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Abstract 
In this paper qualitative research has been done in order to identify current problems 

with investing in corporate social responsibility (CSR) funds.  

There are several reasons to why this is an important subject. While CSR and different 

ethical aspects is something discussed more frequently these days, there still is a fairly 

low interest in ethical investments. People often state how highly they prioritize ethical 

aspects; still in comparison to statistics of people actually making such investments, the 

number is far less. As CSR investments contributes to sustainability we believe that 

finding solutions to the current low interest would be highly valuable. 

With this background, our aim with the thesis is as follows: 

 To identify current problems as well as solutions that might result in increasing 

both the interest and the amount of capital being invested in ethical funds. 

A number of scientific articles and papers have been used in this process, giving insight 

to both problems somewhat obvious, but also less known. Three interviews have been 

conducted with people holding various positions and different expertise, in both CSR 

and the Swedish fund industry, providing us with valuable insight and knowledge.    

Most of the information gathered covers the Swedish market conditions. Some of the 

theory used is however based on international studies, but as there are similarities to 

how fund companies work with CSR we see no reason for this lowering the quality of 

our results. 

Our findings show that: 

 There often is a lack of easy-to-obtain information describing exactly what type 

of ethical responsibility certain funds incorporate in their strategy.  

As a result individuals with interest in investing in CSR funds are likely to be put off by 

the complexity and large amounts of time required in order to make a well grounded 

decision. The identified reason for this is believed to be a result from: 

 The lack of a clear definition of what ethical really is. 

Although not very surprisingly as this obviously is something that differs quite 

significantly between individuals. The lack of a definition makes it difficult to classify 

funds into either ethical or non-ethical. In order to provide the information needed 

without actually defining what is to be considered as ethical, our recommendation is to 

implement: 

 A profile clearly stating how specific funds work towards specific areas related 

to CSR; allowing investors to easily overview how some specific fund take their 

personal view of what ethical is into account. 

 A classification providing customers with the option of quickly overviewing 

whether or not funds take some type of CSR responsibility. 

If a fund with such classification is found, one should then easily be able to find the 

mentioned profile. For this to work as intended it is crucial that both the profile and 

classification is implemented on all types of funds, making it more recognized from a 

marketing standpoint. 



 

 

Sammanfattning 
I den här rapporten har en kvalitativ undersökning gjorts för att identifiera nuvarande 

problem vid investering i fonder inriktade mot ”corporate social responsibility” (CSR).  

Det finns ett flertal anledningar till varför detta ämne är viktigt. CSR och olika etiska 

aspekter är något som nuförtiden diskuteras allt mer frekvent, men trots detta är intresset 

för etiska investeringar relativt lågt. Folk påstår ofta att de tar stor hänsyn till etiska 

aspekter, men när det faktiskt kommer ner till att göra en sådan investering är andelen 

intressenter betydligt mindre. Då investeringar inom CSR bidrar till ökad hållbarhet 

anser vi att det är av stort vikt att hitta lösningar till det nuvarande låga intresset.  

Med detta som bakgrund är följande vårt mål med detta kandidatarbete: 

 Att identifiera nuvarande problem tillsammans med lösningar som kan resultera 

i såväl ett tilltagande intresse som en större mängd tillfört kapital till etiska 

fonder. 

Ett flertal vetenskapliga artiklar har används under arbetets gång för att ge en inblick i, 

såväl tydliga som mindre uppenbara problem. Tre intervjuer har genomförts med 

personer som innehar olika positioner och skiftande expertis inom såväl CSR som den 

svenska fondindustrin vilket har gett oss värdefull insikt och kunskap. 

Den största delen av informationen behandlar den svenska marknaden. Viss teori är 

dock baserad på internationella studier, men eftersom det finns stora likheter mellan hur 

fondbolag arbetar med CSR ser vi ingen anledning till att detta skulle sänka kvalitén på 

våra resultat. 

Vi har funnit att: 

 Det ofta förekommer en brist på tydlig och lättförståelig information som 

beskriver vilken typ av etiskt ansvar en viss fond inkorporerar i sin strategi. 

Detta leder till att många individer med intresse för just investering i CSR fonder kan bli 

avskräckta på grund av komplexiteten och den mängd tid som krävs för att kunna 

genomföra ett genomtänkt beslut. Den främsta anledningen till detta är: 

 Bristen på en tydlig definition av vad som är etiskt. 

Ett resultat av ofta vitt skilda åsikter från person till person. Bristen på en definition är 

något som försvårar indelningen mellan etiska och icke-etiska fonder.  För att presentera 

den information som behövs, utan att faktiskt definiera vad som räknas som etiskt, är 

vår rekommendation att implementera: 

 En profil som tydligt klargör hur respektive fonder arbetar inom specifika 

områden i anslutning till CSR. Det skulle möjliggöra för personliga sparare att 

lätt kunna överblicka hur fonder jobbar i förhållande till deras personliga åsikter. 

  En klassificering som ger kunder möjlighet att snabbt identifiera huruvida en 

viss fond tar någon typ av hänsyn till CSR frågor eller inte.  

Om en fond med denna klassificering hittas ska sedan också den tidigare nämnda 

profilen vara mycket lättillgänglig. För att denna metod ska fungera på det sätt vi avser 

är det viktigt att en större mängd fondbolag tillämpar detta vilket skulle ge den en större 

genomslagskraft.  



 

 

 Definitions 

Here follows a short explanation of some of the terms and abbreviations used in this 

paper. 

 
CSR Corporate Social Responsibility, defined as “the responsibility 

of enterprises or their impacts on society”.
1
 This includes 

environmental, social and ethical aspects.  

 

SRI Social Responsible Investment is, like CSR, a term used to 

describe the environmental, social and ethical aspects, but 

focuses on the actual investment and how the capital is used.  

 

Risk-adjusted return Method of measuring return taking risk into account. 

 

OECD Organization for Economic Co-operation and Development is 

an organization with the mission to “promote policies that will 

improve the economic and social well-being of people around 

the world”. It has 34 member countries across the globe and 

their goal is to “build a stronger, cleaner, fairer world”.
2
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1. Introduction 
Ethics plays a larger role in most industries today as globalization has led to less distinct 

borders between countries, as companies often tend to use foreign resources in the hunt 

for lower prices and higher returns. A greater awareness of the world around us has 

increased the interest for CSR as investors care more about how their money is used, 

something that has led to more options to choose from as of the increased demand. With 

increasing amounts of customers, the need to provide guarantees has become more 

important. This has led to the creation of different classifications meant to assure the 

investors that their wishes of CSR are being taken into account, something that regards 

the fund industry to a large extent. When researching this topic, there are a lot of aspects 

that need to be taken into account.     

Conflicts of interest 

Theory states that the aim for fund managers often revolves around only achieving as 

high inflow of money as possible since their income often is based on management fees 

and not necessarily the actual performance of the investment.
3
 

Performance 

Investors are not likely to choose a specific fund based on green/ethical considerations 

only if the expected return of the investment is very small.
4
 However in comparison to 

conventional funds the amounts of invested capital in CSR investments are less 

sensitive to market developments.
5 

One must also take into account the size of the fund families when choosing investment 

as big funds have several advantages compared to smaller ones. Research has shown 

that the return is better; something said to be linked with an increasing organizational 

efficiency. It is also likely that the bigger the organization, the higher the possibility of 

the given organization to have an in-house SRI research team, which has been proven to 

provide value-relevant information that otherwise not would be available to investors.
3 

Revising regulation and law with regards to CSR investments 

Lower taxes on investments in areas related to CSR and laws forcing funds to disclose 

to which extent they use SRI screening in the process of investing has shown to affect 

the CSR fund industry positively,
3
 something that illustrates how the industry could be 

affected by favorable governmental actions. 

CSR investment opportunities 

Switching funds is not very common amongst investors caring for CSR aspects, and in 

comparison to conventional funds the frequency of which this occurs is significantly 

less. The reason being that the currently small amounts of CSR choices being available 

have created a situation in which CSR aspects differ quite significantly across the 

different available options. With regards to non-financial aspects, when investors seek 

to invest more, they are therefore often forced to put all their money in the same basket 

as earlier, as this basket often is the only one actually meeting their desired CSR 

standards.
5 
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Perception of ethical funds 

A shift has occurred in how investors look at funds that take CSR into account. Earlier 

the actual return was not very important as people who chose this type was mostly 

doing it with regards to their own personal views, but as of lately the industry has 

caught the attention of a much larger clientele with a wider range of reasons for 

choosing CSR funds.
6
 

1.1 Purpose and question formulation 
Investing in CSR contributes to sustainability, but still the interest is low compared to 

conventional funds. We have therefore chosen to focus on the following: 

 To identify current problems as well as solutions that might result in increasing 

both the interest and the amount of capital being invested in ethical funds. 

Some areas of relevance are, for example, the current classifications used by some 

companies, the extent to which the above mentioned problems are relevant for 

increasing the current interest and if there are other factors that affect CSR investing. 

1.2 Limitations 
The work is focused on funds managed by Swedish companies, where a majority of the 

information used in some way is connected to Swedish pension funds. The reason for 

this was the initial information available to us through articles and personal connections. 

We believe that this will not affect the end results significantly since pension funds are 

also commonly available for conventional investing. We will however take into account 

the differences while interpreting our results. For a more in depth overview of the 

Swedish pension system see Attachment 1. 
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2. Methodology 
To gather the information needed for this project, we have done a theoretical as well as 

an empirical study.  

2.1 Literature study 
In order to get a better understanding of the industry in general, we started out by doing 

a literature review. First we gathered information about CSR funds and the industry in 

general to create a knowledge base to build on.  

When this groundwork was done, we deepened our search and focused more on sources 

that covered the specific topic that we were researching. For this, we were mainly 

looking at scientific articles and books aiming to identify problems earlier discovered by 

others. 

The articles used has been found with the use of databases available through KTH, 

along with a broader database used to find articles and books being available at different 

libraries in Stockholm.  

2.2 Empirical study 
To have a broad spectrum of opinions and to obtain a big picture that reflects the whole 

industry, we have conducted three interviews. 

Interviewing can assist in identifying problems not mentioned or found during the 

literature study phase along with giving us an opportunity to discuss our current 

progress and ideas within the area with professionals. 

The interviews were semi structured, which means that we had some predetermined 

questions, but asked follow-up questions depending on the answers we got. The general 

structure was similar between the different interviews, however with slight changes 

adapted to fit the interviewee’s expertise. 

Our interview questions aimed to identify: 

 How the actual fund managing companies work with CSR. 

 Investors’ perception of CSR funds.  

We have aimed at setting up interviews with people with as much of a direct insight to 

either one of these aspects as possible. 
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3. Literature study 
In this section we present the theory found in published research findings as well as 

information released by organizations. 

3.1 Classifications and management styles 
With aim to market CSR towards interested customers, funds are often classified either 

as ethical or non-ethical. An example would be the M/E classification
*
 used by the 

Swedish Pension Agency, in order to mark a pension fund as ethical. The fund 

managers decide whether they want to class their fund with the M/E mark and then 

inform the pension agency of this.  

The definition can vary a lot between different funds, but there are some general 

demands in terms of how they handle their ethical investments and how they 

communicate this. To earn the classification, a fund needs to have a clearly 

communicated and defined process of the fund’s work process regarding CSR. The 

information towards investors should be clear and they need to conduct regular follow-

up.
7 

Since the definition of what is considered to be ethical differs quite significantly 

between different fund managers, it is important to look at how specific funds are 

managed today. One ethical fund can have completely different criteria’s and investing 

strategies compared to another, and some of the management styles that will be 

described in this section are ways used to approach their environmental and ethical 

goals.  

Positive and negative screening 

Even though the importance of screening strategies has decreased as more sophisticated 

methods has arisen, it is still the most common strategy of ethical management.
6
 

Negative screening means that the fund excludes companies that don’t fulfill the ethical 

criteria that they have set up. In Sweden most ethical fund managers abstain from 

investments in alcohol, weapons, tobacco, pornography and nuclear power.
6
 Positive 

screening is when a fund only invests in a company or an industry of a certain type. It 

can for example be companies that promote diversity and equality or something else 

that the fund wants to support. Adapting these screening processes to fit the demands 

and interests of current and potential clients is essential. KPA Pension, a large pension 

managing company in Sweden, and Folksam, one of the largest insurance companies in 

Sweden, did a customer survey in order to identify what areas they find most important 

to take into account.
6
 In figure 1 and 2 the result of this survey can be seen, making it 

clear that human rights and environmental questions are of great importance in Sweden.  

 

 

 

 

 

 

 

 

 

                                                 
*
M/E is an abbreviation of the Swedish words for environment (miljö) and ethical (etik) 
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Figure 1. Amount of clients (%) of Folksam who take specific areas into consideration 

 

  

Figure 2. Amount of clients (%) of KPA Pension who take specific areas into consideration 
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Since the view on ethics differs depending on the geographical location in the world it is 

interesting to look at how the screening process is actually executed in the US compared 

to Europe. Figure 3 presents areas that often prohibit an investment being done due to 

negative screening processes in the USA and the European region.
6
 It is clear that areas 

being taken into consideration differs greatly depending on where you look. As an 

example of this it is interesting to note that in the USA, companies not taking animal 

rights into consideration are excluded due to screening criteria less than 20 % of the 

cases while the equivalent number in Europe is almost 60 %. 

   

Figure 3. Reasons an investment is not done due to a negative screening criteria in the USA and Europe (%) 

Shareholder activism 

Shareholder activism, or shareholder advocacy as it is also called, is another 

management style which is defined as when the fund managers by ownership actively 

try to change the behavior of the company. This can for example be done by voting in 

board meetings or with active communication between the fund management and the 

company.
3
 The use of this strategy has increased over the years as the fund management 

often sees this as a better way to make a positive impact on sustainability compared to if 

they were to just exclude them from their portfolio. A problem with this is that the 

methods of shareholder activism are often quite vaguely formulated and it is not 

obvious what type of activities that give results.
6 

Shareholder activism is most common in the US and about 45 % of the CSR funds there 

report that they actively use their shareholder voting rights. Research also suggests that 

American funds (CSR and conventional) practicing these kinds of activities can expect 

4 % higher annual returns on a risk-adjusted basis.
3
  

The often large amounts of capital that funds have invested create a situation in which it 

might be difficult to actually sell, shares or similar, without risking to cause too much 

fluctuations in market prices. In these cases shareholder activism might be the only way 

to actually keep in line with the profile of a specific fund, as selling in these situations is 

seen as a last resort. 

Lastly it is important to note that shareholder activism is a very expensive method in 

terms of time and human capital. One has to consider if the specific company who 
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manages a particular fund are actually able to put in the required time and money in 

order to keep investments in line with promised CSR terms.
6
   

Other management styles 

While screening and shareholder activism are most commonly used there are still some 

other ways of managing an ethical fund. Three of those are shortly presented below. 

Best-in-class  If a fund work in line with the best-in-class strategy, it only invests 

in companies that are ethical role models in their respective field; 

companies that have reached far in a certain area of their ethical 

work, even if the line of business itself is not ethical. A best-in-class 

fund with focus on environmental aspects might invest in 

organizations that can show that they are working strategically to 

solve environmental issues and are in the front of their industry in 

this regard. 

Non-profit funds Funds of this type choose to donate parts of the invested money into 

non-profit organizations, such as charity groups or research funds. 

The purpose of these funds is not to get the best risk adjusted profit, 

although investors often expect to get their original value of 

investment in return, which is the difference compared to normal 

charity.  

Clean-tech funds Funds with this classification only invest in companies that develop 

or produce technique or products with the goal of improving the 

environment. Organizations that produce wind power or photovoltaic 

energy are common investments for a fund of this type. 
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3.2 Information distribution and risk regulation 
Companies managing funds have a responsibility towards clients who invest in their 

specific funds and two specific areas are of interest for us. These are:  

 How the information about their funds is presented.  

 The level of risk allowed within the fund and how this affects the style of 

management. 

Swedish law states that information from fund managers must be always relevant and 

correct. They must clearly state how the money within the specific fund is intended to 

be used. The reason for this is to provide the investors with enough information to easily 

determine the risks within the specific fund, including what strategies are being used, 

what type of investments the money will be used for and also the expected volatility. 

According to the Swedish law
6
 the forecast of a specific fund’s future return must be 

realistic and always supported by actual facts. Swedish law also states that information 

must be presented in such way that it is easy to understand. There are also regulations 

for how the ethical aspects of a specific fund should be presented, which aims at 

providing investors with an overview of how “promised” ethical aspects have been 

implemented. 

It is suggested that the current regulations in Sweden, which define the way of 

presenting information regarding specific funds should also describe how higher risk 

actually might affect the investment.
6
 According to Siegl (2011) this might be achieved 

by designing the fact sheets for specific funds so that the actual impact of higher risk is 

easier to understand. He also mentions that information about ethical management 

within funds often is faulty but that this often is missed by governmental parties 

responsible for overseeing that promised ethical standards are actually met. This is 

likely due to the fact that the law regulating information concerning the ethical aspects 

is unclear. 

Lack of information from fund managers about how they actually manage their ethical 

funds has been found to prohibit investors from doing well grounded decisions, 

contributing to a higher degree of uncertainty.
6
  

Regulations with regards to risk in Sweden demands that a fund has to hold at least 

sixteen different positions and that the spread of risk is in line with the investors’ 

expectations as of information given from the responsible managers. Findings by Siegl 

(2011) states that problems might arise as the demand on a specific fund to hold at least 

sixteen different positions not necessarily requires those to be different to such extent 

that they are affected differently by changes in market conditions. An example of this 

would be funds that focus on a specific market. This stresses the fact that individual 

investors not only should rely on the regulations in place, but also to consider to invest 

their money in different funds thus creating some diversity on their own as well. It is 

suggested that this problem is a result of that those implementing these regulations has 

put too much belief in that this is enough in terms of controlling the risk in Swedish 

funds. The conclusion of this according to Siegl (2011) is that current regulations with 

regards to risk are not enough in order to protect the consumers’ interests.
6 
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3.3 Findings regarding performance 
As with every investment the actual return is important since an area performing worse 

possibly could attract fewer customers in comparison to a different investment with a 

longer history of a more substantial return. Therefore the past performance of CSR 

investments is an interesting factor to take into account.  

The article Is ethical money financially smart? Nonfinancial attributes and money flows 

of socially responsible investment funds (2011) from the Journal of Financial 

Intermediation presents that funds taking CSR aspects into account performs on average 

0.2 percent lower/month (risk-adjusted return) in comparison to those funds without 

CSR criteria’s.
3 

However it has also been found that there is no clear connection 

between the past performance of conventional funds to CSR funds.
10

 The studies done 

by the UN and similar organizations has also presented the same results as the latter.
6
  

The ambiguous results regarding the performance of CSR funds make it impossible to 

say if CSR funds generally perform better or worse. A reason that these studies present 

different results is possibly due to lack of clear definition of ethical investment.
6
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4. Empirical study 
The empirical study presents information gathered from conducted interviews with 

persons that has experience with either SRI and/or pension funds. 

4.1 Interview 1 

Company: Folksam 

Position: Deputy Manager of responsible investments 

The interviewee’s department is responsible for analyzing ethical aspects in investments 

done by companies within the Folksam organization. The material they produce is then 

used when deciding whether or not an investment is in line with predetermined criteria.  

Customers view on CSR investments 

Comparing the number of customers who have stated an interest in investing in CSR, 

with those who later actually makes an effort in choosing investments classed as ethical, 

shows that the difference is quite significant. It was explained that this might be a result 

of the currently somewhat complex fund industry in Sweden, and that their customers 

often tend to put their trust to recommendations instead of actually choosing on their 

own. Another subject mentioned as a possible reason for this could be due to the lack of 

interest people generally have with regards to this area, and that the time ordinary 

people put into these matters simply might not be enough in order for them to make 

good decisions on their own. 

The interest of CSR investing has over the past years increased; this is visible when 

looking at the amounts of ethical funds now being available, and also the current 

increasing amounts of money placed in these types of funds. During the interviewee’s 

employment, over the past six years, a continuous increase in customer interest within 

this area has been seen. In this media plays a large role, with the currently quite large 

amount of focus on climate change, together with a more extensive coverage regarding 

the work environment in less developed countries. Media is, and will continue to be an 

important factor in this, as it helps people to see the bigger picture. 

In order for the interest to continue to increase, CSR aspects need to be discussed in a 

more open manner and not only within the management of a company or organization 

behind closed doors. 

CSR work within Folksam 

Folksam has a unified set of rules decided in collaboration with each board within the 

organization, rules all in line with the standards set by the UN. These define what needs 

to be considered with regards to ethical investments, these criteria’s has to be followed 

by every part of the organization. They make out the lowest standard that has to be met, 

but more rules exist that differs between the different areas within the organization.  

Shareholder activism is something Folksam uses to a large extent in order to steer 

companies towards their own ethical goals, this is achieved by using their voting rights 

in companies which they have a large amounts of money invested. Presenting new ideas 

to be voted on is also something that Folksam try to do whenever it is possible, however 

something that is mostly used in extreme cases. Keeping a dialogue with certain 

companies is also something of great importance in order to get your opinion heard. 

In the process of selecting in what, and where, to invest Folksam uses negative 

screening, a process described earlier. Other than the actual moment the investment is 
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being done, they screen their current investments twice a year in order to make sure that 

they are still in line with the ethical criteria’s. An example of screening in Folksam is 

the tobacco industry, in which they never invest as it could somewhat contradict their 

position as a large provider of life- and health insurances in Sweden. 

It is not necessary easier to keep an eye on companies closer to the Swedish borders as 

more and more companies now use subcontractors that are operative all across the 

globe,  a lot of Swedish companies has for example moved large portions of their 

production capabilities to China. Even if Folksam don’t do any unscheduled visits they 

try to influence the companies in such way that things are done in a manner in line with 

ethical standards. Often trust is put to the management within the specific companies, 

and that they do these unscheduled visits in order to identify if problems exists. 

When Folksam decides to pull out of a company in which they have invested, there is a 

large amount of regulations controlling in what manner this is supposed to be done in 

order to prevent too large of a blow to the specific company and its investors. As of this, 

a quick and complete withdrawal is rare; before this becomes an option it is therefore 

best to do what is possible with the use of one’s influence, and only if the company still 

refuses to change withdrawal becomes an option. 

Classification 

Defining what ethical actually means is hard, as it varies from person to person. 

Creating a classification that could be used on all funds in Sweden is as of this probably 

not possible. Instead the interviewee proposed that clear definitions of what each fund 

stands for would be a better way of providing the information investors need in order to 

make more thought through decisions.   

SWESIF is an independent non-profit forum aimed at increasing the knowledge and 

interest of SRI. To achieve this they give seminars as well as publishing statistics and 

articles. They also provide a sustainability profile, aimed at providing investors with 

clear information of how funds work within this area. Their profiling tool shows what 

aspects a specific fund take into account during their screening process, also how they 

work towards influencing companies when it comes to CSR issues. A framework for 

what this profiling tool accounts for can be found in Attachment 2. 
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4.2 Interview 2 

Agency: The Swedish Pension Agency 

Position: Responsible for fund information distributed by the Swedish Pension Agency 

The interviewee is responsible for all information in material presented by the Swedish 

Pension Agency, including the information on their webpage as well as the material 

distributed in a more direct way to their customers. Deciding which funds allowed to be 

part of the Swedish pension system is also part of the interviewee’s work. 

Customers view on CSR investments 

A fairly large amount of the people in the Swedish “PPM” system has their money 

invested in funds, which are managed with ethical aspects being taken into account. 

This might however be a result of people not making an active decision were to place 

their money, and that this money then automatically is invested in CSR funds. Important 

to note is that only looking at the actual amount of people with parts of their pension 

money in CSR funds may not be very representative when looking into the current 

interest This is because many people with low amounts of capital saved for their 

pension are not very likely to actually make a decision were to invest this money, and as 

a result the money is placed in predetermined funds which often are classed as ethical. 

As these people still count as someone who decided to invest their money in a CSR 

classed fund the current available information may be somewhat misguiding. 

Same thing likely occurs with investments in regular funds, as private banking 

departments responsible for customers’ money might place the money in one of the 

banks funds which just happens to be classed as ethical and not necessarily because the 

client has stated that as a requirement. 

It is also important to make a difference between the amount of investors who says that 

they see CSR as important, and the number who then actually makes an active choice in 

implementing these types of investments in their portfolios. 

Interesting to note is also that people often see CSR as something contributing to less 

return on invested capital, a result of a belief that, limiting a fund to only invest in 

ethical companies prohibits them from making good deals to a similar extent compared 

to a fund not forced to take CSR into account. 

There is a risk that the term ethical could get worn out, but hopefully the guidelines 

from SWESIF will prevent this. Instead of the ethical aspects being used as a marketing 

strategy it would force funds to clearly state were they actually stand and what their 

definition of investing ethically actually means. Currently a fund can for example say 

that, “we take part of the growth in this country”, without actually making a promise of 

which type of growth this is, as growth can be both negative and positive, something 

currently making it very hard for the normal investor to understand what certain 

information actually means.  

Classification 

Currently a very low amount of people choose a fund just because of it being classed as 

M/E, and the interviewee explained that a major problem with this particular 

classification is that they, as an agency are not allowed to define what ethical actually is. 

In order to obtain this classification the fund company has to state that this fund takes 

some type of ethical aspects into account, and that this also is part of the information 

being available to investors. 
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Since they are not allowed to define what ethical is, they can’t do much else than to 

present investors with this M/E classification, after that each individual has to find out 

what type of ethical aspects the specific fund actually takes into account and then make 

the decision without any further help from the Swedish Pension Agency. The only thing 

they as an agency can do is to keep an eye on funds allowed in their system, and that 

these funds always act in such way they stated when they initially were accepted.  

In order to simplify the process of finding information for the individual investor they 

are currently working towards implementing a more extensive summary of funds in the 

Swedish pension system, allowing investors to download a folder in which the fund 

managers clearly states how they actually work with regards to CSR. This would as a 

result make it easier for investors to compare funds, as instead of having to understand 

the specific funds definitions for what ethical is this would be clearly visible in the 

folder. This is something done together with the non-profit organization called 

SWESIF, see Attachment 2. 

A single classification used for both regular funds and funds part of the Swedish 

pension system could be a good idea, but more important is making it easy for investors 

to find what type of ethical aspects a fund takes into account, allowing them to make a 

decision in line with that they see as ethical as it is something that varies from person to 

person. 

Management styles 

Earlier in the area of CSR investments, it was much more common with what is called 

negative screening; this method is believed to have its roots in the USA, with Christian 

groups looking for options in investing in line with their religion. Instead we now see 

more extensive use of positive screening, were you select investments with the use of 

for example “best in class”, and that companies try to steer sub-contractors and such 

towards more ethical ways of conducting business. 

The interviewee stated that shareholder activism likely become more and more 

common; a reason could possibly be a slight distrust in how the market works today, 

and that it is not certain that abstaining from investing in a specific area contributes to 

change as of the currently large amounts of capital being available, and that finding 

other investors still would not be a problem.  

Instead working with unethical companies in making them more fit for investors 

interested in CSR funds may actually, from a customer’s viewpoint be seen as 

something more ethical than if the fund company were to just stand back and watch 

them conduct their business in an un-ethical way. 
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4.3 Interview 3 

Company: KPA Pension 

Position: Vicarious Sustainability Manager 

The interviewee has a background in advertising, marketing and communication, but 

has lately been working more with different sustainability projects and has been holding 

this temporary position since October 2012. 

Customers view on CSR investments 

According to the interviewee, the interest for ethics and sustainability in general is 

increasing, however a problem is that the fund industry overall suffers from a lack of 

interest from the public, something that could be connected to the complexity and lack 

of knowledge with the average person. Looking at the pension system, a lot of people 

have grown up with the old ATP system that was used until 1998, and with the change a 

lot of new information must be processed before you can fully understand how the 

system functions. The Sustainability Manager mentioned that a closer dialogue with the 

investors might have a positive effect on the general interest and could simplify private 

investing.  

During the interview the problem of defining what is ethical was highlighted as a big 

issue. How can you decide where to draw the line when everyone has different opinions 

and moral grounds? To explain this, an example was given; alcohol is unhealthy, but so 

is sugar, does that mean that we should define candy as unethical? This was obviously 

taken very far since very few would consider candy as unethical, but it raises an 

interesting discussion. 

The interviewee explained that most people have the conception that in order to invest 

ethically you have to give up some return. A lot of their customers had actually said that 

they are willing to make a smaller profit to make sure their money is invested ethically. 

That is however not necessary since there is no evidence of these investments 

performing worse.  

KPA Pensions work with CSR 

Firstly the general business of KPA Pension was explained in the interview. The 

company has two target groups, employers and individual investors. They are the 

default option within the municipality which means that if you are not making an active 

choice, you get KPA Pension automatically. This has led to a lot of clients not knowing 

that they actually are customers of KPA Pension, something that means that surveys 

among their clientele could be quite misleading. 

When it comes to the CSR work, they implement screening on a daily basis, but it is 

uncommon that they have to sell off positions because of excluding criteria; when this 

happens the company in question usually have, either changed its business or invested 

in another organization that doesn’t fulfill their policies. It can obviously be difficult to 

keep track of companies on all levels, down to the smallest subcontractor, however the 

interviewee pointed out that they work towards increased transparence in organizations 

and improved sustainability reports.  

In 1997 KPA Pension made a survey among their customers and nine out of ten wanted 

them to make ethical placements. Therefore their sustainability work lay on the mandate 

of the customers. The interviewed Manager was of the opinion that ethics creates 
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loyalty among clients, however carefully explained that they cannot look at it solely 

philanthropically; their main focus is to guarantee their clients pension 

Management styles and classification 

The use of shareholder activism is increasing every year; screening is still very 

common, but it is decreasing as companies want to use more influencing methods in 

their CSR work. While shareholder activism is a good way of making an impact, it is 

resource demanding in terms of money, time and human capital. Smaller fund managers 

might not be able to use this of this reason; if that is the case other methods such as 

screening and best-in-class are great ways to work. 

Another negative aspect with more influencing methods is that it is often a slow 

development process; it takes some time before you can see the effect. One would want 

to see a clear change on an annual basis; however a too strong approach might actually 

slow down the progress. This would likely result in the company taking a more 

defensive stance, becoming more reluctant to adjust their business. Every time KPA 

Pension is forced to sell their shares in a company they see it as a loss since it means 

they have failed to influence, therefore a more consulting approach is to prefer in most 

cases. 

When it comes to classifications the interviewee thought that one unified, for all funds, 

could help making investing simpler. The M/E classification used by the Swedish 

Pension Agency today is not something that the customers take much notice of as it is 

not very established. With this, the problem of a lack of definition explained earlier 

comes to light. 

 SWESIF has a sustainability profile used to clarify a funds specific investment strategy 

for the customers. There are a lot of big fund managers that are members of SWESIF 

and the interviewee thought that this is the way to go; to use an interest organization 

where you create the rules together.   
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5. Analysis 
In this section we will analyze and compare the results of our theoretical and empirical 

findings to identify factors relevant to the initial question formulation. 

The general view on ethical investments has changed over time, something that was 

stated in the introduction. The ethical aspects are still an important part, but an 

increasing focus is now also being put on the actual return, this was also brought up in 

the empirical study. This aspect can have a negative effect on the possibility of 

attracting new customers to invest in ethical funds since the general conception is that 

investing ethically must be done in exchange for a lower return; this is false according 

to the literature study. The literature however mentioned that there still is a clientele 

which invest in line with their moral beliefs, as a result some ethical funds are less 

sensitive to non-beneficial market developments. This is also something supported in 

the third interview where the interviewee said that ethical investments create loyalty 

from the customers’ side. It was also pointed out that a lack of overall interest in 

personal savings leads to less capital being invested in these types of funds, and that it is 

not unusual to leave the actual selecting in the hands of professional advisors resulting 

in a selection then being done in line with the advisors specific company guidelines. 

To find one single factor responsible for the current low interest in ethical placements 

cannot be done by looking only at the theory, as there are a number of contributing 

reasons; an overall lack of interest in combination with a more overall distrust toward 

the financial industry is often said to be two of the core issues. 

Both the literature and the empirical study suggests that media plays a crucial role in 

creating a higher degree of awareness for the CSR/SRI industry, as the media can give 

light to problems earlier not believed to be of as great importance, some examples 

would be the current news coverage about environmental effects as a result of pollution 

and how unethical decisions by different companies affects the population within 

certain areas and countries. Media can also be used as a type of supervisory body in 

their respective sphere of influence, which as a result make companies aware of that 

their decisions might be audited on a more thorough level. 

Initially there was also presented a potential conflict between customers and fund 

managers with regards to return and inflow of capital to specific funds, this was 

however something neither supported nor contradicted in the empirical study. 

As with every market, the demand controls the supply, and in order to identify trends 

and changes in the public interest one could look into past and current available CSR 

investment options. It is mentioned in the introduction that there is a low amount of 

ethical investment opportunities today, but according to the first interview there has 

been a significant increase over the past years. One must still be aware of that only 

looking at whether or not a fund is classed as ethical essentially doesn’t say that much, 

as how a fund is managed differs substantially from one to another, which is something 

highlighting the importance of individual investors to conduct some research on their 

own in order for their investments to be in line with their personal views. The easiest 

way to do this would be to take a closer look at the negative screening criteria’s which 

is the most common method used by  fund companies today. In Interview 2 it was 

explained that other methods are also important when investors choose with whom to 

trust their money; where shareholder activism, supported by both the empirical and 

literature study is a method today often being used by managers, exemplifying the 
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demand today on more preemptive styles of management. The negative side of 

shareholder activism is that it is fairly expensive in terms of time, capital and human 

resources, making it something more suitable for larger fund companies. The use of in-

house research teams is also something almost exclusively being used by the large 

companies, a service providing their fund managers with very high quality research 

material, something which in turn has proven to result in a higher return on investments.  

As mentioned earlier criteria’s of what is ethical can differ significantly between fund 

companies, naturally the same goes for individual investors who in most cases have a 

different opinion in the matter, this is visualized in Figure 1-4 where a comparison 

between the USA and European region is made, along with a more in depth view on 

what some clients of Folksam and KPA Pension see as important areas. This show how 

big of a problem defining what being ethical actually is and it is something mentioned 

in all interviews. They all agreed on that the lack of a unified definition is a problem 

both for investors and fund companies, and it was during Interview 2 explained that a 

governmental agency do not have the authority to create such a definition as it largely is 

a matter of personal preferences, and that the only unified rules being used today is 

defined in conventions created by the UN. The rules set by the UN are however often 

considered as too loosely defined in comparison to what type of ethical standards 

regular investors often are looking for, a result from having to be approved by a large 

amount of countries.  

The M/E mark used by the Swedish Pension Agency is not being used much according 

to the empirical study. The interviews presented information that this mainly is due to 

that this mark is used to such a low extent, only on funds approved to be part of the 

Swedish pension system and that this classification overall is very unknown to the 

public. If one look outside the Swedish pension funds there is no unified classification. 

Therefore if a fund states to be ethical, the information about how this specific fund 

actually is ethical has to be provided by the managing company, thus it is necessary that 

this information is presented in such way that it is easy to understand but still thorough. 

In Sweden there are laws regulating how this information is to be presented; still a lack 

of information is according to the literature study a problem making it difficult for 

individual investors to find information concerning how ethical certain funds really are. 

On the actual fund managing part there are laws regulating how much risk that is 

allowed in Swedish funds, but these regulations are according to the literature study 

currently not enough to provide invested money with sufficient protection. 

The Swedish pension agency and a number of fund managing companies has tried to 

solve this by implementing the profile SWESIF has created, this in order to clarify what 

ethical strategies different funds work with. Interviewee 3 believed that such an 

approach as implementing a unified profile created by a non-profit organization likely is 

one of the currently best solutions being available. 

 

In the introduction the problem with the lack of interest in CSR investments was 

presented, something that this analysis has shown are due to many factors. There is 

however a high degree of uncertainty to how different problems actually affects regular 

investors. An example is the current regulations controlling risk mentioned earlier and 

that they today not necessarily are enough to protect the investors’ money, but whether 

or not this actually lowers the interest for the industry is still not in any sense clearly 

visible. However the reoccurring topic during the interviews is that even if people see 
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ethics as important, very few go the “extra mile” due to the complexity of the fund 

industry. With our findings from the empirical study we believe that if the most basic 

information would be presented regarding a specific funds’ CSR strategy, invested 

capital in CSR funds would increase.  
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6. Conclusions 
The aim of this project was to identify reasons behind the lack of interest in investing in 

CSR funds and find possible solutions that could increase the interest, as well as the 

amount of capital being invested in these funds. Even though a number of problems has 

been identified, as can be seen in the analysis, we believe that the most important part is 

to simplify the process of identifying what is ethical or not according to one’s personal 

views.  

We would suggest implementing a unified classification similar to the M/E mark issued 

by the Swedish Pension Agency; however the usage of it should include pension funds 

as well as regular funds in order to create a more recognizable trademark. It may lead to 

less confusion as the same classification preferably would be used by all parties in the 

Swedish fund industry. We believe that some sort of mark is important since it would 

allow investors to instantly see what funds that take some CSR aspect into account. 

In combination with this classification a profile should be used providing easy to 

overview information of exactly what criteria’s the specific fund incorporate in its 

management strategy. Using such profile to also present how fund companies work with 

regards to information about other than their actual investment strategy, such as if the 

fund managers have access to in-house SRI teams which has been proven to create an 

increased return. The profile created by SWESIF is a good start, but the amount of 

information it presents should be increased so that it can be used as the main source of 

information.  

Shareholder activism is becoming more commonly used amongst fund companies, 

something we think is positive as it is a very good method in order to, both promote and 

increase sustainability. This profile will encourage more fund managers to work 

according to this strategy since it, with our mentioned profile, in a clear way will be 

displayed to their potential customers. 

Both the classification and the profile should be created by, or in close cooperation with, 

an independent party which would see no type of profit from an increased amount of 

capital being invested in particular funds. This would reduce the risk of a classification 

and profile to be created in such way that they would be biased. 

Implementing regulations controlling the ethical standards of investments would not 

work as it is not possible to define what actually is ethical. Instead the Swedish 

government could assist in developing the profile mentioned earlier providing 

individuals with easy to obtain information. 

Lastly an increased amount of marketing focused on CSR investments would help rid 

misconceptions concerning, for example, beliefs that investing in CSR funds results in a 

lower return compared to non-ethical funds. 

In combination the presented suggestions would make it easier to obtain information. 

Hopefully this would encourage investors to actually make the decision to invest money 

in funds with focus on CSR, as the process then would be less time consuming. An 

increase in interest leads to more capital being invested ethically, and as companies 

work towards satisfying the wishes of their customers it would result in more focus on 

CSR. 
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7. Discussion 
Out of three interviews, two were with persons in some way connected to Folksam. As 

Folksam is owned by their clients this might give us information biased towards some 

direction. This means that there often is no real gain for hired people within the 

organization in case of a surplus in capital, as this instead would be used to, for example 

lower the rates of the services they provide. Therefore no solution to the initially stated 

problem, concerning a potential conflict between the fund managing company and its 

customers has been found.  

Both Folksam and KPA Pension only offer funds they class as ethical, if instead the 

interviewed persons would represent companies offering a wider array of funds, more 

in-depth knowledge could possibly have been obtained allowing us to conduct a more 

thorough comparison between the different management styles.  

Recommendations for further studies within the area of CSR investing would be to 

actually develop such profile and classification we presented. In relation to this some 

marketing strategy would also have to be implemented in order for it to receive such 

acknowledgement that we see required.        
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Attachment 1 - The Swedish pension system 
In Sweden, the pension is made up of different components; the national retirement 

pension, the occupational pension and the private pension. This can be represented with 

a triangle, as seen in figure 6. The bottom orange part represents the national retirement 

pension, the middle blue component is the occupational pension and the top green one is 

the private pension. The size of the components differs from each individual depending 

on different factors, such as income, employer and the amount of money invested into 

private pension.  

 

Figure 4. A triangle representing the different parts of the Swedish pension5 

The national retirement pension 
The national retirement pension consists of income pension, premium pension and, in 

some cases, guarantee pension. 18.5 percent of a person’s salary and other taxable 

benefits are each year set aside for the national retirement pension. 16 percent goes to 

the income pension and the remaining 2.5 percent are put into the premium pension.  

The income pension is, as the name reveals, based on the income you’ve had during 

your working career. There is however an income ceiling, which is the largest income 

that can earn your pension. This is determined by the government every year and is 

based on salary trends in Sweden. 

When it comes to the premium pension, the private investors can choose what pension 

funds they want to invest their money in. They can decide how big of a risk they want to 

take and their performance will affect the size of the premium pension. For those who 

don’t actively place their money, this part will go to the seventh AP-fund, which is 

managed by the government. 

The guarantee pension is a safety net for those with a low or non-existent income based 

pension. It is governmentally financed and to be qualified for a full guarantee pension 

you need to have lived in Sweden for at least 40 years between the ages of 16 to 64. The 

amount will decrease with 1/40 for every year missing from this requirement.  

The occupational pension 
About 90 percent of the employees in Sweden also get something called occupational 

pension.
5
 This is a certain amount of money that the employer sets aside on a monthly 

basis. The sum varies between employers as they have different agreements. 

There are two types of occupational pension; benefit determined and premium 

determined. With the first of the two you are guaranteed a certain percentage of your 

http://www.pensionsmyndigheten.se/images/18.51c42ff713cdd49a130f487/Pensionsmyndigheten.gif


 

2 

 

salary when retiring. In this way you are not affected by the performance of the funds; 

this affects the employer instead. In premium determined occupational pension the 

employer pays a fixed sum which you can invest as you choose. This means that the 

size of your occupational pension also is affected by the profit and the managing fees of 

the chosen funds. In some cases the pension can be a combination of these two. 

Private pension 
If an individual feel the need to complement the other parts of their pension, the person 

can save in a private pension. Since this is a voluntary part of the pension one have the 

power to choose funds as he or she wants, it is however common that people seek 

counseling from fund advisors.
5
  

The AP-funds 
There are six AP-funds in the pension system; AP 1-4, 6 and 7. These funds, with the 

exception of number 7, act as a buffer in the national retirement pension. This means 

that the funds are used to handle the differences between cash inflow and outflow. The 

first four AP-funds each receive one quarter of the social security contributions made 

towards the state pension system and they all pay one quarter of the benefits due from 

the state pension system. The sixth fund differs from these four and neither receives any 

contributions nor pays any benefits. As already mentioned, the seventh AP-fund 

manages the premium pension for those that don’t actively place their money. 

The four-fund structure that is used in Sweden is unique in a global perspective. The 

system has several positive aspects that make it effective. It can improve the 

performance through competition between the funds, diversify management and 

strategic risks, and reduce the impact on the domestic market. Some of the possible 

downsides could be the costs of managing four funds, consolidating expertise and less 

resilience from outside influence compared to having one large fund.
6
  

In 2007 the first four AP funds coordinated their ethical and environmental work by 

creating an ethical council. According to them, their task is to make sure that companies 

handle relevant sustainability aspects, have purposive guidelines and a follow-up system 

which enables the organization to be operated in a responsible way. In the annual report 

they list some of the most important advantages in having an ethical council. Firstly, it 

increases the possibilities to affect since the four funds together manage a joint capital 

of around 900 billion SEK. Secondly, it attracts international investors with similar 

agendas in terms of ethical and environmental aspects. Thirdly, the collaboration means 

that the funds can work more time and cost effective.
7
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Attachment 2 – SWESIF sustainability profile 
This attachment presents a sustainability profile created by SWESIF. 

 
 


