting may be a costly option.  

Based on the analysis conducted, we conclude the following about asset owners’ approach to ensure human 

rights compliance throughout the investment chain: Firstly, asset owners emphasize the initial due diligence 

of asset managers and specialized renewable energy fund managers. Specifically, owners spend much time 

ensuring that relevant managers have solid ESG-frameworks and teams to ensure full compliance and 

oversight. Secondly, in the ex-post process, two emerging and highly relevant patterns appear concerning 

forthcoming EU mandatory human rights due diligence legislation. One is that investors place a high amount 

of trust in their managers once these have been appointed. An underlying reason is that they simply have no 

option, as complete oversight would require on-the-ground presence. However, it stands clear that asset 

owners also assess how they may close this information gap, for instance, by exploiting alternative, emerging 

data sources such as NGO reports. Finally, investors seem to minimize this gap by re-balancing their 

investment universe to a more manageable size to keep track of their investments and how they impact social 

indicators specifically.  

 

7.1.4 Research Objective 4: Approaches towards Institutions 

Concerning the fourth research objective, it is concluded that ten investors apply a calculus approach towards 

institutions, whereas only three investors apply an overall cultural approach. The calculus approach means 

that when the investor considers the institutional context, mainly the formal, regulatory institutions of a given 

country are contemplated. The deficient consideration of the informal institutions might be explained by a 

simple lack of local know-how, presence, and experience. A fund manager (FM2), the DFI, and one pension 

fund (AO3) seemed to apply a more dynamic and locally adapted approach. Especially the fund manager 

demonstrated significant ability related to many years of local experience in areas of limited statehood,  

leading to a vast network of stakeholders, e.g., governments, NGOs, consultants, local communities, and 

constructors. The calculus approach can be regarded as a consequence of insufficient resources, experience, 

and proximity to altered territories, forcing the investors to depend on the international standards and third 

parties. 
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7.2 Recommendations 

Investments in renewable energy are crucial for the modern economy and the fundamental structure of 

society. Responsible investment practices and tunneling of capital towards green technologies should ensure 

sustainable development towards the green transition. As mentioned in the theory section, the ultimate aim 

of this paper has been to throw light on institutional investors’ practices and prospects to contribute to 

ensuring that the green transition is also a just transition. The ultimate theoretical framework of this project 

builds on four steps, which assert an ethical sense of duty that institutional investors need to integrate to 

contribute to a just transition. The first step for institutional investors to contribute to a just transition is to 

acquire knowledge, awareness, and insights into the potential adverse impacts and relevant issues of their 

investments. The second step for investors is to gather a dynamic and sophisticated toolbox of responsible 

investing tools. The third step is for institutional investors to align and ensure that their social responsibility 

agenda transcends throughout the financial intermediation chain. Finally, the fourth step is for institutional 

investors to contemplate local institutions in their operations. 

Naturally, the investors’ practices are contingent on the level of their proximity to adverse social impacts, 

but, in line with the UNGP, investors should always prioritize taking on expressive human rights due 

diligence to ascertain if potential adverse impacts could occur based on their green energy investments. The 

investors’ leverage to demand access to information and change will also vary depending on the type and 

dimension of the asset class in question. Some of the research participants had more capability to positively 

influence unjust activities, reflected in, e.g., the cultural approaches toward institutions. Here, it is seen that 

investors incorporate international standards to circumvent these shortcomings. We find it essential to 

emphasize that the standards should be regarded as a point of departure to establish fundamental practices 

and approaches. Investors must know that these universal standards do not entirely tackle a renewable energy 

investment’s social risk.  

Consequently, doing thorough due diligence is crucial. Here, the FPIC mechanisms appear necessary to avert 

and tackle adverse social impacts of indigenous people and affected communities, land rights, security, and 

high-risk contexts. Intrinsically, investors need to certify that the informal institutions are contemplated, 

reflected in, e.g., regarding local ways of living, during the consolidation and establishments of FPIC 

procedures and scopes. Furthermore, focus on projects that center capability-building in local communities 

seems to be the most appropriate strategy to interfere with local customs – developing local skills and 
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involving the community in the project development. The essentials of the FPIC process and the capability-

building projects can be emphasized by investors regardless of the asset class. The key is to ensure profound 

engagement with indigenous people and affected communities via investor alliances, third-party engagers, or 

directly by hiring local consultants. This engagement plan should be supplemented by apparent due diligence 

of the company or project, materiality assessments, SIAs, and social development plans, guided by, e.g., the 

UNGP. Only then could the implementation abyss be bridged and a just transition achieved.  
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List of Appendices  
 

Appendix 1 – Interview Guide Template (Fund / Asset Manager)  

 

Framing the meeting 

● A short introduction to the project 

● Ask for permission to record 

 

Initial Open-Ended Questions: General ESG approach 

1. Can you tell us a little about your general ESG approach? 

2. How do you detect and decide on relevant ESG topics for your due diligence process? In 

your experience, how much do these vary according to location? 

3. How is the usual process of establishing a new project in a given country? 

4. To what degree are local partners necessary in the projects, and how have you worked 

with local partners or authorities?  

5. How do you see the ESG risks and challenges of (particular RE-project) to differ from 

your other projects?  

Intermediate Questions: Adverse social impacts 

1. Our research so far indicates potential negligence of adverse social impacts in green 

investments. How does this match your experience?  

2. What do you see as the most salient social impacts of your investments, including 

impacts in the supply chain? 

3. How do you prioritize the most severe impacts on people connected to your 

investments, and do you consider the countries’ local contexts in this process? 

4. How do you approach tracking your investments’ impacts, and how are these evaluated? 

5. What actions would you take to prevent, mitigate, and remediate adverse social impacts if 

detected in your monitoring? 

Ending Questions: Asset manager vis-á-vis asset owner 

1. Could you describe how you experience the typical engagement from asset owners? 

2. How much influence do the asset owners have on your ESG approach? Both in terms of 

prioritizing and monitoring impacts? 

3. What other stakeholders do you consider important in preventing and mitigating adverse 

social impacts?  

4. Is there anything you would like to ask or add? 

 

 



Appendix 2 – Interview Guide Template (Asset Owner) 

 

Framing the meeting 

● A short introduction to the project 

● Ask for permission to record 

 

Initial Open-Ended Questions: General ESG  

6. Can you tell us a little about your general ESG approach? 

7. How do you detect and decide on relevant ESG topics for your due diligence process? In 

your experience, how much do these vary according to location? 

8. How is the usual process of establishing a new project in a given country? 

9. To what degree are local partners necessary in the projects, and how have you worked 

with local partners or authorities?  

10. How do you expect the ESG risks and challenges associated with (investments in 

renewable energy fund/asset) to differ from your other funds?  

Intermediate Questions: Adverse social impacts 

6. Our research so far indicates potential negligence of adverse social impacts in green 

investments. How does this match your experience?  

7. What do you see as the most salient social impacts of your investments, including 

impacts in the supply chain? 

8. How do you prioritize the most severe impacts on people connected to your 

investments, and do you consider the countries’ local contexts in this process? 

9. How do you approach tracking your investments’ impacts, and how are these evaluated? 

10. What actions would you take to prevent, mitigate, and remediate adverse social impacts if 

detected in your monitoring? 

Ending Questions: Asset manager vis-á-vis asset owner 

5. Could you describe how you experience the typical engagement with asset managers? 

6. How much influence do you try to have on your asset managers and their ESG practices?  

7. What do you do to monitor and keep track of an asset managers performance – both 

financially and ESG-wise? 

8. What other stakeholders do you consider important in preventing and mitigating adverse 

social impacts?  

9. Is there anything you would like to ask or add? 

 

 

 

 



Appendix 3 – Table of codes  

Folder Name 

Codes BHRRC - RE Benchmark 

Codes BHRRC - RE Benchmark\1. Indigenous Communities 

Codes BHRRC - RE Benchmark\2. Land Rights 

Codes BHRRC - RE Benchmark\3. High Risk Context 

Codes BHRRC - RE Benchmark\4. Human Rights and Environmental Defenders 

Codes BHRRC - RE Benchmark\5. Labour, Health and Safety 

Codes BHRRC - RE Benchmark\6. Clean Environment 

Codes BHRRC - RE Benchmark\7. Transparency and Anti-Corruption 

Codes BHRRC - RE Benchmark\8. Equality and Inclusion 

Codes Difficult to monitor large portfolios 

Codes ESG Approach 

Codes ESG Approach\Active ownership 

Codes ESG Approach\Collective engagement 

Codes ESG Approach\Conduct Due Diligence 

Codes ESG Approach\Conduct Due Diligence\Hires external consultant 

Codes ESG Approach\Difference in Measuring E & S 

Codes ESG Approach\Divestment 

Codes ESG Approach\Divestment\Prior to engagement 

Codes ESG Approach\Divestment\Subsequent to engagement 

Codes ESG Approach\EU regulation 

Codes ESG Approach\International Standards-Frameworks 

Codes ESG Approach\Materiality 

Codes ESG Approach\Points to regulation 

Codes ESG Approach\Screening 

Codes ESG Approach\Smaller portfolio 

Codes ESG Approach\Use external ratings 

Codes Institutional theory 

Codes Institutional theory\Regulative 

Codes Issues encountered - 

Codes Principal-Agency 

Codes Principal-Agency\Ex-Ante Due Alignment 

Codes Principal-Agency\Ex-Ante Due Alignment\Communication of Priorities 

Codes Principal-Agency\Ex-Ante Due Alignment\Integration of Standards 

Codes Principal-Agency\Ex-Ante Due Alignment\Materiality and Investor Responsibility 

Codes Principal-Agency\Ex-Post Monitoring 

Codes Principal-Agency\Ex-Post Monitoring\Ensures frequent reporting on issues 

Codes Principal-Agency\Ex-Post Monitoring\In-house monitoring 

Codes Principal-Agency\Ex-Post Monitoring\Trust via dialogue 

Codes Principal-Agency\Ex-Post Monitoring\Trust via dialogue\Trust in chosen manager 

 



Appendix 4 – Full list of literature reviewed 

 

Author(s), year of 
publication 

Geographical 
area of study 

Energy 
sector Respective indicator(s) 

Identified 
concept(s) 

Achiba, 2019 Kenya Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights 

Land grabbing.            
FPIC.  

Adeyeye et al., 2020 
Global. USA. 
UK. Germany Wind 8. Equality and Inclusion  

Agostini et al., 2016 Chile Solar 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Aiken & Leigh, 2015  Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Andrews et al., 2018  Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights  Cultural flows 

Annys et al., 2019 Ethiopia Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Ardón & Flores, 
2017 Honduras Hydro 

4. Human Rights and 
Environmental Defenders  

Asante et al., 2020 Ghana Hydro 
7. Transparency and Anti-
Corruption  

Asiama et al., 2017 Ghana Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights 

FPIC.            
Compensation 

Atkins, 2019 Brazil Hydro 

6. Right to a Healthy and 
Clean Environment.           
7. Transparency and Anti-
Corruption  

Backhouse & 
Lehmann, 2019 Mexico Wind 2. Land Rights 

Land grabbing.           
FPIC.  

Bakker et al., 2012  Wind 
6. Right to a Healthy and 
Clean Environment  

Ball et al., 2017  Wind 8. Equality and Inclusion  

Bardhan et al., 2019 India Solar 
7. Transparency and Anti-
Corruption  

Blasco & Rodrigues, 
2009 Global Wind 8. Equality and Inclusion  

Boamah et al., 2021 Ghana. Kenya Solar 
7. Transparency and Anti-
Corruption 

Electrification 
regimes 

Branch et al., 2018  Solar 5. Labor, Health, and Safety  

Branstrom et al., 
2017 Brazil Wind 2. Land Rights 

Social 
embeddedness. 



Institutional 
contexts  

Brunet et al., 2020  Solar 
6. Right to a Healthy and 
Clean Environment  

Buitrago, 2020  Solar 
6. Right to a Healthy and 
Clean Environment  

Cambou, 2020 Sweden Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights 

Postmodern 
colonialism.  

Cantoni & Rignalli, 
2019 Morocco Solar 

4. Human Rights and 
Environmental Defenders. 
5. Labor, Health, and Safety  

Church & Crawford, 
2020 

DR Congo. 
Guinea. China. Wind 

3. Security and High-Risk 
Contexts Conflict minerals 

Cormack & Kurewa, 
2018 Kenya Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                   
7. Transparency and Anti-
Corruption.                       
8. Equality and Inclusion 

Spiritual 
connection to 
nature.               
Communal logic 

Corona et al., 2017 
Spain. Chile. 
Mozambique Solar 

5. Labor, Health, and Safety. 
7. Transparency and Anti-
Corruption 

Social life cycle 
assessment 

Corporale et al., 2020  Wind 
7. Transparency and Anti-
Corruption  

Da Silva et al., 2019  Solar 
6. Right to a Healthy and 
Clean Environment  

Davidsson et al., 
2012  Wind 

6. Right to a Healthy and 
Clean Environment  

Delang et al., 2013 Lao PDR Hydro 
7. Transparency and Anti-
Corruption 

Corruption 
culture 

Delina, 2020 Philippines Hydro 
4. Human Rights and 
Environmental Defenders  

Dunlap, 2018 Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                            
3. Security and High-Risk 
Contexts.                           
4. Human Rights and 
Environmental Defenders. 
8. Equality and Inclusion 

FPIC.              
Compensation. 
Intimidation 
groups.  



Dunlap, 2018b Mexico Wind 

2. Land Rights.                   
6. Right to a Healthy and 
Clean Environment.           
7. Transparency and Anti-
Corruption.                        
8. Equality and Inclusion 

Land grabbing.          
Wind Turbine 
Syndrome.  

Dunlap, 2018c Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                   
4. Human Rights and 
Environmental Defenders.  
6. Right to a Healthy and 
Clean Environment.           
8. Equality and Inclusion 

Postmodern 
colonialism. 
Green grabbing. 

Dunlap, 2020 Mexico Wind 

2. Land Rights.                   
4. Human Rights and 
Environmental Defenders  

El Bouti & Allouch, 
2020  Wind 5. Labor, Health, and Safety  

Erlewin, 2013 N/A Hydro 
6. Right to a Healthy and 
Clean Environment 

Environmental 
impact 
assessments  

Fearnside, 2005  Hydro 
6. Right to a Healthy and 
Clean Environment  

Feron et al., 2016 Ecuador Solar 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Ferrer et al., 2012 Gibraltar Wind 
6. Right to a Healthy and 
Clean Environment  

Firestone et al., 2015  Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                   
6. Right to a Healthy and 
Clean Environment Community wind. 

Fraser & Chapman, 
2018 Japan Solar 8. Equality and Inclusion  

Freiberg et al., 2018 

Global. Spain. 
USA. Denmark. 
Germany. Iran Wind 5. Labor, Health, and Safety  

García et al., 2016  Wind 
7. Transparency and Anti-
Corruption  

Gennaioli & Tavoni, 
2016 Italy. Spain Wind 

7. Transparency and Anti-
Corruption  

Goodale & Milman, 
2014 USA Wind 

6. Right to a Healthy and 
Clean Environment  



Haf & Parkhill, 2017 UK Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights  Community wind 

Hanna et al., 2016 Brazil Hydro 2. Land Rights Compensation 

Harrison, 2014  Wind 
6. Right to a Healthy and 
Clean Environment 

Wind Turbine 
Syndrome 

Heinelt, 2019 Panama Hydro 2. Land Rights FPIC 

Hisham et al., 2014 Malaysia Hydro 2. Land Rights Compensation 

Howe et al., 2015 Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
3. Security and High-Risk 
Contexts.                           
7. Transparency and Anti-
Corruption.                        
8. Equality and Inclusion Community wind 

Hudek et al., 2020 N/A Hydro 
6. Right to a Healthy and 
Clean Environment  

Iosifov et al., 2019  Solar 
6. Right to a Healthy and 
Clean Environment  

Jaichand & Sampaio, 
2012 Brazil Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Jolaulu et al., 2020  Solar 
6. Right to a Healthy and 
Clean Environment 

Environmental 
impact 
assessments  

Jørgensen, 2020 Denmark. Spain Wind 
7. Transparency and Anti-
Corruption  

Kabra & Mahalwal, 
2018  Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Kanan et al., 2018  Solar 5. Labor, Health, and Safety  

Kim et al., 2018 Korea Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                              
6. Right to a Healthy and 
Clean Environment.            
7. Transparency and Anti-
Corruption Community wind. 

Knopper & Ollson, 
2011  Wind 

6. Right to a Healthy and 
Clean Environment 

Wind Turbine 
Syndrome 

Komendantova et 
al., 2011 Africa Solar 

7. Transparency and Anti-
Corruption  

Komendantova et 
al., 2014 Africa Solar 

7. Transparency and Anti-
Corruption  

Koppen, 2015 Denmark Wind 
6. Right to a Healthy and 
Clean Environment  



Kwak et al., 2020  Solar 
6. Right to a Healthy and 
Clean Environment Ecotoxity 

Larsen et al., 2017 Sweden Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Levien, 2017 India Hydro 
2. Land Rights.                   
8. Equality and Inclusion Compensation 

Lin et al., 2013 China Hydro 5. Labor, Health, and Safety  

Lisperguer et al., 
2020  Solar 

6. Right to a Healthy and 
Clean Environment 

Environmental 
impact 
assessments  

Machado et al., 2017  Hydro 2. Land Rights  

Madhu & Pauliuk, 
2019  Solar 

6. Right to P Healthy and 
Clean Environment 

Environmental 
impact 
assessments  

Marijnen & 
Schouten, 2019 DR Congo Hydro 

3. Security and High-Risk 
Contexts  

Martínez-Mendoza 
et al., 2020 Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                             
3. Security and High-Risk 
Contexts.                           
4. Human Rights and 
Environmental Defenders. 
6. Right to a Healthy and 
Clean Environment.                    
7. Transparency and Anti-
Corruption 

Community wind.      
FPIC. 

Masden & Cook, 
2015  Wind 

6. Right to a Healthy and 
Clean Environment  

Matatiele & Mary, 
2016  Wind 

5. Labor, Health, and Safety. 
6. Right to a Healthy and 
Clean Environment  

Mathews, 2012 Lao PDR Hydro 
7. Transparency and Anti-
Corruption 

Corruption 
culture 

McCallum et al., 
2014 Bulgaria. Canada Wind 

6. Right to a Healthy and 
Clean Environment  

Meakoui et al., 2020 Mexico Solar 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   

Mercer et al., 2020 Canada 
Wind + 
Solar 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
6. Right to a Healthy and 
Clean Environment  

Mininni, 2016 India Solar 8. Equality and Inclusion  

Moynihan, 2013  Wind 5. Labor, Health, and Safety  



Maani et al., 2020  Solar 
6. Right to a Healthy and 
Clean Environment 

Environmental 
impact 
assessments  

Nain & Kumar, 2020  Solar 
6. Right to a Healthy and 
Clean Environment  

Oles & 
Harmmarlund, 2011 Italy Wind 

7. Transparency and Anti-
Corruption  

O'Neal et al., 2009  Wind 
6. Right to a Healthy and 
Clean Environment  

Opiyo, 2016 
Sub-Sahara 
Africa  Solar 

7. Transparency and Anti-
Corruption  

Otieno & Loosen, 
2016  Solar 5. Labor, Health, and Safety  

Pansera, 2013  Solar 
3. Security and High-Risk 
Contexts 

Environmentalism 
of the poor 

Pascale et al., 2016 Myanmar Solar 8. Equality and Inclusion  

Phan, 2018  Hydro 
4. Human Rights and 
Environmental Defenders  

Pleban et al., 2017 Poland Wind 5. Labor, Health, and Safety  

Polanco, 2018 Colombia Hydro 
3. Security and High-Risk 
Contexts  

Poornima N/A Solar 2. Land Rights 
Floating PV 
panels 

Pracheil et al., 2019 N/A Hydro 
6. Right to a Healthy and 
Clean Environment  

Premalatha et al., 
2014 Brazil. Thailand.  Hydro 

6. Right to a Healthy and 
Clean Environment  

Prescott et al., 2017 Myanmar Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                              7. 
Transparency and Anti-
Corruption  

Ramirez, 2019 Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                   
4. Human Rights and 
Environmental Defenders.  
7. Transparency and Anti-
Corruption 

Postmodern 
colonialism.       
Social turbulences 
of environmental 
injustice.              
Land grabbing 

Ramírez-Márquez et 
al., 2019  Solar 5. Labor, Health, and Safety Silicon 
Ribeiro & Morato, 
2020  Hydro 2. Land Rights  

Rignall, 2015 Morocco Solar 2. Land Rights 
Territorialization 
strategies 

Ritter et al., 2017 N/A Hydro 
6. Right to a Healthy and 
Clean Environment  



Robb, 2005 Germany Wind 5. Labor, Health, and Safety  

Sabir & Torre, 2020 Pakistan Hydro 

2. Land Rights.                            
3. Security and High-Risk 
Contexts Compensation 

Sareen & Kahle, 
2018 India Solar 2. Land Rights 

Bureaucratic 
venues  

Schapper & Urban, 
2018  

Malaysia - 
Ethiopia Hydro 2. Land Rights  

Schulz & Adams, 
2021 Brazil Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                              7. 
Transparency and Anti-
Corruption  

Seltenrich, 2019 Netherlands Wind 
6. Right to a Healthy and 
Clean Environment 

Wind Turbine 
Syndrome 

Sepulveda & 
Martinez, 2016  Wind 8. Equality and Inclusion  

Sikka, 2020 Global Hydro 
2. Land Rights.                  
8. Equality and Inclusion  

Simelyte, 2020 Morocco Solar 
7. Transparency and Anti-
Corruption  

Simonov et al., 2019  Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
6. Right to a Healthy and 
Clean Environment  

Singh et al., 2020 N/A Hydro 5. Labor, Health, and Safety  

Smrcka, 2011 Czech Republic Solar 
7. Transparency and Anti-
Corruption  

Songsore & Buzzelli, 
2016  Wind 

6. Right to a Healthy and 
Clean Environment  

Souza-Cruz-
Buenagaa et al., 2019 Brazil Hydro 

6. Right to a Healthy and 
Clean Environment  

Sovacool & Walter, 
2019 

Lesotho. 
Indonesia. 
Thailand. Kenya Hydro 

7. Transparency and Anti-
Corruption Hydro-hegemony 

Sovacool et al., 2020 China. USA Solar 
6. Right to a Healthy and 
Clean Environment E-waste 

Szpak, 2019 

Sweden. 
Paraguay. 
Ecuador Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights 

Spiritual 
connection to 
nature.                       
FPIC 

Terrapon-Pfaff et al., 
2019  Morocco Solar 8. Equality and Inclusion  

Thompson et al., 
2020  Solar 

6. Right to a Healthy and 
Clean Environment  

Tironi & Sannazzaro, 
2017 Chile Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights   



Van de Graaf & 
Sovacool, 2014 Morocco Solar 

3. Security and High-Risk 
Contexts  

Velasco-Herrejon & 
Bauwens, 2020 Mexico Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
2. Land Rights.                   
6. Right to a Healthy and 
Clean Environment.           
8. Equality and Inclusion 

Community wind.         
FPIC 

Walker et al., 2017 UK Wind 
7. Transparency and Anti-
Corruption  

Warner et al., 2019 DR Congo Hydro 
7. Transparency and Anti-
Corruption  

Wasimi, 2010 Australia Hydro 8. Equality and Inclusion  

Wayland & 
Kuniholm, 2016 Guatemala Hydro 

4. Human Rights and 
Environmental Defenders 

Historical legacy 
of civil war.  

Wilmsen, 2011 China Hydro 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights.                               
7. Transparency and Anti-
Corruption 

Benefit-sharing. 
Compensation 

Winemiller et al., 
2016 N/A Hydro 

6. Right to a Healthy and 
Clean Environment  

Yenneti et al., 2016 India Solar 2. Land Rights Spatial justice 

Üstüner, 2011 Turkey Wind 5. Labor, Health, and Safety  

Zárate-Toledo et al., 
2019 Mexico Wind 

2. Land Rights.                            
3. Security and High-Risk 
Contexts.                           
4. Human Rights and 
Environmental Defenders. 
7. Transparency and Anti-
Corruption FPIC 

Österlin & Raitio, 
2020 Sweden Wind 

1. Indigenous Peoples’ and 
Affected Communities’ 
Rights  

Spiritual 
connection to 
nature 

 



Appendix 5 – IFC Performance Standards, Overview

 

 

 

Appendix 6 – Criteria for screening  

(Source: AM2) 

 

• Tar sands: More than 5% revenue from tar sands extraction.  

• Thermal coal: More than 5% revenue from surface mining/opencast mining, underground mining/deep 

mining, and power generation  

• Peat-fired power generation: More than 5% revenues from peat-fired power generation 

• Controversial weapons: Verified involvement in anti-personnel mines, cluster munitions, biological 

weapons, chemical weapons, nuclear weapons. 

• Tobacco: More than 5% revenue from tobacco products. 

• Norms: Involvement in sustainability related controversies, practices, or other activities considered 

unacceptable in relations to Nordic norms and/or significant principal adverse impacts on sustainability 

factors. 

 



Appendix 7 - Examples of financial risks related to Human rights violations  

(Source: Business and Human Rights Resource Center) 

 

 

 

 

 

 

 



Appendix 8 – Relevant Manager Attributes  

(Source: Principles for Responsible Investment)  

 

 

 

 

 

 

 

 

 

 



Appendix 9 – Investor process for engaging with companies on Human Rights  

 


