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Abstract 

Today, the Swedish national pension funds (i.e. the AP-funds) are managing about 21% 
of the total pension savings in Sweden. As this accounts for approximately 1 300 billion 
SEK, the importance of a correct and thorough understanding of these funds is 
understandable; especially how they are incorporating sustainable investments into their 
investment processes. There are a number of researchers exploring the AP-funds’ use of 
different screening methods and engagement policies. However, none of these have 
made an attempt to explain how these different methods, and other parameters and 
aspects of sustainability, is incorporated into the investment processes. In order to fully 
grasp the issue at hand, one has to know that these funds indirectly own large fossil fuel 
reserves, 80% of which cannot be used unless we aim to stay below a global warming of 
2ºC, and even less if we are to stay below 1.5 ºC. These reserves mainly stem from the 
AP-funds’ shares in 115 of the 200 companies on the CT200 list. However, not only are 
these companies contributing to the issue; these funds also have investments in other 
companies which could be seen as harmful to biodiversity, such as palm oil production 
for example.  
 
Although previous researchers have studied the area of which different screening 
methods and engagement is used in the national pension funds, many leave out how the 
different aspects and parameters of sustainability are incorporated into the investment 
process. This has created somewhat of a blind spot when it comes to the AP-funds’ 

sustainable investments. Moreover, some researchers are also discussing the possible 
trade-offs and issues involved in sustainable investments. However, this has not been 
specifically tied to the AP-funds, leaving room for further research in this area. Thus, 
the research questions in this study are: 
 
How is sustainability parameters incorporated into the investment process in the 
Swedish national pension funds today? 
 
Are there any issues and trade-offs involved in this process? 
 
In order to be able to find an answer to these research questions, we have executed a 
qualitative multiple case study, using semi-structured interviews. In total, we received 
six interviews from employees in different areas within three out of the four funds. 
Additionally, the empirical findings received during the interviews were further 
strengthened by the use of triangulation with information found in the funds’ annual 

statements and official reports. The findings of this were that although the AP-funds do 
include different parameters and aspects of sustainability into their investment process, 
these are mainly concerned with the financial stability of the companies. Furthermore, 
the funds also showed that their exclusions of companies were mainly based on 
conventional crimes against human rights. The main underlying reason for including 
these parameters into the investment process was a concern about the different risks the 
funds were exposed to. Lastly, the issues that did arise in the investment process were 
mainly concerned with the measurements of sustainable information and in the cases of 
a trade-off between sustainability and returns; the funds more often than not chose the 
returns due to the regulation.  
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1. Introduction 

The Swedish national pension funds, i.e. the AP-funds, currently own about 21% of the 
total pension savings in Sweden. As large investors, these funds have a large possibility 
to make a contribution towards the transitioning towards a sustainable society, and to 
make it possible to stay below the goal of only having 2ºC of global warming. As 
previous studies have explored the AP-funds’ use of different methods of screening and 
engaging in their already made investments, this has left somewhat of a blind spot as to 
how they are incorporating different parameters of sustainability in the investment 
process, as well as what different issues and trade-offs the asset managers are faced 
with when incorporating these aspects. This chapter contains the issues and discussions 
behind the choice of research topic, the underlying problem, research questions, as well 
as the theoretical and practical contributions of this study.  

1.1 Problem background 
Recently, the centre of attention in many scientific articles has been the sustainability of 
funds; and specifically the pension funds (Hoepner & Schopohl, 2016; Stalebrink, 2015; 
Hamilton & Eriksson, 2011; Sethi, 2005). Out of the increasing awareness of 
sustainable finance, several Socially Responsible Investment (SRI) and Environment, 
Social and Governance (ESG) funds have emerged, with a continuously growing 
demand. In spite of this being positive in many remarks, there are still some problematic 
areas which are not being covered. These emerging SRI and ESG funds are almost 
exclusively funds which are subject to public demand and competition, such as the 
premium pension funds and the individual pension savings funds. However, not only 
are these types of funds in need of this change, but equally important are the 
transformation of the funds outside of public demand. In this category of funds we find 
the national pension funds, i.e. the AP-funds, which serve as buffer funds in the 
Swedish pension system (Swedish Pensions Agency, 2017a; Hamilton & Eriksson, 
2011, p. 48). The pension system currently in use in Sweden consists of three parts, 
usually pictured in a pyramid structure; the public pension, the occupational pension, 
and the individual pension savings (Swedish Pensions Agency, 2016a). Out of this, the 
public pension constitutes the base of this “pyramid” and consists of both the income 

pension and the premium pension savings. As this is a pay-as-you-go system, the capital 
which is saved by the today’s workforce is directly distributed to the current retirees. 
However, as there is always a difference between the number of working and retired 
people, this system will run with either a deficit or a surplus, which will be invested in 
or withdrawn from the AP-funds (Swedish Pensions Agency, 2017a; WWF, 2013, p. 2).  
 
According to a report carried out by the Fair Trade Center (2014, p. 5), the Swedish 
national pension funds are contributing tremendously to the loss of biodiversity and 
environmentally harmful behaviour as a result of their investments in fossil fuels, palm 
oil production, meat production, and many other industries. Being far from unique on 
this matter, these funds’ contribution to this is very problematic. Today, Sweden’s 

national pension funds are together managing slightly less than 1 300 billion SEK, 
which is money the pension savers cannot influence, in contrast to other types of funds 
(AP1, 2016, p. 5; AP2, 2016, p. 2; AP3, 2016, p. 3; AP4, 2016, p. 3). Out of this, 36 
billion SEK is invested in 115 of the 200 companies which qualify for the CT200 
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(Carbon Tracker Initiatives) list (WWF, 2015, p. 7). The CT200 lists the companies that 
are having the largest fossil fuel reserves in the world, and according to WWF (2015, p. 
2), 80% of these reserves cannot be utilized at all if we are to stay below the goal of 
having less than 2ºC global warming. Considering the goal to stay below 1.5ºC, 
however, this should be even less.  
 
Although far from the truth, it might at first glance seem like there is nothing happening 
in this area for these funds. However, in 2001, the law of National Pension Funds (AP-
funds) (SFS 2000:192) (sw.: Lagen om allmänna pensionsfonder (AP-fonder)) was 
passed which, although not explicitly expresses the need to invest sustainably, states the 
need to consider these issues in the preparatory work (Bengtsson, 2008, p. 972; 
Renneboog et al., 2008a, p. 1728; Hoepner & Schopohl, 2016, p. 4). Additionally, the 
AP-funds have together formed the Ethical Council, introduced in 2007, with the aim of 
analysing the investments made by the funds in order to become more sustainable 
(Hoepner & Schopohl, 2016, p. 9). The government also made an investigation in 2008 
regarding the AP-funds’ power to affect the companies’ CSR efforts (SOU 2008:107). 

Although this investigation showed that their engagements made very little effect at the 
time, this still shows in what direction the funds are headed.  
 
Furthermore, as a step towards becoming more sustainable, all of the AP-funds are now 
calculating their carbon emissions, of carbon footprint (Ethical Council, 2015, p. 21), as 
well as increasing their investments in green bonds which are bonds where the returns 
are invested in different sustainability projects. However, the sustainability of a fund 
does not solely depend on the carbon emissions they produce and Fair Trade Center 
(2014, p. 12) points towards the importance of other issues as well such as the loss of 
biodiversity as a consequence of palm oil and meat production, to name a few. Thus, we 
could easily see that these public pension funds are considerably more sustainable today 
compared to the beginning of 2001. However, it is a difficult task for the funds’ asset 

managers to incorporate the aspect of sustainability into the portfolios. Especially since 
the main focus still lies in the return on investment according to the law of National 
Pension Funds (AP-funds) (SFS 2000:192) (sw.: Lagen om allmänna pensionsfonder 
(AP-fonder)) (Fair Trade Center, 2014, p. 14; Sethi, 2005, p. 103).  
 
There is a common misconception that sustainable investments will have a negative 
effect on the fund’s performance, compared to “conventional” investments. Although 

there are a growing number of studies exploring the link between sustainability and 
fund performance, many which are showing very divergent results, there are several 
researchers pointing towards sustainable investments actually having higher or similar 
returns (Clark et al., 2015, p. 48; Chouinard et al., 2011, p. 7; Sethi, 2005, p. 108; 
Kempf & Osthoff, 2007, p. 921). However, due to the high pressure of good 
performance and positive results for the public pension funds, the environmental and 
ethical aspects of investments are currently coming in second place (Fair Trade Center, 
2014, p. 14; Sethi, 2005, p. 103). 
 
However, there have been some previous studies made which are exploring the main 
methods used by the AP-funds when incorporating aspects of sustainable investing. For 
example, Hoepner & Schopohl (2016, p. 4) and Hamilton & Eriksson (2011, p. 44) 
points out the AP-funds’ power to affect companies’ choices and actions. As is widely 
known in this field of research, there are three main ways of how to manage your 
investments within a fund in order to be a sustainable investor. These have been said to 
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be positive or negative screening, shareholder advocacy (engagement) and community 
investing (Hoepner & Schopohl, 2016, p. 2; Hamilton & Eriksson, 2011, p. 51; Delmas 
& Blass, 2010, p. 246; Social Investment Forum, 2006, p. 1; Sethi, 2005, p. 108; 
Schueth, 2003, 190). According to both Hoepner & Schopohl (2016, p. 14) and 
Hamilton & Eriksson (2011, p. 51), the AP-funds’ first choice usually is to enter into a 

dialogue with the company in question in order to make an attempt to influence them in 
one direction, which is a type of shareholder advocacy, or engagement. This should not 
come as a surprise as a large divestment from a company could possibly lead to 
problems in terms of a destabilised market (Sethi, 2005, p. 99). Additionally, Hoepner 
& Schopohl (2016, p. 7) also found that the AP-funds were reluctant to exclude 
companies at all unless they had been given attention in the media, and after showing 
reluctance to change.  
 
Thus, diving into the existing literature in this field of how the AP-funds are currently 
involving sustainability into their investment processes shows a somewhat opaque 
picture. To the best of our knowledge, the majority of the existing literature touching 
upon the sustainability of the AP-funds are mainly concerned with the specific 
screening and dialogue methods used (Hoepner & Schopohl, 2016, p. 2; Hamilton & 
Eriksson, 2011, p. 51; Schueth, 2003, 190). In the study performed by Hoepner & 
Schopohl (2016, p. 24), the aim was to analyse whether the exclusions of certain 
companies from the AP-funds was affecting the financial performance. After having 
analysed several datasets, the conclusion was that neither did these exclusions lead to 
higher or lower performance. This thus leads to the conclusion that there is no trade-off 
between the sustainability of the fund and the performance. However, something which 
was disregarded in this study was the fact that there first of all are very little exclusions 
actually made, and second of all, that these exclusions have been preceded by several 
years of dialogues (Ethical Council, 2015, p. 10). Thus, these exclusions would not have 
come as a “surprise”, which implies a possibility for the asset managers to “replace” the 

affected company with a similar, better-performing company. Similar to the findings of 
Hoepner & Schopohl (2016), Hamilton & Eriksson (2011, p. 52) found that the four 
buffer funds (AP1-4) were more inclined to use shareholder advocacy than they would 
exclusions. This, they found, was mainly dependent on both the risk of missing out on 
potential returns, and the position to have a better impact on the company (Hamilton & 
Eriksson, 2011, p. 52). The researchers also discusses the issues regarding the pressure 
put on funds to exclude “bad” companies although the funds themselves would rather 

aim to indulge themselves in interactions and dialogues with the company in order to 
achieve better results from a sustainability perspective.  
 
Thus, it is fair to say that the funds do have companies within their portfolios which 
could be seen as vastly harmful, both in terms of ethical conduct and the environment. 
However, the question still remains as to how the funds are incorporating all of the 
different aspects which are present in sustainable investing into their investment 
process. As previous studies have focused on the process of managing already existing 
investments and leading them into becoming more sustainable, little thought has been 
given the process in which sustainable investments are made, or the related issues and 
trade-offs this brings.  
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1.2 Problem discussion  
Ever since the first sustainable fund was introduced, sustainability has undertaken a 
great transition from being something strange and new, to becoming something that is 
being incorporated into many funds today. Due to the fact that most consumers are 
unaware of the sustainability of their funds, and may very well not be interested or 
knowledgeable about it, Morningstar has created a sustainability rating, ranging 
between 1 and 5, in order to help customers better evaluate their funds (Hale, 2016). 
However, this scoring is only helpful in the cases where the consumer is interested in 
diving into the myriad of different fund options him- or herself. Furthermore, this is 
only applicable to “ordinary” funds, and thus, not the national pension funds. Hence, 

these funds are not being scored in the same manner as other funds are. This means that 
apart from the AP-funds’ annual statements, and the yearly report from the Ethical 
Council, there is no way of knowing how sustainable these funds are, or how they are 
working with these issues. Since customers generally do not care about these funds as 
they are unable to affect them (Hamilton & Eriksson, 2011, p. 46), this might seem like 
a non-existing problem. However, WWF (2014, p. 3) points out the fact that the AP-
funds accounts for about 21% of the total investments made by all pension funds in 
Sweden, showing the importance of this issue.  
 
Although still in transition, the majority of funds are, when faced with implementing 
sustainability, focusing on the financial and ethical aspects while less attention is given 
to the environmental aspects. Furthermore, although there has been some regulatory 
developments pushing the AP-funds into a more sustainable direction, we have 
identified an issue regarding how this is implemented in the investment process. In spite 
of the funds being expected to take environmental and ethical issues into account, as is 
stated in the preparatory work of the law of National Pension Funds (AP-funds) (SFS 
2000:192) (sw.: Lagen om allmänna pensionsfonder (AP-fonder)), the main focus still 
lies in maximizing the financial returns (Hoepner & Schopohl, 2016, p. 4). The majority 
of the existing studies have been made with the aim of explaining with what methods 
the AP-funds choose to manage their funds’ portfolios. These studies also show that the 

preferred methods are the negative screening, shareholder advocacy, and exclusions as a 
drastic consequence (Hoepner & Schopohl, 2016, p. 24; Hamilton & Eriksson, 2011, p. 
52).  
 
However, the question remains as to define the actual process. There is no doubt that the 
previous studies within this research area are well outlined as to what methods that are 
used in order to make the existing investments become more sustainable. Still, the main 
objective of almost all funds lies in their performance. However, the sustainability of 
the investment process should also be highly prioritized and not be forgotten. It is 
therefore very important that there is an understanding of how these funds act, and 
should act, in order to meet both criteria; to be sustainable and achieve a high return. 
Another issue these funds are facing when attempting to implement sustainability 
aspects into the portfolios is the incentives for making this transition. Since 
sustainability is such a demanding element to take into consideration, there has to exist 
some clear incentives for the asset managers to include this into the investment process. 
Furthermore, as have been stated by Delmas & Blass (2010, p. 246-247), asset 
managers are constantly facing several different types of trade-offs regarding the 
gathering of relevant information, what sustainability aspects to focus on, and how to 
handle these companies.  
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Due to the fact that the Swedish national pension funds are very different from other 
funds, the mapping of the use of different investment methods, how to handle different 
trade-offs, as well as how the final decision is made, is of large interest. There are, 
however, research made in order to define the investment process within funds as to 
describe the way fund managers pick out stocks, monitors their performance and re-
evaluate them, while at the same time having the sustainability aspects in mind (Spronk 
& Hallerbach, 1997, p. 116; Hallerbach et al., 2004, p. 519). Nonetheless, there is, to the 
best of our knowledge, very little research covering this process made by the AP-funds, 
and as these funds are vastly different than other funds, they are an interesting research 
topic.  

1.3 Research purpose 
Following the arguments presented in the previous section, this study, as well as other 
similar studies in this area, is of vital importance for the upcoming transition towards a 
more sustainable society. This study will dive into the current state of the Swedish 
national pension funds regarding sustainability parameters, as well as identifying the 
underlying problems associated with reaching the goal of becoming truly sustainable. 
The present issue facing the AP-funds lies in the profitability’s precedence over 
sustainability aspects. As sustainability is a goal of all of the AP-funds, this study will 
identify these issues. This will give us a deeper understanding to the problems that the 
fund managers are facing, while simultaneously give a clear picture of the process in 
which the AP-funds work.  
 
Thus, the first step in this study will be to establish the process in which the funds 
operate with regards to sustainability. By doing this, the aim is to see how well they are 
implementing sustainability into these funds today. After having established this, a good 
base will be set for the next part of the study, which will include an investigation about 
the issues and trade-offs the fund managers’ are facing when investing sustainably. This 

will also drive forth an understanding of how the AP-funds are currently handling these 
issues and trade-offs.  

1.4 Problem statement 
How are sustainability parameters incorporated into the investment process in the 
Swedish national pension funds today? 
 
Are there any issues and trade-offs involved in this process? 

1.5 Theoretical and practical contributions 
In the currently intense topic of sustainability, this study will contribute to the societal 
objective of being able to stay below 1.5ºC global warming. In spite of the AP-funds 
being publicly owned, there is currently little research being made within this area. The 
main focus of previous studies has lied in the explanation and understanding of the 
different methods and strategies the AP-funds are using, the question of superior returns 
or not in sustainable investments, and the overall investment process. Hence, this study 
will, with the knowledge of how the funds are operating with the inclusion of the 
sustainability parameters in the investment process, as well as how they are handling the 
existing trade-offs embedded in the process, contribute with a good basis to aid the 
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Swedish government developing new regulations for the national pension funds, as well 
as developing general suggestions and recommendations. Additionally, this study will 
also shed light on the issues involved in the implementation of sustainability, which 
might help other fund managers facing the same problems.  
 
One can easily draw the conclusion that the non-sustainable companies within the AP-
funds would not benefit by the conduction of this study, due to their non-sustainable 
activities being against the funds’ objectives. However, we argue that these companies 

would, oppositely, benefit by this study. Although this study will shed light to the issues 
of engaging in activities that is either harming the environment, employees or 
consumers, they will in the long-term benefit greatly by these findings. As they will 
become aware of the hardships that the asset managers are facing when evaluating these 
companies, they might voluntarily choose to change to the better. It might be an eye-
opener for some of the companies, and they will see that their efforts into incorporating 
CSR and sustainability is paying off, and will, in the end, benefit their own business.  
 
As for the theoretical contributions of this study, we will be analysing the current 
knowledge of the process of how to implement sustainability into the asset managers’ 

evaluations, screenings and ultimately the investment decisions. This will strengthen the 
model of the investment process. Furthermore, we will also be able to confirm some of 
the conclusions made by previous researchers as to how the funds are using the different 
methods and strategies involved in the process. Finally, this study will also strengthen 
the large and well-known theories of information asymmetry and principal/agent theory 
which are the basis for much of the financial research being made.  

1.6 Delimitations 
As the main objective of this study is to analyse the AP-funds which are the national 
pension funds in Sweden, the study will only be looking at the Swedish pension system. 
As these funds are managing a large part, 21%, of the Swedish pensions, and it thus is 
important that these funds are investing sustainably, it is interesting to see how these 
funds are incorporating sustainability parameters into their investment processes, and 
their struggles and issues in this regard. Furthermore, as these funds are very different to 
other funds, not the least in terms of being regulated by law, this is in our opinion very 
interesting. In order to limit the scope of our study further we have chosen to only 
include four (AP1-4) of the totalling six AP-funds. The reason for this is that the two 
remaining funds are strikingly different from the other funds. Although being a buffer 
fund, AP6 does only consist of non-listed shares and is closed for further withdrawals or 
investments. Furthermore, being part of the premium pension system, AP7 is not one of 
the funds we are analysing. This is mainly due to the funds not being one of the buffer 
funds, which this study aims to analyse. This means that this fund is available on the 
market for all of the Swedish pension savers to either invest in or divest from. Due to 
this, this fund has differencing issues and benefits to consider that will not be covered in 
this study.  
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2. Research methodology 

This chapter provides an understanding of the underlying assumptions we, as 
researchers, have and how the data will be collected. This is a qualitative study, 
focusing on the incorporation of sustainability in the investment process of the AP-funds 
and the different issues and trade-offs regarding this. Our philosophical assumptions 
are subjective and interpretivistic to its nature and has a deductive research approach. 
We will be using interviews with different employees within the national pension funds, 
as well as triangulate the results with their annual statements.  

2.1 Preconceptions 
In order for the readers of this study to fully understand how our backgrounds and 
underlying assumptions of this field have impacted the study, we are now giving an 
explanation of our preconceptions. As noted by Nyström & Dahlberg (2001, p. 339), 
although difficult, it is very important for researchers to provide an explanation of their 
pre-understandings, with the main reason for this being to create more openness to the 
study (Nyström & Dahlberg, 2001, p. 339). The reader should always have the 
opportunity to make an individual assessment and evaluate whether the results are 
biased or impartial, as well as to be able to follow the arguments and lines of reasoning 
presented in the study, which will also add to the general credibility of the study. 
According to Johansson-Lindfors (1993, p. 76), this creates an opportunity for the 
reader to determine to what extent the author’s preconceptions has affected the outcome 

and analysis of the study.  
 
Due to the fact that both of us have previous experiences working within banks, where 
one of us also has experience from working in an insurance company, we are to some 
extent familiar with the Swedish pension system and pension funds. However, the 
national pension funds (AP-funds) is not something we have been working closely with 
due to their many differences from other pension funds. Due to our backgrounds as 
economists, we have encountered public pension funds in different contexts but not 
specifically worked with them. The fact that we have not previously worked with the 
AP-funds could pose a potential problem. However, this could also have a positive 
effect as we thus do not have any prior knowledge or experiences which could affect the 
results. Due to this, we have put a lot of effort into study and broaden our knowledge of 
this field.  
 
As we are aware of the risk of accidentally biasing the analysis and outcome of the 
study due to our preconceptions, we are minimizing this risk by keeping a critical mind-
set when conducting the study. Furthermore, as these interviews are conducted through 
telephone meetings there is a possibility that we could affect the respondents themselves 
during the interviews. Due to this, we are continuously reviewing our thoughts and 
preconceptions during the execution of this study.  

2.2 Ontological assumptions 
One of the fundamental elements of a study is to specify the ontological assumptions of 
the study, especially since everyone has their own perception of reality, whether it is the 



8 
 

researchers themselves or the readers (Saunders et al., 2012, p. 130). The ontological 
assumptions specifies in which way the reality is created and what can be considered to 
be real (Saunders et al., 2012, p. 130; Morgan, 2007, p. 57; Long et al., 2000, p. 190), 
and as the ontological assumption, i.e. the perception of what reality is, differs across 
people, there is also a great importance to define the assumptions used in this study in 
order to also decrease the possible confusion, and to improve the overall credibility. 
Commonly understood among researchers, there are generally two ontological 
approaches; objectivism and constructionism (also called subjectivism) (Saunders et al., 
2012, p. 131; Long et al., 2000, p. 191; Bryman & Bell, 2011, p. 20).  
 
The ontological assumption that reality and social phenomena is created as independent 
events, disconnected from the acts of social actors, i.e. human beings, is generally called 
objectivism (Jonassen, 1991, p. 8-9; Bryman & Bell, 2011, p. 21). The objectivist hence 
assumes that the events studied are based on external factors which are independent 
from individual actors’ influences (Jonassen, 1991, p. 8-9; Bryman & Bell, 2011, p. 21). 
The other ontological assumption, constructionism, could, on the other hand, be viewed 
as the opposite of objectivism as it realizes that social actors and their interactions do 
affect the observable reality (Bryman & Bell, 2011, p. 21-22; Weber, 2004, p. v). 
However, several researchers have argued for the great heterogeneity within this area 
which has resulted in several alternative views, many which are incorporating both of 
the above to certain degrees (Long et al., 2000, p. 192; Morgan & Smircich, 1980, p. 
492). What were thus previously two different paradigms, or approaches, are now seen 
as two possible views on a continuum (Long et al., 2000, p. 190). In light of this, and 
due to the focus of this study being how the different sustainability parameters are 
incorporated into the investment process, and what issues and trade-offs are evident due 
to this, we believe that the constructionist view is best suited for answering this research 
question.  

2.3 Epistemological assumptions 
Equally important as understanding the underlying ontological assumption is to 
understand the epistemological assumption. As many scholars have stated, 
epistemology refers to the researchers view of what constitutes as knowledge (Hofer & 
Pintrich, 1997, p. 88; Bahari, 2010, p. 21; Long et al., 2000, p. 190; Collis & Hussey, 
2014, p. 47; Easterby-Smith et al., 2012, p. 21; Saunders et al., 2012, p. 132). According 
to the existing literature, there are several areas of epistemological assumptions 
(Saunders et al., 2012, p. 134; Weber, 2004, p. vi; Bryman & Bell, 2011, p. 15; Bahari, 
2010, p. 22; Tuli, 2010, p. 100). However, there is some ambiguity about how to 
categorize these assumptions. Saunders et al. (2012, p. 134) uses three categories, 
Weber (2004, p. 4) only uses two while Bahari (2010, p. 24) uses a continuum to 
explain these assumptions. However, the main categories which are used throughout 
business research today are positivism and interpretivism (or subjectivism), while 
realism could sometime be seen as a combination of the two (Saunders et al, 2012, p. 
136-137; Bryman & Bell, 2011, p. 16), although this is a very simplified assumption.  
 
To begin with, the positivist assumption clearly defines knowledge as scientifically 
based in what is objectively observed (Tuli, 2010, p. 100, Morgan & Smircich, 1980, p. 
493). Hence, all feelings, religious beliefs, etc. is regarded as untrue and biasing the true 
knowledge. Therefore, the research which is based upon the positivistic assumptions 
will attempt to disregard all subjective information and, thus, only give attention to the 



9 
 

objectively observed truth (Morgan & Smircich, 1980, p. 493). Following this view is 
often the testing of pre-set hypotheses which will either be considered false or not. On 
the other hand, the interpretivist assumptions, which are also called hermeneutics by 
some scholars, could to some extent be viewed as the opposite to positivism (Saunders 
et al., 2012, p. 137; Bryman & Bell, 2011, p. 16; Morgan & Smircich, 1980, p. 493). 
Instead of only giving credit to the objectivism of findings, this approach is often 
including, and giving explanations to, the human thoughts and actions, which will lead 
the study towards more depth in explaining behaviours rather than to only understand 
them (Saunders et al., 2012, p. 137; Weber, 2004, p. vi; Bahari, 2010, p. 22).  
 
Although it is commonly perceived that a positivistic standpoint should be followed by 
a quantitative study, whereas an interpretivist standpoint would be followed by a 
qualitative study (Morgan, 2007, p. 71), this is hardly set in stone (Long et al., 2000, p. 
194-195). Since this study’s research problem aims to find how the Swedish AP-funds 
are incorporating sustainability aspects and parameters into the investment process, the 
issues and trade-offs involved in this, we believe that the most reasonable assumptions 
would be taken from the interpretivist stance. Thus, we are assuming that the human 
nature will be able to affect the knowledge which we will observe.  

2.4 Research approach 
Researchers have divided the research approach into two possible categories which is 
dependent on the philosophical assumptions of the researcher and the overall research 
process, i.e. deduction and induction, which describes the researchers reasoning 
(Morgan, 2007, p. 70; Ketokivi & Mantere, 2010, p. 316; Folger & Stein, 2017, p. 307; 
Eisenhardt & Graebner, 2007, p. 25). According to Bryman & Bell (2011, p. 11) and 
Eisenhardt & Graebner (2007, p. 25) this approach explains the relationship between 
theory and practice. Deduction is generally applied in order to describe the process of 
reviewing the existing theories and knowledge prior to the actual research being made, 
and thus demonstrating a more general concept or theory being applicable to a specific 
case and hence testing the existing theory (Folger & Stein, 2017, p. 307; Ketokivi & 
Mantere, 2010, p. 316; Eisenhardt & Graebner, 2007, p. 25).  
 
In contrast to the deductive approach, the inductive approach begins with the specific 
case of study, which later resolves into a theory generation (Ketokivi & Mantere, 2010, 
p. 316; Eisenhardt & Graebner, 2007, p. 25). Hence, the inductive approach is leading 
to a new theory being developed (Bryman & Bell, 2011, p. 13). However, the discussion 
of including another approach, abduction, has recently been growing. Although 
abduction is somewhat of a combination between deduction and induction, it is far from 
only being a mix of the two. According to Folger & Stein (2017, p. 310), abduction is 
most commonly triggered by a gap in the existing theoretical knowledge which drives 
the researcher towards researching a particular area with the intention to generate new 
theories which would capture this gap. This process of abduction does thus rely on 
deductive and inductive elements, jumping between them with both being equally 
important for the development of the research findings. 
 
Since the purpose of this study is to investigate the current investment process in the 
AP-funds with regards to sustainability parameters and to identify the issues and trade-
offs involved in this process, the most reasonable approach is deduction. According to 
Bryman & Bell (2011, p. 146), the deductive approach has strong connections to the 
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positivist epistemological assumptions and the objectivist ontological assumptions. 
However, due to the foundation of theoretical knowledge which provides the basis for 
this study we argue that the benefits of deduction are far outweighing the benefits of 
induction. Although the current knowledge of the AP-funds’ investment processes and 
the trade-offs and issues involved in the inclusion of sustainability parameter is scarce, 
which could possibly be reason for an inductive approach, we believe that the existing 
theories regarding the investment process, sustainability issues and investment is 
sufficient for explaining and guide this study.  

2.5 Research strategy 
The choice of a research strategy is to some extent a very crucial decision in the 
research process. As Bryman & Bell (2011, p. 26) describes it, research strategy is the 
choice of orientation in which the research will be performed, and which is generally a 
distinction between a qualitative and quantitative strategy. Although many researchers 
claim the choice between qualitative and quantitative research strategy to be the 
decision on the research methods to be used for the study, Morgan & Smircich (1980, p. 
499) emphasises another view in which qualitative and quantitative strategies is an 
approach in itself rather than specific methods or techniques. Thus, they argue, the 
choice of research strategy is not per say appropriate, but instead it is entirely dependent 
upon the nature of the research (Morgan & Smircich, 1980, p. 499).  
 
As mentioned above, research makes a distinction between qualitative and quantitative 
research. However, another possible research strategy is to apply a mixture of these two 
(Creswell, 2003, p. 18; Morgan, 2007, p. 48). Historically, there has been a relatively 
clear distinction between the relationship of the philosophical assumptions which the 
researcher has and the research strategy applied (Morgan, 2007, p. 71). This relationship 
thus connects the qualitative approach to the ontological assumptions of subjectivism, 
the epistemological standpoint of interpretivism, and an inductive approach, with the 
opposite to hold for quantitative research (Morgan, 2007, p. 71). However, Morgan 
(2007, p. 71) also argues for the inappropriateness of this in the majority of cases as a 
qualitative, or quantitative, research strategy rarely is entirely appropriate. Hence, he 
argues for the use of a pragmatic approach in which the process of research goes back 
and forth, containing both qualitative and quantitative elements (Morgan, 2007, p. 71).  
 
A quantitative research strategy is usually applied in order to collect measurable data 
and to be able to analyse this data using statistical methods and to be able to test some 
pre-set hypotheses (Bryman & Bell, 2011, p. 26-27). Contrary, qualitative research is 
most commonly applied in order to describe, explain and understand a specific area of 
interest (Ghauri & Gronhaug, 2010, p. 105). Although the modern school of thought 
claims the choice of research strategy to be mainly dependent on the research question 
(Ghauri & Gronhaug, 2010, p. 105), Edmondson & McManus (2007, p. 1158-1159) 
argues for the appropriateness of the strategy to be heavily dependent on the maturity of 
the research field. Although they clearly state the use of a continuum, they argue for the 
appropriateness of a more qualitative strategy when the field is nascent and very little 
research has been carried out, a quantitative strategy in mature fields and mixed 
methods in intermediate fields (Edmondson & McManus, 2007, p. 1160).  
 
Due to the field of the investment process of funds, including the traditional portfolio 
theory, being rather mature, dating back to the 1950s (Markowitz, 1952, p. 79), and the 
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area of sustainability being relatively nascent, this would suggest the use of a mixed 
strategy applying both qualitative and quantitative elements. However, as the purpose of 
this study is to be able to understand the AP-funds investment processes and to 
understand the issues and trade-offs regarding the sustainability criteria involved and 
not to analyse this statistically, we argue that the most appropriate strategy to use in 
order to answer this research question is a purely qualitative strategy.  

2.6 Research design  
The goal of the research design is stated by Ghauri & Gronhaug (2010, p. 54) as guiding 
the study to use the most suitable methods for answering the research problem. They 
conclude there to be three different research designs to follow, exploratory research 
descriptive research and causal (i.e. explanatory) research (Saunders et al., 2012, p. 171-
172), (Ghauri & Gronhaug, 2010, p. 56-57). They further relate the problem structure to 
the design choice by claiming that for an unstructured problem, the exploratory design 
is the most appropriate, while descriptive and explanatory (casual) designs require 
structured problems (Ghauri & Gronhaug, 2010, p. 56). There are differing features of 
these research designs which is described by Ghauri & Gronhaug (2010, p. 56). To 
begin with, the exploratory research aims at the field which is rather under-researched 
and where the research problem is not understood properly (Ghauri & Gronhaug, 2010, 
p. 56). As this thesis is mainly concerned with the investment process of funds, which is 
a relatively known area of research, the exploratory research design would not prove 
sufficient enough.  
 
The descriptive research on the other hand is more concerned with providing a better 
picture of the current states in the field of study (Saunders et al., 2012, p. 171). This 
design does not, however, give explanations to the causes of the findings (Ghauri & 
Gronhaug, 2010, p. 57). The third, and last, research design alternative is thereby the 
explanatory, or casual, research. As is evident from the name, this type of research 
attempts to explain the studied events and outline some sort of cause-effect explanation 
(Gahuri & Gronhaug, 2010, p. 57). As the purpose of this study is to understand the 
investment processes of the AP-funds’ and the issues regarding the incorporation of 

sustainability parameters, we believe the most appropriate research design to be an 
explanatory research design. Since these funds’ are steered by the regulatory 

environment, this could be one aspect which could affect both their collective and 
individual operations, as well as their approach towards sustainability. Furthermore, as 
mentioned in section 2.5, this study applies a qualitative strategy and in spite of Ghauri 
& Gronhaug (2010, p. 126) which relates the qualitative studies to the exploratory 
design, we argue that the explanatory research design is better suited for this particular 
study. Since the area of sustainability and funds’ investment and management processes 
is not unknown, an exploratory research would be somewhat irrelevant. 
 
Furthermore, to some extent dependent on the choice of research strategy, a number of 
different research methods can be applied (Ghauri & Gronhaug, 2010, p. 107).  
According to Ghauri & Gronhaug (2010, p. 107) defines there are five different 
methods available to researchers; historical review, group discussion, case study, survey 
and experiment. They also state that although some methods might be more or less 
appropriate for certain research strategies, there are no exclusively qualitative or 
quantitative methods (Ghauri & Gronhaug, 2010, p. 107). However, they mark the 
distinction between the methods applied and the techniques used. Following this line of 
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argument it is the techniques, rather than the methods, which is more or less quantitative 
or qualitative (Ghauri & Gronhaug, 2010, p. 107).  
 
Placed in the middle of the qualitative-quantitative continuum is the case study. 
According to Bonoma (1985, p. 203) this method “is a description of a management 
situation” which is most commonly used in exploratory research. However, Ghauri & 

Gronhaug (2010, p. 109) claims the method not to be restricted to this only. As such, 
this study will, with an explanatory research design, make use of a case study in order to 
find answers to the research problem. As stated by Yin (2014, p. 10-11) and Ghauri & 
Gronhaug (2010, p. 109), case studies are commonly used for answering research 
questions which ask why and how a certain event has occurred, which fits well into the 
explanatory research as well (Yin, 2014, p. 147). Since we aim to understand how the 
AP-funds are incorporating sustainability into their investment processes and their 
challenges when investing sustainably, we argue that only using one case would be 
insufficient for understanding all the funds. Since the funds are separate entities which 
operates separately and makes separate decisions, we decided to conduct a multiple case 
study, incorporating all of the four buffer funds in Sweden. According to Ghauri & 
Gronhaug (2010, p. 115), every case within a case study should have a clear 
contribution to the study, which we argue that the four AP-funds does.  

2.6.1 Time horizon 

Establishing the time horizon for the study is also an important part of the research 
process (Ghauri & Gronhaug, 2010, p. 66). According to Saunders et al. (2012, p. 190), 
there are two types of time horizons which can be applicable. For research which is 
studying one specific event or phenomenon in only one point in time, a cross-sectional 
study is used (Bryman & Bell, 2011, p. 53; Ghauri & Gronhaug, 2010, p. 66). Studies 
which instead are taking the changes of time into consideration and comparing results 
collected during several different time periods is longitudinal (Bryman & Bell, 2011, p. 
57; Saunders et al., 2012, p. 190-191). Due to the time restrictions and purpose of this 
study, we conclude it in this case most appropriate to use a cross-sectional study.  
 

 
Figure 1. Summary of our methodological choices. 
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2.7 Quality criteria 
In order for a study to be making a relevant contribution to the current field of research 
it has to be possible to evaluate the quality of the study and assess whether or not the 
findings are reliable and valid. This discussion is held by many researchers, including 
LeCompte & Goetz (1982, p. 31) which states that it is the researcher’s competence in 

displaying the quality and credibility of the study which decides, to some extent, the 
value of the study and its contribution. Therefore, this section is dedicated to the 
measurements of quality which will be used in this study. These measures will then be 
used in the concluding chapter as a tool for evaluating the quality of the study.  
 
According to Bryman & Bell (2011, p. 41) the most important measures of quality in 
research is reliability and validity, which is further strengthened by LeCompte & Goetz 
(1982, p. 31). The concept of reliability often refers to the ability of the particular study 
to be replicated and generating the same, or similar, findings (LeCompte & Goetz, 
1982, p. 32; Bryman & Bell, 2011, p. 41). Validity, on the other hand, is often defined 
as concerning the findings’ accuracy and trustworthiness (LeCompte & Goetz, 1982, p. 

32; Bryman & Bell, 2011, p. 42; Johnson, 1997, p. 282). In addition to this, a great 
amount of scholars have made different categorizations of these measurements. For 
example, LeCompte & Goetz (1982, p. 32) creates both internal and external reliability 
and validity which regards different aspects of the study’s quality (LeCompte & Goetz, 

1982, p. 32).  
 
In this division, external reliability refers to whether the same findings would be found 
in similar settings or not and internal reliability refers to how much the researcher him- 
or herself has influenced the findings and whether another researcher would make the 
same connections or not (LeCompte & Goetz, 1982, p. 32; Bryman & Bell, 2011, p. 
395). The external validity, on the other hand, is concentrated on whether or not the 
findings would hold across different groups and contexts (i.e. the generalizability), 
while internal validity regards the credibility of the findings and whether they are 
representing the reality (LeCompte & Goetz, 1982, p. 32; Bryman & Bell, 2011, p. 
395). However, these measurements of quality are generally applied to quantitative 
research (Ghauri & Gronhaug, 2010, p. 86; Bryman & Bell, 2011, p. 394), leaving the 
measurements of qualitative research somewhat open for interpretations, and thus 
leading to the contrasting views of the evaluation of qualitative studies. Although 
Bryman & Bell (2011, p. 401) claims that a focus solely on reliability and validity for 
determining the quality in qualitative research provides only very little guidance, while 
other researchers such as Ali & Yusof (2011, p. 31) and Johnson (1997, p. 282) claim 
that these measures can prove to be useful even in the case of qualitative research.  
 
According to Bryman & Bell (2011, p. 395), there are four alternative criteria which is 
commonly used for evaluating qualitative studies; credibility, transferability, 
dependability and confirmability, and which has a strong connection to the original 
(more quantitative) qualitative measures. Credibility, similar to internal validity, is as 
the name implies concerned with the credibility of the findings (Bryman & Bell, 2011, 
p. 396; Miles & Huberman, 1994, p. 278), and researchers can ensure this by, for 
example, be very explicit in how the data is collected and verified (Ali & Yusof, 2011, 
p. p. 37). The transferability then, being in line with the external validity, refers to 
whether the findings of the study would apply to other contexts, and thereby, be of 
relevance for other researchers’ future studies (Bryman & Bell, 2011, p. 398; Miles & 

Huberman, 1994, p. 279). According to Saunders et al. (2012, p. 194), the researchers’ 
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main tool for satisfying this criteria is to give the reader an opportunity to make his or 
her own judgements of the transferability.  
 
Furthermore, the research’s dependability is defined by Bryman & Bell (2011, p. 398) 
as the findings’ ability to be observed at other periods of times as well as detailed 
records of all research phases are being kept. The findings must thus prove consistent 
over time in order to be dependable (Miles & Huberman, 1994, p. 278). Moreover, 
Bryman & Bell (2011, p. 398) further explains the last criteria to be the confirmability 
of the research. Due to the nature of qualitative research being very interpretive, there is 
a risk that the researcher will include too many of his or her own personal values and 
assumption into the findings which could lead to biased results (Bryman & Bell, 2011, 
p. 398; Miles & Huberman, 1994, p. 278). Therefore, in order for this criterion to be 
met, the researcher has to ensure the objectivity being held and not letting the personal 
assumptions stand in the way.  
 
In addition to this, Johnson (1997, p. 284) defines three different types of validity which 
are useful for qualitative quality assessment; descriptive, interpretive and theoretical, 
which can be seen as an addition to the internal and external validity. To begin with, the 
descriptive validity refers to the truthfulness of the researcher (Johnson, 1997, p. 284) 
and is thus reflecting on the thought of whether this really happened or not or if the 
researcher was lying. On the other hand, interpretive validity refers to whether the real 
and underlying meaning of the participants’ answers were really understood or not 
(Johnson, 1997, p. 285), and the theoretical validity refers to whether there is any 
theoretical knowledge to back up the findings (Johnson, 1997, p. 286).  
 
In accordance with the Bryman & Bell (2011, p. 395), Miles & Huberman (1994, p. 
278-280) and Johnson (1997, p. 284), we will thus evaluate the quality of this study 
using the seven criteria discussed above, as proposed by these authors, in the quality 
assessment in the concluding chapters of this study. We also believe that having these 
criteria in mind during the execution of the study will provide a better understanding for 
the possible biases, and will improve the overall quality of the research.  

2.8 Sources of data 
In the process of conducting this study we will be using several different sources of 
data, including both primary and secondary data. Anything from email conversations to 
public reports such as annual statements could be defined as secondary data (Saunders 
et al., 2012, p. 307; Ghauri & Gronhaug, 2010, p. 90). However, primary data is still 
defined by both as sources which are being collected for the specific research in mind 
(Saunders et al. (2012, p. 304; Ghauri & Gronhaug, 2010, p. 99). In this study we will 
be reviewing the AP-funds’ annual statements and reports and although we do collect 

this information for the sake of the study, we have chosen to view this as secondary data 
in accordance to Ghauri & Gronhaug (2010, p. 90), mainly due to the reports 
themselves not being written with the purpose of our study in mind.  
 
This study will, thus, be based on both primary and secondary data. The primary data 
will be generated through semi-structured interviews with the AP-funds and the 
secondary data that will be used are mainly organizational reports such as the annual 
statements. Furthermore, we will be using several scientific articles in order to create 
the theoretical framework which will be guiding the research. Since we are both 
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students of Umeå University, we have access to several databases containing scientific 
journals. Hence, the databases which we use most frequently are Business Source 
Premier (EBSCO), Wiley, SAGE, Retriever Business and Springer Journals. Some 
further articles were also found through some searches in Google Scholar. The 
keywords used in the search for articles have been including: SRI, ESG, fund 
investment, investment process, sustainable decision-making, screening, and public 
pension funds.  

2.8.1 Source criticism 

In order to provide a thesis of high quality, the sources used in the literature review have 
to keep a certain standard and Saunders et al. (2012, p. 70-71) even claims it to be an 
essential part of a study. Therefore, we have put much effort into trying to make sure 
that only the original sources are being used, and no second hand references. The main 
reason for this is that although the second hand references might be trustworthy, it is 
written with another purpose in mind, making different connections and relations which 
could also be based in the other authors underlying values. Furthermore, every source 
that was included in the thesis was evaluated with regards to their credibility and 
reliability. Mainly in order to be able to include as many aspects of the problem area as 
possible we also decided to include different definitions related to sustainability into the 
search for sources. Since the purpose of this study is to investigate the AP-funds’ 

inclusion of different sustainability criteria into the investment process and whether 
there are any trade-offs and difficulties related to this, we used both the concepts of SRI, 
ESG, TBL and sustainability in the study.  
 
Related to this, Ejvegård (2009, p. 71-73) identifies four different criteria which make 
up for a good source; independence, authenticity, concurrency and whether it is 
relatively up-to-date (referred to as the freshness of the source). According to the 
requirement of independence, it is always preferable to use the original source whenever 
possible (Ejvegård, 2009, p. 71). However, we notice that it is not always possible to 
find the original sources due to the fact that the researchers might only have access to a 
limited number of articles or databases. But, as we have been able to collect the original 
sources in the cases where second hand references have occurred, we believe that we 
are satisfying this requirement. Furthermore, the authenticity requirement aims to 
identify and minimize the use of incorrect information (Ejvegård, 2009, p. 71), and 
since a majority of the articles used in this study have been peer reviewed and the books 
have been written by well-established authors, we argue for this requirement being 
fulfilled as well.  
 
The freshness requirement, on the other hand, places the emphasis on the impact of time 
in the sources (Ejvegård, 2009, p. 72). For older sources, there is a possibility that the 
facts stated in the articles have changed and developed, leading to biases in the basis of 
knowledge of the research. Since there has been a rapid development of sustainability 
and an increasing emphasis on this area, developments might have been made which 
could provide some skewed information. However, in order to avoid this as much as 
possible, we have made an attempt to evaluate the articles used to some extent, based on 
when it was written. Although Ejvegård (2009, p. 72) claims that sources conducted 
closer in time are somewhat better than older sources, we argue that this might not 
always be the case. Since many of the theories constituting the theoretical framework of 
this thesis are well-established and deeply rooted in business research, they often date 
back to the 1950s or 1960s. Although there are articles and research concerning these 
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theories which are relatively new, they do not necessarily reflect the purpose of this 
study. As such, consulting the original sources could often provide a better 
understanding of the theory, without the assumptions and conclusions made by other 
researchers.  
 
Lastly, the concurrency requirement places an emphasis on the importance of 
conducting the specific research in the point in time of occurrence (Ejvegård, 2009, p. 
72). This requirement is especially important for qualitative research, when the data 
collected is dependent on individual stories and reflections. In contrast to quantitative 
research and the use of numerical data, this study is using interviews, and is thereby, 
relying greatly on the respondents’ memory and perceptions of things. To overcome this 

issue, we are interviewing the current employees of the funds, which also have a great 
insight and knowledge in the current operations within the organisations.  
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3. Theoretical framework 

The incorporation of sustainability in fund management is gaining increasing attention, 
and currently there are three different types of methods used for investing sustainably. 
These methods include positive and negative screening, shareholder advocacy (or 
engagement) and community involvement. However, these methods do not state how the 
different aspects and parameters of sustainability are incorporated into the investment 
process. In this chapter, we are thus presenting the theories which lay the foundation 
for this study.  

3.1 The Swedish pension system 
In 1998, there was a major pension reform taking place in Sweden (Hagen, 2017, p. 42). 
This reform created the current pension system which we are using today. In contrast to 
the old pension system, this new pension scheme would be based on several different 
parts; however, the largest difference was the change from a defined benefit plan (DB) 
to a defined contribution plan (DC) (Hagen, 2017, p. 41). Due to the 15/30 rule in the 
ATP system, which was the system in place between 1960 and 1998 (Hagen, 2017, p. 
38), the retirees were granted 60% of the weighted average of their income during their 
“best” 15 years (Hagen, 2017, p. 39). However, they were required to have been 

working for a minimum of 30 years.  
 
Today, however, the workforce instead has to pay a total of 18.5% of their income each 
month towards their pension savings (Hagen, 2017, p. 42). Out of these 18.5%, 16% 
will go towards the current retirees, while the remaining 2.5% goes towards the 
individual accounts (i.e. the premium pension) (Hagen, 2017, p. 43; Sundén, 2009, p. 
1). Additionally, the Swedish pension saver also has the opportunity to receive 
occupational pension from their employer, as well as to make individual savings. Due to 
this, the Swedish pension system could be presented as a system with three parts as can 
be seen in Figure 2. The base consists both of the non-financial defined contribution and 
the individual account (Hagen, 2017, p. 42-44; Sundén, 2009, p. 1; Swedish Pension 
Agency, 2016a). The middle part represents the occupational pension which is 
contributions made by the employer (Swedish Pension Agency, 2017b), while the top 
represents the savings made individually (Swedish Pension Agency, 2016b). As this is a 
pay-as-you-go (PAYG) pension system, the 16% collected by the workforce is 
distributed directly to the retirees of today (Hagen, 2017, p. 43; Swedish Pension 
Agency, 2017a). 

 
Figure 2. The Swedish pension system. 

Source: Swedish Pension Agency (2016a). 
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In order to remain the financial stability of this system, six national pension funds (i.e. 
the AP-funds) were established, where five of these (i.e. the buffer funds) were 
supposed to manage the surplus and deficits created in the system over the years 
(Swedish Pension Agency, 2017a). One of the six funds, AP7, is part of the individual 
accounts and is thus not a buffer fund (AP7, n.d.). Additionally, AP6 is the one buffer 
fund which only invests in non-listed companies and is not open for any further 
investments or withdrawals at the moment (AP6, n.d.). Thus, the remaining buffer funds 
are, AP1, AP2, AP3 and AP4. In 2001, there was another reform, creating the legal 
environment for the AP-funds (Bengtsson, 2008, p. 972; Renneboog et al., 2008a, p. 
1728; Hoepner & Schopohl, 2016, p. 4). Although the law of National Pension Funds 
(AP-funds) (SFS 2000:192) (sw.: Lagen om allmänna pensionsfonder (AP-fonder)) 
itself only requires the funds to maximize returns, the preparatory work of this law 
states that the funds should attempt to incorporate sustainability and ethical aspects.  

3.2 Sustainability as a concept 
In order to be able to analyse the investment process of the funds from a sustainability 
perspective, there needs to be an understanding of what sustainability actually means. 
Today, several different sustainability definitions and concepts exists which does make 
the process more difficult. Due to it being a vastly spread concept, most people have an 
underlying understanding of what sustainability means. However, more often than not, 
these underlying understandings are varying quite extensively across people. 
Sustainability to some might mean the environmental aspects, while to others it might 
be the ethical aspects. Although this creates difficulties across many areas, it could 
create major hardships for funds attempting to incorporate sustainability into their 
investment process. In spite of the many competing definitions of sustainability, there 
has ever since the 1980s been one definition which has been one of the most used 
concepts. This is the so called Brundtland definition, coined by Gro Harlem Brundtland 
(1987, p. 41) in the World Commission on Environment and Development (WCED) in 
1987 as “sustainable development is development that meets the needs of the present 
without compromising the ability of future generations to meet their own needs” (Glavic 

& Lukman, 2007, p. 1884).  
 
Although being the most used concept there is on sustainability, it has some major flaws 
as well. It is a very general definition which makes its applicability somewhat more 
difficult. This is particularly evident as, more often than not, the discussion of 
sustainable investments regarding financial investments, instruments and pension 
savings evolves around the ethical aspects of sustainability. Although it is of vital 
importance to consider the companies’ ethical work, it is of equal importance for them 

to consider the environmental aspects as well.  
 
However, we are beginning to see a transition towards a usage of what is called the 
Triple Bottom Line (TBL). In 2015, there was a study conducted which found that 
many of US funds are using the TBL approach in their investments (Jayashankar et al., 
2015, p. 6). In opposite to the general term of sustainability, the TBL approach gives 
equal weight to the three pillars of sustainability; the environment, the ethics, and the 
economy (Elkington, 1998, p. 37; Kucukvar, et al., 2014, p. 2). And in spite of being a 
useful way of defining sustainability, it is not by any means replacing the overarching 
definition of sustainability. On the contrary, it is more complementary than competing. 
For fund managers using this approach in their effort of implementing sustainability 
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into the process, the TBL approach might prove to be a good tool as to develop good 
fund management practices. Furthermore, funds often use the term ESG when 
discussing sustainable investments. As this includes a view on environmental, social 
and governance aspects, we argue that this also serves as a useful concept in the further 
parts of the study. Thus, when referring to sustainability in the proceeding work we will 
imply the TBL approach and the ESG to be an underlying part of the concept.  

3.3 Funds’ SRI methods  
According to Delmas & Blass (2010, p. 246) there are three methods in which asset 
managers are implementing Socially Responsible Investment (SRI) into their funds. 
First of all, and probably one of the more well-known methods, is the screening of 
companies. This method includes a process of identifying the relevant companies, 
analysing them from a sustainability perspective, and making a decision based on this 
analysis (Kemp & Osthoff, 2007, p. 909). Furthermore, the shareholder advocacy, also 
known as shareholder activism, is widely used by funds today as a way to steer the 
companies towards more sustainable activities (Wen, 2009, p. 310). Lastly, funds also 
have the possibility to indulge in community involvement and thereby contributing to 
the societal goods (Renneboog et al., 2008a, p. 1729).   

3.3.1 Positive and negative screening 
Although there are a number of different types of screening methods the funds can use, 
these can roughly be divided into two categories; positive and negative screening 
(Renneboog et al., 2008a, p. 1728). According to Renneboog et al. (2008a, p. 1728) and 
Lee et al. (2010, p. 352), the negative screening method is the most widely used by 
funds today, although a majority of funds are using some kind of combination of the 
two (Renneboog et al., 2008b, p. 306). The negative screening method contains several 
different criteria which the funds can choose to apply or not (Renneboog et al., 2008a, 
p. 1728). In a report, the Social Investment Forum (2006, p. 8) defined some of the most 
used negative screening criteria as being tobacco, alcohol, gambling, defence/weapons, 
community impact, environment, labour relations and human rights (Lee et al., 2010, p. 
352). In addition to this, Renneboog et al. (2008b, p. 303) and Capelle-Blancard & 
Monjon (2014, p. 498) state that most commonly, the funds choose to avoid investing in 
certain industries such as the so-called “sin stocks” (i.e. gambling, pornography, 

tobacco and alcohol). Then, after having chosen the criteria to follow, the funds set up a 
system of identifying the relevant companies within their portfolios (Renneboog, 2008a, 
p. 1728) and are thereafter excluded from the portfolio (Kempf & Osthoff, 2007, p. 909; 
Renneboog et al., 2008b, p. 306; de Graaf & Slager, 2009, p. 72; Statman & Glushkov, 
2009, p. 33; Lee et al., 2010, p. 352).  
 
On the contrary to negative screening, positive screening involves the identification of 
companies which are performing better according to some pre-defined criteria such as 
the environment and human rights (Kempf & Osthoff, 2007, p. 909). This is the general 
understanding of positive screening and the Social Investment Forum (2006, p. 4) 
defines positive screening as being “based on the principle that investors actively seek 
to support companies whose social and environmental records are consistent with good 
corporate citizenship.” Renneboog et al. (2008a, p. 1728, 2008b, p. 307) also states that 
positive screening is usually combined with some type of “best-in-class” evaluation in 

order to select the best-performing companies within each industry. This implies that 
even a company within an industry commonly perceived as non-environmentally 
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friendly and high in pollution, could be selected due to its lower pollution amount that 
other comparable firms.  
 
During the past years, there has been a growth in studies searching for the answer to 
whether or not SRI does have any effect on the funds’ performance. In 2005, Bauer et 

al. (2005, p. 1766) performed an analysis of the performance of several ethical funds 
during the years between 1990 and 2001. They came to the conclusion that any 
performance differences between the ethical and the non-ethical funds were practically 
non-existent. However, they do see and underperformance of the ethical funds in the 
beginning of the 1990s, which they claim is due to the inexperience of these funds 
(Bauer et al., 2005, p. 1766). On the contrary, Kempf & Osthoff (2007, p. 921) found 
that funds which applied a long-short strategy against SRI rated stocks would receive a 
higher abnormal return than other funds. This abnormal return would be dependent on 
the fund’s purchases of stocks with high SRI ratings, while selling the ones in the 

portfolio which had the lowest SRI rating (Kempf & Osthoff, 2007, p. 921).   
 
Although Bauer et al. (2005, p. 1766) concluded that there were no major differences, 
Renneboog et al. (2008a, p. 1740) claimed in a more recent study that funds with an SRI 
approach actually performed worse than their comparable conventional funds. In 
addition to this, Lee et al. (2010, p. 368) found that the number of screens made by the 
fund does not have any effect on the fund’s unadjusted return. However, they do find 

that the performance decreases when a certain method is used to analyse (Lee et al., 
2010, p. 368). Additionally, they see a relationship between the number of screens made 
and the risk of the portfolio. Thus, they claim that instead of receiving a higher return 
for the increased number of screens the fund’s systematic risk is being decreased, 

leading to a decreased total risk (Lee et al., 2010, p. 368).  
 
These findings are further examined by Humphrey & Lee (2011, p. 533) which comes 
to the conclusion that it is the positive screens which will lead to decreased risks, while 
the negative screens are in danger of having less diversification. Otherwise, they say, 
there are no major differences between investing in SRI funds or not (Humphrey & Lee, 
2011, p. 533). In an even more recent study by Capelle-Blancard & Monjon (2014, p. 
515), however, they argue that the exclusion as a result of negative screening will 
decrease the performance of the funds, while the positive screenings will not show any 
difference on performance. In accordance to Humphrey & Lee (2011, p. 533), Capelle-
Blancard & Monjon (2014, p. 515) also finds that the negative screens will reduce the 
diversification of the portfolio and thus also reduce the performance. Similar to previous 
studies, Halbritter & Dorfleitner (2015, p. 35) finds no difference whatsoever in the 
performance between funds which are applying an ESG measurement and those that are 
not.  
 
Although having differing results, these studies points towards the negative effects 
negative screening could have on both fund performance and risk. As the majority of 
the funds today which are applying an SRI approach are primarily using this as a tool to 
identify unwanted companies in their portfolios and not positive screening, a question 
arises as to whether this actually be the best strategy. According to the existing 
literature, positive screening seems to lead to lower risks while negative screening leads 
to less diversification. Thus, it is easy to jump to the conclusion that funds should only 
use positive screenings. However, studies also show the use of a combination of SRI 
methods. While the above mentioned studies only focus on the effect on screening 
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alone, other studies have focused on the combination of screening and shareholder 
advocacy for example, which does give different results. 

3.3.2 Shareholder advocacy 

Schueth (2003, p. 190-191) describes shareholder advocacy as being actions taken by 
investors in order to affect a company’s management and decision-making, such as 
voting and engaging in a dialogue. According to Hamilton & Eriksson (2011, p. 44) 
there are two different concepts that are currently being uses as to describe shareholder 
advocacy. The first term, shareholder activism, refers to the conflicting interests 
between company managers and their shareholders (i.e. the funds), which traditionally 
regards the governance issues present in companies and where the shareholders tries to 
affect the managers’ decisions (Hamilton & Eriksson, 2011, p. 44; Gillian & Starks, 

2000, p. 276; Becht et al., 2009, p. 3126; Smith, 1996, p. 227). The other concept 
however, shareholder engagement, could be described as a modification to shareholder 
activism in the sense that it tries to influence the portfolio companies to improve in the 
same way. However, according to Hamilton & Eriksson (2011, p. 44-45), the difference 
lies in the inclusion of different sustainability aspects. This implies that the funds which 
are using the shareholder engagement are actively trying to influence the companies’ 

decision-making into becoming more sustainable.  
 
In the existing literature, shareholder engagement is sometimes called corporate 
engagement as well. An example of this is Clark & Hebb (2004, p. 148) which defines 
corporate engagement in the same way as Hamilton & Eriksson (2011, p. 44) defines 
shareholder engagement. Similar to many studies in the field, Clark & Hebb (2004, p. 
148) explains that the motives for funds engaging in these types of activities are the 
possibility of increasing the firms’ performance. They also conclude that pension funds 
are making a transition from only giving thought to the short-term returns into the long-
term value (Clark & Hebb, 2004, p. 163). However, they also stress an importance of 
including “best-in-class” screenings into this as this would provide a better long-term 
value for the fund (Clark & Hebb, 2004, p. 163).  
 
In contrast, Hoepner & Schopohl (2016, p. 25) concludes that in order to drive the 
change in the direction funds want, they have to rely on a combination of both 
exclusionary screens and shareholder engagement. This would include an engagement 
in certain companies within the portfolio while excluding the companies which are not 
responding well to this. Additionally, Clark & Hebb (2005, p. 2028-2029) understands 
that the reason behind why funds might choose to exercise their power is to reduce the 
reputational risks. There is a reputational risk facing funds when investing in companies 
which are acting against the funds values (Hamilton & Eriksson, 2011, p. 54). Clark & 
Hebb (2005, p. 2028-2029) also reasons that the improvement in environmental 
performance after having engaged in shareholder advocacy is not due to the engagement 
per say. Instead, they argue, the improvement is only a bonus which is received in 
addition to the goal of reducing the risks (Clark & Hebb, 2005, p. 2028-2029).  

3.3.3 Community involvement 

According to Schueth (2003, p. 191), community investing refers to a funds’ allocation 

of assets to lower-income communities which are at a higher risk and thus have 
difficulties receiving capital in other channels. Usually, a percentage of the investment 
returns are allocated into community development programs which has the aim to create 
more financial stability for people and businesses in the more disadvantaged 
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communities (Schueth, 2003, p. 191). As a result of this, the funds are supporting the 
creation of a more stable community with an increased number of jobs and houses that 
are affordable for example (Schueth, 2003, p. 193). However, this term does not capture 
the whole picture with charitable donations made by the funds, or the investment in 
companies which are contributing more to their community. Therefore, the term 
community involvement, which is not as widely discussed in the existing literature, 
would provide a better explanation. This term instead includes the donations, 
community sponsorships and educational programs which are being used as well 
(Renneboog et al., 2008a, p. 1729).  

3.3.4 The AP-funds’ sustainability strategies 

After having conducted several interviews with the AP-funds, Hamilton & Eriksson 
(2011, p. 57) developed a model which described the different types of influence 
strategies the AP-funds were involved in. The model in Figure 3 describes the 
relationships between the nature of the action (i.e. direct or indirect) and the intensity of 
this action (i.e. high or low). The direct approach implies that the fund is approaching 
the firm directly, without middle-hands, while an indirect pathway would be the 
opposite of this (Hamilton & Eriksson, 2011, p. 57). Hamilton & Eriksson (2011, p. 57) 
argues that the resulting four categories are a good description of the different ways that 
the AP-funds are mainly choosing to operate. Firstly, the exclusion of companies from 
the portfolio is the option the funds choose when they want to influence the company 
directly, but at the same time being as little involved as possible (Hamilton & Eriksson, 
2011, p. 58). The next direct approach, although with a high level of involvement or 
interaction, involves the engagement with the company which often results in long-
lasting dialogues until there is a resolution to the problem (Hamilton & Eriksson, 2011, 
p. 57).  
 
When the funds instead want to avoid direct interaction with the firms, they might 
choose to use some kind of third party to put pressure on the company (Hamilton & 
Eriksson, 2011, p. 57). However, equal to the direct approach, the indirect approach has 
two different paths. Either the fund will use a low level of interaction, which will result 
in some type of proxy voting, or a high level of interaction, which will result in an 
investor coalition (Hamilton & Eriksson, 2011, p. 57-58).  
 

 
Figure 3. The AP-funds’ strategies to influence portfolio companies. 

Source: Hamilton & Eriksson (2011, p. 57). 
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When conducting their study, Hamilton & Eriksson (2011) were including four out of 
the five buffer funds; AP1-4, but also the option available in the premium pension; AP7. 
As all of the AP-funds included in their study did not make use of the same strategies, 
the model is slightly affected by this. According to their findings, the main influence 
strategy used by AP7 is exclusion (Hamilton & Eriksson, 2011, p. 49), as opposed to the 
other funds which was mainly using engagement (Hamilton & Eriksson, 2011, p. 51).  

3.5 The investment process 
Although portfolio construction is often described as buying different exposures to 
certain attributes of a security (Hallerbach et al., 2004, p. 523), there is a more complex 
structure and process of the matter. As was found by Markowitz (1952, p. 79; 1959, p. 
3), portfolio construction is not simply the identification of desirable attributes or 
characteristics of a specific security. Instead, he found, one needs to choose a portfolio 
in which the highest expected return is reached given the risk (variance) the investor is 
willing to take, or alternatively, where the minimum risk (variance) is reached for a 
given expected return (Markowitz, 1952, p. 82, 1959, p. 129; Elton & Gruber, 1997, p. 
1744). Following this will result in the so-called efficient frontier which would be the 
most desirable portfolio construction. As all of the securities within a portfolio co-vary 
it is important that the investor pays special attention to this as it could possibly lead to 
a better portfolio given the investor’s preferences (Elton & Gruber, 1997, p. 1744).  
 
The portfolio theory founded by Markowitz (1952, p. 82; 1959, p. 6) is the basic 
foundation for a great part of what is currently being used today when it comes to 
portfolio construction (Elton & Gruber, 1997, p. 1744). Using this as a basis for further 
developments, many researchers have attempted to describe the process in which 
investors are involved in whilst managing their fund portfolio. This has resulted in a 
great heterogeneity in the area with regards to describing the process. In the 1990s, 
Spronk & Hallerbach (1997, p. 114) defined the general decision-making framework of 
the investment process as containing four distinct steps. Firstly, a list of all the 
alternatives possible should be available. Then, the alternatives have to be scrutinized 
with regards to the cash flows and other relevant measures. Thirdly, the market price 
should be found for all of the alternatives by using different valuation theories, and 
lastly, the portfolio with the largest market value will be chosen (Spronk & Hallerbach, 
1997, p. 114).  
 
After having established this general framework, Spronk & Hallerbach (1997, p. 116) 
continues to develop their own framework for non-average investors, i.e. a framework 
which includes the individual investor’s tastes and personality. This framework also 
contains four steps, although they are including security analysis, portfolio analysis, 
portfolio selection, and preference analysis (Spronk & Hallerbach, 1997, p. 116). This 
framework is pictured in Figure 4. In the first step, security analysis, the investor needs 
to identify the securities which are available and define the relevant attributes of these 
opportunities which are usually objective and standardized, as is why they are placed 
within the economic environment (Spronk & Hallerbach, 1997, p. 116). Secondly, the 
portfolio analysis includes the process in which the investor identifies a number of 
different efficient portfolios which are available to choose from, which then results in 
the best portfolio being chosen in step three, portfolio selection (Spronk & Hallerbach, 
1997, p. 116). The actual portfolio decision of the investor is dependent on the 
personality and characteristics of that specific investor which is evident in the area 
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decision environment in Figure 4 (Spronk & Hallerbach, 1997, p. 116). As the 
individual investor has their own set of preferences and goals, the portfolio decision 
made might differ quite much between different investors.  
 

 
Figure 4. Global scheme of the investment process.  

Source: Spronk & Hallerbach (1997, p. 116). 
 
Although Spronk & Hallerbach (1997, p. 116) do not touch upon the specific process of 
investing sustainably, their framework can still be useful for this purpose. As the goals 
of the investor is based in the decision environment, Spronk & Hallerbach’s (1997, p. 

116) framework would suggest that the SRI criteria would be based only in this step. 
Thus, by applying this framework on socially responsible investments, the attributes 
which are specific to these securities are lost as they are not given any weight in the 
security analysis. Instead, Hallerbach et al. (2004, p. 519) has developed another, more 
specific, framework which is pictured in Figure 5.  
 
This framework includes SRI into all of the different steps of the process. According to 
Hallerbach et al. (2004, p. 523) the investor’s portfolio choice will reflect his or her own 

preferences. As the investor chooses the attributes, he or she can thus include the 
relevant SRI attributes into the analysis (Hallerbach et al., 2004, p. 523). However, 
these are by no means a fixed set of attributes. Instead, the characteristics which the 
investor perceives as relevant now could change in the future due to changes in his or 
her preferences or the learning effect of handling these types of investments (Hallerbach 
et al., 2004, p. 523). Out of the characteristics the investor has chosen, he or she will 
then select a portfolio. According to Hallerbach et al. (2004, p. 523), the first approach 
is to attempt to calculate the different exposures of the portfolio towards the attributes. 
Based on the investors preferences, he or she will aim for either maximizing or 
minimizing these exposures. However, it is very difficult, and might even be 
impossible, to reach the optimal level on every characteristic which leads to a trade-off 
(Hallerbach et al., 2004, p. 524). Thus, instead of the perfect mixture of all attributes 
being set, the investor will decide the minimum level for each of the attributes and then 
gather information about each of the possible set of portfolios in order to see whether 
these minimum requirements are met (Hallerbach et al., 2004, p. 524-525).  
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Figure 5. Framework for selecting a SRI portfolio. 

Source: Hallerbach et al. (2004, p. 519). 
 
Unless one of these portfolios is chosen, another possible course of action is to specify 
what characteristics or attributes should be improved, i.e. for which attributes to raise 
the minimum level, until the optimal portfolio based on his or her requirements are met 
(Hallerbach et al., 2004, p. 525). In this way it is thus possible to incorporate 
sustainability criteria into the investment process. However, these characteristics and 
attributes are per say non-financial and very often based on subjectivity which has been 
faced with some criticism as well. Glac (2008, p. 44) posed his scepticism towards the 
incorporation of non-financial measures into the process with the argument that it is 
contradictory to portfolio theory. However, although the inclusion of non-financial 
measures does make the entire process more complicated and time consuming it also 
makes the analysis more extensive due to the inclusion of other attributes and variables 
which, in the end, contributes to the finding of an optimal portfolio.  

3.5 Agency theory  
The theory which covers the issues regarding the ambiguous objectives of different 
social actors are commonly referred to as agency theory (Eisenhardt, 1989, p. 58; Jensen 
& Meckling, 1976, p. 309). This theory is generally used in firm management theory 
and generally refers to the corporate shareholders (principal) and the corporate 
management (agent) (Roberts, 2005, p. 251; Shavell, 1979, p. 66). However, it can be 
applied to various other contexts, including the public pension funds (Johnson & 
Greening, 1999, p. 567; Hoskisson et al., 2002, p. 699; Roberts, 2005, p. 255). The most 
common agency problem is usually attributed to the self-interest of individuals, which 
leads to issues regarding management and decision-making since both parties are 
interested in maximizing their own utility (Shapiro, 2005, p. 266). Although many 
researchers have strived to come up with a solution to this problem, the one established 
solution is the separation of ownership and control which is argued for by Fama & 
Jensen (1983a, p. 323; 1983b, p. 331). However, in addition to this, Eisenhardt (1989, p. 
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61) defines two areas in which agency theory applies; moral hazard and adverse 
selection.  
 
The risk of moral hazard in the principal-agent relationship stems from the lack of 
appropriate motives for the agent to make an effort to meet the principal’s goals and is 

especially evident in organizations in which the agent’s activities are less transparent 

(Eisenhardt, 1989, p. 61). Since the AP-funds are relatively transparent in their 
operations regarding their investment policies established by the government, the 
Ethical Council and themselves, this moral hazard risk could be decreased. However, as 
their exact processes for inclusions and exclusions of sustainable firms in relation to 
other parameters are somewhat unclear and not explicitly expressed, there is a risk of 
the moral hazard being magnified. According to the regulation, the AP-funds’ main 

objective is to obtain as large returns as possible, while giving some weight to 
sustainability issues. However, there are very few possibilities to fully see and have an 
overview of all the choices made. This is also closely tied to the second area mentioned 
by Eisenhardt (1989, p. 61), adverse selection, which refers to the issue of information 
asymmetry. This problem is more specifically connected to the AP-fund managers 
having more or less free hands regarding the management and specific investment 
decisions made within the fund. Although the investments made in the funds are 
official, other factors relevant to the governance of the funds are somewhat more 
difficult to access. Furthermore, this issue is also evident in the fund-company 
relationship.  
 
According to Akerlof (1970, p. 489), the underlying assumptions behind the problem of 
information asymmetry is the lemons problem. In the example by Akerlof (1970, p. 
489), a car seller has an arbitrary amount of knowledge about the quality of the car 
compared to the buyer, mainly due to experience. Thus, the car may either be a good car 
or a bad car (lemon). However, although this example involves cars and lemons, the 
issue of asymmetric information can easily be applied to asset management. In the study 
by Eichberger et al. (1999, p. 138), the fund owners are the principals while the agents 
thus are the fund managers. Although this would be correct in many cases, the AP-funds 
require another approach. Instead, the agents in the case of the AP-funds could be both 
the firms within the portfolios or the funds themselves with the fund managers or the 
governing entity as the principals. Since the companies within the portfolio have 
additional information about their operations, an issue of adverse selection arises which 
is especially evident in companies’ incorporation of CSR. In order for investors to gain 

information about the firms’ CSR operations, certain criteria needs to be established and 
followed (Rhodes, 2010, p. 147). Rhodes (2010, p. 149) further argues for an improved 
usage of the CSR information gathered in order to increase the SRI in funds. As an 
answer to this, Lopatta et al. (2016, p. 482) found that firms’ improved inclusion of 

CSR activities decreased the information asymmetry. In addition to this Siew et al. 
(2016, p. 442) found that the increased focus of ESG in funds further decreased the 
information asymmetry.  
 
Furthermore, agency theory also applies to the issues that arise when the principal and 
agent have ambiguous perceptions of risk (Eisenhardt, 1989, p. 58). Historically, the 
risk reducing activities used by the majority of funds is large diversification, giving less 
concern to the ability to impact the individual firm’s decisions (Fama, 1980, p. 295). As 

public pension funds are generally more focused on long-term investments, partly 
dependent on the nature of their investments and their inability to conduct large 
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financial moves, they are also more concerned with the risks of their investments 
(Johnson & Greening, 1999, p. 567). Thus, these type of funds form additional ways to 
decrease the perceived risk of their investments. In addition to diversification, the AP-
funds actively attempt to affect the individual firms’ decisions and with the growing 

awareness of sustainability threats to corporate risk, sustainability is increasingly 
incorporated in the evaluation of risk.  
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4. Research method 

As an important part of the study, this chapter will provide an insight as to what 
research methods are being used in the study. Based on a qualitative multiple case 
study, we are using semi-structured interviews for our data collection. These findings 
will also be triangulated using the information gathered in the official documents of the 
funds. Furthermore, we will transcribe the data, which will facilitate the thematic 
analysis which will be used for analysing this data.  

4.1 Data collection process 
The first step taken in the data collection process was to set the limits for the scope of 
the research to be conducted and to determine the sample to be interviewed. After 
having determined the scope of the research, and later the sample, the access to the 
previously established sample needs to be considered. Lastly, we decided on what 
method to use in order to collect the required data.  

4.1.1 Scope of research  

Due to the purpose of this study being how the AP-funds are incorporating 
sustainability into the investment process and whether there are any issues and trade-
offs related to this, the findings will be based on the responses collected from the 
employees of the Swedish national pension funds. The reason for specifically choosing 
the AP-funds for this study is due to their different nature compared to other funds. As 
SRI and sustainability is such an important aspect of today’s investments, and due to the 

fact that these funds are managing very large sums of money, we believe that it is 
important to understand the processes they are applying when investing. Additionally, 
as they are very different from other types of funds, we wanted to accommodate for the 
possibility that there could be differences between these. Thus, the scope of the research 
is restricted to four out of the six AP-funds; AP1-4. The reason for this exclusion of 
both AP6 and AP7 from our study is because they are very different from the remaining 
four funds. First of all, AP7 is one of the funds available in the premium pension 
system, while the other funds are buffer funds. This makes AP7 vastly different from 
the other five funds, and since the purpose of this study focuses on the buffer funds in 
Sweden, AP7 could not be included. Second of all, being one of the buffer funds, AP6 
could possibly have been included into the study. However, this fund is also different 
from the other funds since it does not have any inflow or outflow of capital, making it a 
closed fund. Additionally, it does only invest in unlisted companies, making the 
investment process somewhat different.  

4.1.2 Sample selection 

The next step was to determine the appropriate interviewees for the study. Due to the 
nature of the study, the respondents had to possess great knowledge of the funds 
operations and investments as well as the overarching goals and guidelines. According 
to Saunders et al. (2012, p. 261), Bryman & Bell (2011, p. 176) and Onwuegbuzie & 
Leech (2007, p. 106) a researcher can choose between two general sampling methods; 
probability sampling and non-probability sampling. As probability sampling involves 
choosing respondents through randomization in order to be able to generalize the 
findings to the whole population (Bryman & Bell, 2011, p. 185; Ghauri & Gronhaug, 
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2010, p. 148; Saunders et al., 2012, p. 262), it is more specifically related to quantitative 
research. However, as this is a qualitative study it is more relevant to choose a non-
probability sampling method (Bryman & Bell, 2011, p. 176; Ghauri & Gronhaug, 2010, 
p. 148). Hence, this is the method we have used for selecting our sample.  
 
In order to receive relevant answers from all of the respondents as well as to increase 
the number of respondents, we decided to use a snowball sampling method. According 
to Goodman (1961, p. 148) and Bryman & Bell (2011, p. 192-193) the approach of 
selecting the relevant people for a research is called snowball sampling, meaning that 
the researcher contacts a number of people, which then provides contact information to 
other relevant respondents. This sampling method was also chosen due to the 
representability of the responses. As the interviewees in our sample were very 
knowledgeable in the field, we believe that they could provide us with better and deeper 
information than other respondents sampled through probability methods, would have 
done, which is further strengthened by Johansson-Lindfors (1993, p. 95). In order to 
receive as representative and reliable answers as possible, we also wanted to interview 
several employees from each AP-fund holding different responsibilities. The aim was to 
acquire at least two respondents from each fund; one involved with more strategic 
decisions and another involved in the operational decision-making.  
 
Thus, we will use snowball sampling in spite of Bryman & Bell’s (2011, p. 193) claims 

that snowball sampling methods does not provide a sample which is relevant enough to 
draw general conclusions to the population. Since the respondents in the sample have 
more specific knowledge about the chosen research area, we receive more relevant 
responses, and as the population for this study are considerably small, we argue that this 
still is the most appropriate sampling method for this study. This will, in turn, lead to a 
more relevant and trustworthy study.  

4.1.3 Access 

After having established the sampling method, we needed to access the relevant 
respondents (Bryman & Bell, 2011, p. 277). Although making use of personal contacts 
are a very good and effective way of gaining access to the sample (Saunders et al., 
2012, p. 219-220), this was not an option for us since we did not have any personal 
networks connected to the AP-funds. Therefore, in order to find the relevant 
respondents for our research, we began by searching for contact information of the AP-
funds’ webpages as well as general information about how they were structured. 
Thereafter, we contacted each of the AP-funds by telephone, explaining our criteria for 
the respondents. The choice of contacting the funds through telephone was dependent 
on the probability of receiving a response in a timely manner. We also perceived the 
probability of receiving a negative answer from the initial contact be significantly 
higher if we would have made the first approach through e-mail.  
 
During the initial telephone call we explained that the respondents had to be well 
informed about the investment process, aware of the standards of how sustainability is 
treated within the fund and that the interview would take approximately one hour. The 
initial aim was a minimum of eight interviewees; two from each AP-fund. From the 
initial contacts with the funds, we received e-mail addresses and telephone numbers to 
other relevant respondents. Thus, we sent an e-mail to all of them explaining the 
purpose of the study and asking them whether they would like to participate or not. 
Since many of the interviewees had a very hectic schedule, we only managed to collect 
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a total of six respondents from three of the four AP-funds. However, we argue that this 
is still a large enough sample to be able to conduct the study, and to be able to draw 
relevant conclusions. As these funds have a relatively small number of employees, this 
amount of interviews will provide us with sufficient responses in order to draw our 
conclusions. Additionally, the aim was to receive respondents working in different areas 
of the fund. However, due to the respondents’ wish to remain anonymous, and these 

funds being rather small in terms of employees, the exact occupation of each respondent 
will not be revealed. However, in a majority of the cases, the aim of interviewing people 
responsible for different areas and different decision levels within the fund was fulfilled.  

4.2 Data collection 
For the purpose of this study we have chosen to rely on a qualitative data collection 
using semi-structured interviews. Additional information has been found in the funds’ 

annual statements and additional reports, as well as academic journals. Thus, we have 
been able to use a certain amount of triangulation of the results in order validate the 
responses.  

4.2.1 Semi-structured interviews  
As previously mentioned in the paper, we have chosen a qualitative multiple case study 
using interviews since we believe that this is more suitable for our study. According to 
Holme & Solvang (1997, p. 99), using interviews provides a chance to gain a deeper 
understanding, an opportunity to ask additional questions that are more open and ask 
follow-up questions if found necessary. However, according to Saunders et al. (2012, p. 
374) and Ghauri & Gronhaug (2010, p. 126) there are several types of interviews which 
a researcher can use. The interview can be structured with pre-set response choices, 
leaving no room for additional information, follow-up questions or the interviewees’ 
own reflections (Ghauri & Gronhaug, 2010, p. 126; Bryman & Bell, 2011, p. 466). 
While this is conducted as an interview, it has more in common with a survey since it 
does not provide room for answers other than the pre-defined ones in order to minimize 
the biases which can arise from interviews (Saunders et al., 2012, p. 374).  
 
The unstructured interview instead, lies on the other end of the spectrum and in contrast 
to the structured interview; this type of interview is considered more informal (Saunders 
et al., 2012, p. 375). According to Bryman & Bell (2011, p. 467), the researcher 
conducting this type of interview will only be guided by a list of topics discussed during 
the interview, which will be more similar to a conversation, and although this will allow 
more depth into the study it will be difficult to execute within the timeframe we have. 
The last interview type is the semi-structured interview, which according to DiCicco-
Bloom & Crabtree (2006, p. 315) is the most common approach in qualitative data 
collection. This type of interview could be seen as a mixture of the two previously 
mentioned types as although it has pre-set questions to follow in an interview guide, 
there is room for follow-up questions and the respondents’ own formulations and 

thoughts (Bryman & Bell, 2011, p. 467). In order to be able to capture the depth and 
heterogeneity as well as the respondents’ own reflections we chose to use a semi-
structured interview. With this, we developed an interview guide which provided 
guidance during the interview, but also enabled further exploration of topics discussed 
during the interview which were not covered by the interview guide (Saunders et al., 
2012, p. 386).  
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Since the AP-funds are located in the southern parts of Sweden and we are conducting 
the study in Umeå, face-to-face interviews in person were excluded as an option. Thus, 
we were choosing between conducting the interviews face-to-face on Skype or using 
telephone as alternatives, which would both save us time and money (Musslewhite et 
al., 2007, p. 1065; Bryman & Bell, 2011, p. 488). As face-to-face interviews are more 
common in semi-structured interviews (Sturges & Hanrahan, 2004, p. 108), our first-
hand choice was to hold the interviews in Skype, but since the interviewees only had the 
professional “work-Skype”, which we did not have, we ended up holding the interviews 
on the telephone instead. However, Sturges & Hanrahan (2004, p. 115) argues for the 
use of telephone interviews as yielding comparable results to face-to-face interviews, 
suggesting that it was a viable option to use. Additionally, Bryman & Bell (2011, p. 
489) and Knox & Burkard (2009, p. 568) suggest that a researcher should choose the 
approach which is the most practical and appropriate for the study.  
 
Although face-to-face interviews would have provided a visual presence both of us and 
the respondents (Irvine et al., 2013, p. 89), the telephone interviews does provide a form 
of anonymity with the interviewees since there are no visual contacts, which could be 
beneficial as well. According to Musslewhite et al. (2007, p. 1066), this anonymity 
could lead to the researcher impacting the responses less and more answers being made. 
In spite of this, telephone interviews are generally thought of as being more difficult as 
it is easier for the respondents to end the interview in advance, leading to shorter 
interview times (Bryman & Bell, 2011, p. 489; Irvine et al., 2013, p. 100). Due to this, 
and the fact that the interviews easily can lose their focus, the interviewer has to be very 
well prepared for the interview in order to manage this.  
 
As the quality of phone calls, and the recordings of these, can vary extensively we 
wanted to ensure the quality, reliability and dependability of the findings (Bryman & 
Bell, 2011, p. 473). Therefore, an English summary of the interview was sent to all of 
the interviewees. As well as to avoid translation issues, this gave them the possibility to 
check their answers and to see whether there had been any misinterpretations along the 
way. Following this, there were some of the respondents who chose to add to their 
original statements with additional information.  

4.2.2 Interview guide  

An interview guide is, according to Bryman & Bell (2011, p. 467) and Saunders et al. 
(2012, p. 386), very often used as a tool for carrying out a semi-structured interview 
since it gives a certain amount of purpose and direction to the questions. Thus, based on 
the purpose of this study and the theoretical framework described in the previous 
chapter, we developed our own interview guide which we used during the interviews. In 
order to facilitate a good flow during the interviews, this interview guide was developed 
in such a way that it followed a logical structure and contained a relatively simple and 
comprehensible language, which is advocated by Saunders et al. (2012, p. 386). In order 
to gain the most from the interviews we sent the interview guide to the respondents in 
advance, giving them some time to read and prepare their answers (Bryman & Bell, 
2011, p. 473). Bryman & Bell (2011, p. 473) argues for this as it gives the participants 
the opportunity to be well prepared for the interview. We argue that this also could 
contribute to more information being revealed during the interviews as well since they 
have thought of the topic in advance of the interview. Since all of the interviews were 
held in Swedish, the interview guide which was sent to the respondents was written in 
Swedish and can be found in Appendix A. In order to facilitate the readers’ 
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understanding of our translations, and ability to make their own judgements, the English 
translation of the interview guide can be found in Appendix B.  
 
Since the interviews will be analysed thematically, described in depth in section 4.5.1, 
we divided the questions into different themes based on the research question, the 
purpose of the study and the theoretical framework, which can be seen in Figure 6. The 
first major theme identified was the fund structure, aiding the understanding of further 
strategic and operational decision. The second theme identified was the investment 
process and management which would provide an understanding of how the funds’ 

current investment processes and management of the portfolios in general looks like, 
and how this is tied to sustainability. Lastly, the third theme we identified was the 
sustainability, digging into the question of how the three different aspects of 
sustainability are incorporated in the investment process, and the issues and trade-offs 
embedded in this. Following this, several sub-themes were identified in order to create a 
more specific theme structure. The sub-themes connected to the first identified theme 
were the fund structure, organisational goals, strategic decisions, and operational 
decisions. Furthermore, connected to the investment process and portfolio management, 
we identified investment methods, and portfolio management and follow-up. Finally, 
the sub-theme of the sustainability theme is the different sustainability aspects, issues 
and trade-offs, and exclusions.  
 

 
 

Figure 6. Thematic network.  
 
Since Bryman & Bell (2011, p. 263) emphasises the importance of incorporating 
questions from previous studies in order to increase the credibility, the questions created 
have been inspired by the works of Hamilton & Eriksson (2011) and Hoepner & 
Schopohl (2016). In addition to this, a number of questions were developed in order to 
gain an overall knowledge of the funds and to be able to make comparisons between the 
funds and to conduct triangulation with the findings in the official reports. Lastly, all of 
the questions have been formulated as open-ended in order to minimize the possible 
biases and researcher involvements in the answers (Bryman & Bell, 2011, p. 255-256), 
and since we aimed to create an in-depth conversation with the interviewees we tried 
our best to remain as neutral in our tone as possible when asking the questions.  

4.2.3 Official documents 
Since there is a certain requirement of transparency on the AP-funds, there is some 
amount of information on their webpages and in their annual statements. Since these 
types of documents could provide additional information useful for the study, we rely 
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on triangulation to find inconsistencies and similarities across our findings. Thus, 
annual reports from 2016 from all of the included AP-funds and the Ethical Council 
have been reviewed in order to support our interview findings. However, we need to 
bear in mind that this data was not initially generated for the purpose of this study; 
hence, all of the data had to be evaluated for its importance before it was incorporated 
into the study. Additionally, the process of triangulation would further validate the 
relevance of the data.  

4.3 Conducting the interviews  
According to several researchers, the first few minutes of the interview is the most 
crucial to the following interview and the researcher should always begin with 
explaining the purpose of the study in order to build trust before beginning asking the 
questions (Ejvegård, 2003, p. 52; Saunders et al., 2012, p. 389). Thus, although the 
respondents had received an explanation of the study during the initial phone call and 
from a later e-mail conversation, we tried to follow this advice and had a brief 
description of the study as a reminder. Apart from this, each interview begun with us 
asking the participants whether or not we could record the interviews. As the AP-funds 
is the national pension funds in Sweden, all of the respondents were Swedish whereas 
we chose to hold all of the interviews in Swedish. Moreover, since the participants are 
Swedish, the likeliness of them to participate and feel comfortable in doing so increases 
when the interview is held in their native tongue instead of in their second language. 
Secondly, we believe that the answers received would also be more in-depth in 
comparison to having held the interview in English.  
 
Prior to the interviews, we estimated the duration of the interview to approximately one 
hour which was also communicated to the participants. However, although this proved 
to be correct in some of the interviews, other tended to be shorter. The length of every 
interview can be seen in Table 1. Due to some of the participants’ occupation, they had 
a very limited timeframe wherein we could hold the interview. Although this could lead 
to less depth in the interview, we argue that the inclusion of these interviews still would 
contribute to the heterogeneity of the responses. Since the respondents had different job 
assignments, they also had different insights into the fund. Therefore, these shorter 
interviews were used as both confirmation of the longer interviews, and a source for 
additional information. In order to further decrease the biases that are possible during an 
interview, we phrased each of the questions in an open-ended style which gives each 
participant the opportunity to use his or her own words (Saunders et al., 2012, p. 391), 
leading to a more reliable data. 
 
According to Saunders et al. (2012, p. 223), another source of bias in interviews is to 
neglect the interviewees’ wish to remain anonymous, which could possibly lead to 
untruthful answers. Thus, in order to increase the trustworthiness of the respondents’ 

answers we ensured that the interviewees’ names would not be mentioned and the 

occupation of each respondent will not be revealed. Additionally, the individual 
respondent’s answers would not be able to trace to the fund in question since the funds 

would also be anonymous. Lastly, after having conducted the interviews, we enabled 
the interviewees to read through an English summary of their answers in order to spot 
any misinterpretations, translation errors and so forth.  
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Table 1. Summary of interviews.  
Respondents Interview time Interview date 
Respondent A1 31:20 minutes April 18, 2017 
Respondent B1 59:20 minutes April 19, 2017 
Respondent B2 30:43 minutes April 24, 2017 
Respondent B3 39:49 minutes May 9, 2017 
Respondent C1 58:24 minutes April 21, 2017 
Respondent C2 24:06 minutes April 21, 2017 

4.4 Transcribing and data processing  
Due to the large amount of data collected through the interviews in audio recordings we 
needed to process this into written text in order to make the process of analysis more 
straightforward (Saunders et al., 2012, p. 550). In order to do so, we went through the 
tedious and time consuming work of transcribing all of the interviews. In spite of the 
time it takes to transcribe this amount of data, the process ensures a better understanding 
and sense-making of the data (Saunders et al., 2012, p. 550). Furthermore, Bryman & 
Bell (2011, p. 482) claims that this process of transcribing the interviews enables more 
attention to be focused on the interviewee as the researcher is assured that the generated 
data will be transcribed at a later time and does not need to take extensive notes by his 
or her own. An additional benefit of transcriptions is that the researcher can devote his 
or her full attention to the content of the answers, making it easier to formulate more 
exact and relevant follow-up questions (Bryman & Bell, 2011, p. 482).  
 
Since all of the interviews were held in Swedish, the transcriptions were made in 
Swedish as well. After all interviews had been transcribed, the answers used for analysis 
in the empirical findings were translated into English. We are aware of the risk of 
possible biases stemming from translation errors, however, this did facilitate the 
respondents’ use of own expressions and reflections which we regard important for the 

reliability of the study. Hence, when translating the interview answers into English, we 
aimed for a translation which would emphasise the correct and underlying meaning of 
the sentences and statements, as opposed to a word-by-word translation where the true 
meaning of the answers are lost. However, when doing so we tried to remain as 
objective as possible and not draw our own conclusions about the underlying meaning 
in this stage of the process.  
 
Finally, the transcribed material made it possible for us to revisit the content of the 
interviews, enabling a more in-depth data analysis. We revisited the appropriateness of 
the themes established in the beginning and found them to be accurate. Thus, the 
content of the interviews were categorised according to these themes and sub-themes, 
guiding the understanding and evolvement of the understanding of the data.  

4.5 Data analysis  
There are a few methods for analysing the extensive amount of data that is gathered 
throughout the qualitative research process (Bryman & Bell, 2011, p. 579). Although 
there is a lack of clear and standardized method for structuring the empirically gathered 
data in qualitative research (Saunders et al., 2012, p. 556), the thematic analysis is the 
most widely used analysis method for qualitative data (Bryman & Bell, 2011, p. 571), 
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and will be used for the analysis of our collected interview data. Moreover, the data 
collected from the official reports and documents will be analyses with the use of an 
ethnographic content analysis as this will facilitate the understanding of the great 
complexity of the research area and enable us to triangulate the data.  

4.5.1 Thematic analysis 

The thematic data analysis method has been argued to be both a very flexible (Braun & 
Clarke, 2006, p. 78; Clarke & Braun, 2017, p. 297), and independent way of analysing 
qualitative data (Vaismoradi et al., 2013, p. 400). As the underlying aim for the thematic 
analysis is to identify themes found in the data and to code this data to fit in the themes 
(Saunders et al., 2012, p. 557-558), this method of analysis is often described as 
identifying the patterns which are embedded within the data in order to make sense of 
and analyse the data (Braun & Clarke, 2006, p. 79). Braun & Clarke (2006, p. 79) also 
argues for the thematic analysis not being specifically tied to any methodological 
approaches, which thus enables the use of thematic analysis in a variety of different 
studies. Additionally, as the thematic analysis is a very broad and general term within 
analysis, it could be seen as somewhat of a mixture between several different methods 
of analysis within qualitative research (Attride-Stirling, 2001, p. 386-387). As this will 
enable us to develop our understanding of the different dimensions present in the AP-
funds’ incorporation of sustainability into the investment process, we decided to use 
thematic analysis as the tool for analysing our collected data.  
 
Attride-Stirling (2001, p. 386) explains the basic foundations of thematic analysis as a 
network of several themes which are summarized in order to facilitate the analysis. She 
further argues for the ability of these networks to explain the research problem at hand 
rather than to solve a conceptual issue (Attride-Stirling, 2001, p. 387). Moreover, she 
makes a distinction between thematic networks and thematic analysis where the former 
is a tool for organising and the latter for shedding light on the different embedded 
themes (Attride-Stirling, 2001, p. 387). There are also different levels of themes within 
the thematic network. Attride-Stirling (2001, p. 388) structures the network as 
beginning by having several, smaller, basic themes embedded in a few organizing 
themes which, in turn, is embedded in one large global theme. Relating this to this 
study, we will define the basic themes as the different sub-themes presented in Figure 6. 
Moreover, the main themes presented in Figure 6 will correspond to the organizing 
themes, leaving the global theme to be the area of sustainable investments. The 
arguments for using this way of structuring the data are that it will facilitate the 
identification and understanding of the data as well as to aid the structuring of the 
results and put them in relation to the theoretical framework.  

4.5.2 Ethnographic content analysis 
In order to analyse the data we collect from the official documents and reports, such as 
annual reports, we will be using triangulation, which has been described as “an 
important aspect of case study” mainly in order to avoid tunnel vision (Verschuren, 

2003, p. 131). Bryman & Bell (2011, p. 397) defines triangulation as the use of several 
different sources of data in order to study a social phenomenon and to provide the 
findings with a higher confidence. Thus, in order to validate the results from the 
interviews, and to create a more in-depth analysis, we analyse the content of the official 
documents in the AP-funds using a content analysis. However, Altheide (1987, p. 66) 
makes a distinction between quantitative content analysis and ethnographic content 
analysis. For qualitative research, the ethnographic content analysis will provide an 
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ability to generate data through a variety of different sources, including documents and 
interviews in order to understand the message of communication (Altheide, 1987, p. 
68).  
 
Since content analyses provide a method for analysing a heavy amount of qualitative 
data in written form (United States General Accounting Office, 1989, p. 6), the 
ethnographic content analysis will provide us with a good guideline for conducting the 
analysis of the data collected from the official documents (Altheide, 1987, p. 68). More 
specifically, the ethnographic content analysis will provide a tool for analysing the 
incorporation of sustainability parameters into the AP-funds’ investment processes and 

what types of issues they identify. Due to the flexibility of ethnographic content 
analysis to let the data collection flow naturally and adaptable, it is a good complement 
to the thematic analysis as we, throughout the process of analysis, will remain open for 
emerging themes. Since the annual reports analysed contained many different areas of 
information, not related to this research area, we decided to focus on the relevant 
information connected to sustainability and investments while disregarding other 
irrelevant information. Furthermore, we categorized the collected data in the same 
themes as identified in Figure 6 and the section above in order to generate a more 
reliable analysis of the subjective interview data.  

4.6 Ethical considerations 
According to Bryman & Bell (2011, p. 128) a continuous evaluation of the researchers’ 

actions are vital for the creation of an ethical study and could improve the research 
quality. Although increasingly recognised as an important part of the research process, 
it is an often overlooked part (Ghauri & Gronhaug, 2010, p. 20). Thus, the ethical issues 
which can occur between the participant and the researcher must be evaluated and 
incorporated into the research in all of its steps, including the preface, the data 
collection, and the analysis (Bryman & Bell, 2011, p. 128; Ghauri & Gronhaug, 2010, p. 
21). Furthermore, Bryman & Bell (2011, p. 124) defines four ethical stances which a 
researcher can choose when conducting research; universalism, situation ethics, ethical 
transgression is pervasive and anything goes. Since we argue that ethical wrongdoings 
will significantly harm the research, we are following a universalist ethical stance, 
meaning that all ethical misconduct should be avoided (Bryman & Bell, 2011, p. 124).  
 
Generally within research, there are four large ethical issues which should be avoided. 
According to Bryman & Bell (2011, p. 128) these four issues regards the harm to the 
study’s participants, the inadequacy of informed consent, too intrusive researchers 

leading to an invasion of the participants’ privacy, and deception. Although this study 
does not entail any physical harm to the participants since it is performed through 
telephone interviews, harm to participants could be found in other facets such as mental 
stress, embarrassment and future career opportunities (Bryman & Bell, 2011, p. 128). 
Hence, in order to minimize the risk of harming our participants, it is important to be 
honest and trustworthy. Thus, we strived for not forcing the participants to provide 
quick answers, and to ensure transparency. Moreover, we informed all of the 
participants that the final study would be official and publicly accessible. As important 
as it is to avoid harm, it is to ensure that the participants have provided us with an 
informed consent. This refers to the act of giving the participants all the information 
they need in order to fully understand the objectives of the study and what they agree to 
in advance of the data collection (Bryman & Bell, 2011, p. 133). This also includes that 
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the information that is gathered is given on a voluntary basis and that the participants 
are not forced to participate or to give us any information. In order to overcome this 
issue, we explained the objectives of the research on the initial contact made, and during 
the introductory part of the interviews. In addition to this, the Swedish version of the 
interview guide was sent to the interviewees in advance of the interviews, giving them a 
chance to read the questions and partly knowing what kind of information we desired.  
 
However, we did identify one possible threat to this in our study. As Bryman & Bell 
(2011, p. 133) identifies the recording of interviews as a possible issue regarding the 
informed consent, we asked the interviewees whether or not we could record the 
interview before we began the interview. As the purpose for recording was only to 
facilitate the transcription and analysis of this study, this was also communicated along 
with an assurance of not spreading the recordings further. A further issue described by 
Bryman & Bell (2011, p. 136) is the invasion of privacy. To minimize this issue, we 
tried to remain as flexible as possible regarding the timing of the interviews; hence, we 
let the interviewees decide the interview time freely. Furthermore, we let the 
interviewees receive a summary of their answers to enable them to provide the 
information of their choice and to avoid misconceptions. Lastly, deception, i.e. the lying 
to the participants about the objective of the study, was minimized by expressing the 
objectives of the study both orally during the initial contact, and written in an e-mail 
conversation.  
 
In addition to this, Ejlertsson (2014, p. 32) defines four different requirements for which 
a researcher has to fulfil in order to perform an ethical research; information, utilization, 
consent and confidentiality. However, some of these requirements are closely tied to the 
four issues discussed by Bryman & Bell (2011, p. 128). Firstly, the information 
requirement requires the researcher to inform the research participants about the 
objective of the study and to enable the respondents to choose for themselves whether 
or not they would like to participate (Ejlertsson, 2014, p. 32). This could be closely 
related to the issue of informed consent since the respondents then should be informed 
and give their consent to participate. Furthermore, Ejlertsson’s (2014, p. 32) 

requirement of consent also requires the participants to voluntarily accept to participate. 
Thus, as aforementioned regarding the informed consent given by the participants, we 
consider both the information and consent requirement to be fulfilled.  
 
As explained by Ejlertsson (2014, p. 32), it is equally important for the researchers of a 
study to ensure the right utilization of the data. Thus, the data collected from the 
interviews can only be used for the purpose of our study. Since the use of the collected 
data for other purposes could increase the harm put on participants, this could contribute 
to the increase of deception experienced by the respondents. By ensuring that the data 
will be used for this study only, we will to some extent manage the issue of deception. 
Furthermore, the requirement to maintain confidentiality is closely related to the 
anonymity of the respondents (Ejlertsson, 2014, p. 32). It is difficult to provide 
complete anonymity to the respondents in this case due to the nature of this study. As 
the scope and delimitations of this study is known, the participating funds are not 
anonymous per say. However, in order to ensure adequate anonymity we will make the 
participating funds internally anonymous. Hence, in order not to be able to draw 
conclusions about which fund made which statement, we do not use the AP-funds’ real 

names in the empirical analysis. Instead, the funds are called A, B and C, without any 
internal order, making it difficult to assume what AP-fund is called fund A, and so 
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forth. Moreover, as only three out of the four funds are participating in this study, this 
further contributes to the anonymity as the readers have no way of knowing which fund 
is not participating. Lastly, since the number of employees within each fund is very 
limited, we need to pay close attention to their personal anonymity as well. Thus, to 
further ensure anonymity of these respondents, we do not disclose their names, gender, 
age or occupational descriptions. Although we did ask for their job descriptions during 
the interviews, this was only to ensure their appropriateness for the study at hand, and 
not in order for this information to be disclosed in the study, which we also told the 
participants.  
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5. Empirical findings 

5.1 Fond structure 
In order to first gain an overview of the structure of the funds interviewed, the 
interviewees were asked to describe their organisations’ overarching structure and the 

different strategic and operational decisions which are made in the fund. These 
questions were asked prior to any other questions in order to provide a basis for 
understanding the general structure of the funds and their upcoming answers.  
 

5.1.1 Organisational structure and goals  

The respondent in fund A, A1, explained the organisation to have a CEO with an 
overarching responsibility of the fund, “we have a CEO and that’s maybe a little 

different. We are a public authority and then maybe you usually have an agency head or 
a director general, or whatever it’s called, but we don’t, we have a CEO.” Furthermore, 
“we have several support functions, i.e. communications and HR, legal, economy. Then 
we also have the asset management, and within this, a small part of the assets are 
managed by external managers.” When discussing the organisational goals of the fund, 
the respondent in fund A answered “what controls the funds is an AP-funds’ law which 

says that we have to maximize long-term returns and doing that at low risk to pension 
disbursements. But then it says in the preparatory work of the law that we also have to 
take into account the ethics and environment, but without sacrificing the overall goal of 
maximizing returns. With a proactive approach to environment, ethics and corporate 
governance is the way to secure the goal of a solid risk-adjusted return on investment.”  
 
According to respondent B1 in fund B “we look like the other AP-funds, I would say. 
There is a board which is appointed by the government, and the fund’s management 

group consists of a CEO, which has received quite a large assignment by the board to 
manage both the fund management and the asset management. Then, there is a vice 
CEO which is also CIO (Chief Investment Officer). This person bears the full 
responsibility to manage the strategic management; however, the CEO still bears the 
overall responsibility. Then, parallel with the asset manager, the CIO, there is a CFO 
(Chief Financial Officer) and a CRO (Chief Risk Officer), which is one and the same. 
He looks at how well we stick within the existing frame of investment rules; how we are 
allowed to invest the money, that we are following the laws, not break any limits. We 
are not allowed to invest too much, well; they make the decision regarding how we can 
manage the capital within the frame for stocks, credits, and currencies etc. So it is a 
large regulatory system. Then of course, the AP-funds’ law, the Law of National 
Pension Funds (AP-funds), is a huge part. It governs our whole operations. It is crucial, 
I mean, it is not any regulatory framework, but it is governed by law.” 
 
Regarding the funds goals in terms of sustainability, the respondent said “since 2001 
when the fund came we did not have these questions on the agenda, but this has 
changed over the years.” Finally, the respondent told us that “we have regular meetings 
with the asset managers about the companies in the risk zone, and sectors that are bad. 
It could be about having detected corruption or pollution in a company, or the view on 
weapons in the world for example. We have many educations and information meetings 
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like this with the managers, and sometimes we have lecturers that are specialists on 
sustainability come and talk. For example, only about a month ago, we had a key figure 
from [company name] here talking about water and their water treatment area. This 
created many aha experiences for our managers when they understood that if we do not 
manage the water issue in the world, this will have enormous consequences for the 
success of individual firms.”  
 
Additionally, another respondent in fund B, B2, said “they have divided it, so that the 
vice CEO and CIO is the manager for fund management and asset management. You 
could divide the fund into two parts really; administration and asset management. The 
asset management consists of beta management where different criteria and guidelines 
are carried out and restricts the operations according to the guidelines. Then, there is 
also an alpha management. The alpha management consists of people who take 
decisions about different positions and which is not dependent on the market 
development; you should be able to receive a return regardless of whether the market 
goes up or down. This should be completely separated from the beta. Then, we have 
external management which is owned by our external managers, such as hedge funds, 
index funds. We also have alternative investments, real estate, private equity and 
illiquid investments. That is how I would describe it.”  
 
The other respondent in fund B, B3 said “we have an asset management which is 
divided into different risk classes. We have Beta management, Alpha management, 
Alternative investments, External management, and Portfolio risk management 
(portfolio strategy). If we look at the beta management, we have Equities both internally 
and externally. Fixed income is internally managed, stocks are both internally and 
externally managed, alternative investments are basically managed internally. We have 
a team of managers but the assets (PE, timberland, infrastructure property (both funds 
and directly owned)) are managed by third party. We also have external managers for 
our private equity investments.” When talking about the fund’s sustainability work the 

respondent said “sustainability is a constant development process with a number of 
different areas and it means different things for different actors. For us, it means that 
we should be long-term value-creators, not only in one part. The universal owner 
perspective and our sustainability work thus mean that we should live up to the existing 
requirements. This means that we should not make, or we have the ambition not to 
make, investments that are contributing negatively to the environment, or have from a 
sustainability perspective negative impact or consequences, or to not influence the 
investments we do make. And we do this in different ways; we screen our portfolio, we 
make exclusions, and we have a great commitment, not only within the fund, but 
through the different agreements and dialogues we have with the companies in order to 
push them into becoming more sustainable.”  
 
Furthermore, respondent B3 said “sustainability is a growing process, but it is also a lot 
about positive and negative risks in terms of how this affects our return. So, even though 
it says in the law that we should think about the environment, it is subordinate to the 
goal to maximise the returns. But if we look at this from an ethical perspective, and how 
this affects our portfolio; the exposures we have on different levels, there is a time 
horizon for when these risks will affect the portfolio. Then we look at in what ways we 
can protect ourselves and counteract these risks in our portfolio. But this is something 
which has developed with the availability of data, and we have become better at 
estimating and measure these risks and its impact on our portfolio. Sustainability is 



41 
 

about risks, both on the downside and upside (opportunities, renewables, new 
technology etc.).”  
 
To the questions regarding the organisational structure and goals respondent C1 in fund 
C answered, “we have to create higher returns to a low risk.” Regarding the question of 
whether there had been any changes in the area of sustainability within fund C, 
respondent C1 said “yes, definitely. If I put it like this, in 2001 we got our new 
investment rules and the whole pension system was reformed. That is when [the fund] as 
it is today was created. But before this reform we did not do anything regarding 
sustainability. It was not a part of our mission and I would like to say that it was not 
something that the society thought about at all. So at that time it was nothing, and then 
the reform came. […] So when the funds got this on their tables in 2000, we had to 

scratch our heads a little; ‘what does this mean for an AP-fund? What does this mean 
that we should do?’ So we have definitely seen a great development in both ourselves, 
but also in the market as a whole. […] In our case, we engage and try to affect the 

companies which we did not do before. And in the investment process, we have the same 
kinds of investments on this side too but [sustainability] was not a part of the investment 
decision from a systematic point of view until about 2014.”  
 
Respondent C1 also said “we had this information about problems happening in the 
companies before too. We had knowledge of this when we made our investments then. 
The difference is that then we would only say ‘okay this is a company that has had some 

accidents’, but it was not more than that. The reason for this is that our investment 

strategy by that time was to over-/underweight stocks compared to a benchmark, 
meaning that we had all stocks in the benchmark in our portfolio. Then in 2011 we 
acquired our databases with analyses on firm level in order to be able to have more 
information to base our investment decisions on. So it began with having information 
about this and has developed into being used more and more, so yes there have been 
many changes. But this does not only apply to us; there has happened really much on 
the Swedish market during the last two years. I mean, if you would have talked to me 
about this five years ago, I would probably have sighed and said ‘oh my god, we are far 

from an ideal picture’. We are still far from an ideal picture that one would perhaps like 

to see, but there are no deep sighs either, and I mean my colleagues are moving fast and 
making many suggestions about what we can do to improve.”  
 
About the organisational goals, respondent C2 said that “it says in the AP-funds’ law 

that we should invest, I don’t know how they express it but the returns is first priority 

and if one don’t sacrifice the returns one can take other aspects into consideration as 
well.” Respondent C2 further explained, “one of our investment assumptions is that we 
believe that a greater focus on sustainability could provide a higher return and/or lower 
risks.” When talking about whether there had been any changes in how the fund works 
with sustainability over the years the respondent said “I would actually say that the way 
we are managing the portfolio it is somehow like the emperor’s new clothes when these 

term appear, because it has always been important to be careful to consider all of the 
aspects that are affecting the value of the company. Before all of this talk about ESG 
and sustainability you had to follow this. If you have companies that have coal mines 
and that wants global warming, or you have an oil company that finds oil and takes it to 
the market in rationed form, it is very important to understand how things are 
developing in the world; how high will the new taxes be? How do politicians want to 
run this? And in what respects are companies exposed to these factors? That it later got 
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the name sustainability does not matter, but it does not mean that anything has changed 
for us. We have always had to take every aspect that could be reflected in the value into 
account, and compare this to the price in order to try to make good investments. […] In 

my point of view, if you are a long-term investor, you have always had to think about 
these things.”  

5.1.2 Strategic decisions 

Interviewee A1 said, “Ultimately, the board is responsible for the strategic decisions.” 

The respondent in fund A also emphasised their incorporation of sustainable 
investments into the whole fund. “Within [the fund] we have a sustainability, well you 
could say strategy, but we don’t want to call it a sustainability strategy since it’s a part 

of the asset management strategy. We call it our prioritised focus areas within 
sustainability.” Later on, the interviewee explained “we have a number of investment 
beliefs. One of these is, for example to be a responsible asset owner, and by being a 
responsible asset owner and investor values can be protected and created.” 

Furthermore, the respondent said “we do make business plans where every part of the 
asset management does their own business plan which always includes one section of 
sustainability issues, at least one part. They make a suggestion which we decide on 
within the fund management. So they [the asset managers] do it themselves you could 
say, the overall strategy and how they will run it. Then we, who works with 
sustainability, can be support. We see ourselves as internal consultants. We support 
them and can add competence to the fund about sustainability.” 
 
In fund B, interviewee B1 said, “one could say that everything which has to do with 
investments is governed by an overall strategic plan which is tied to the fund’s overall 

goals. We have a goal to achieve X% yearly return on the invested capital which we 
have exceeded every year since the beginning in 2001.” Moreover, “there are overall 
strategic plans, and then the responsibility is allocated to the manager, both groups and 
individual managers where they have mandates for managing a set amount of capital 
and risks. So, it is all very connected to individuals.” Respondent B2 further said “the 
strategy is based on the law which says that the fund should contribute to index-link the 
Swedish national pension and to invest the money in a responsible way, […] and we are 

not allowed to include politics or other factors which could affect the returns.” When 

talking about the overall goal of the fund, the respondent said, “when it comes to 
environment and ethical aspects we are supposed to include it, but it cannot decrease 
the return of the fund. Our goal is to achieve a real return on investments of X%.”  
 
In fund C, respondent C1 said, “the really strategic decisions are made by the board. 
Because we have a certain order, I’ll try to explain, we make decisions about how to 

funnel these things down in the organisation. We have a mission from the government 
which has to be interpreted. We have to create higher returns at a low risk, and then we 
have the pension system, or pension debts, to take into account when we’re deciding on 

how to distribute the assets in order to reach the goal given to us by the government. 
They haven’t said that we have to deliver X% return annually, they only told us to solve 

the task really.” Then the interviewee continued to explain in more detail, “so, first you 
have to understand what issues to solve and then we have to define, in order to take the 
right decision on an appropriate risk level in the portfolio, within what frames we have 
to move. And this we call the overall asset allocation which is the largest strategic 
decision. Here the board decides on what allocations we should have between stocks 
and bonds, they are the two main assets. So, that’s the first decision, which leads to the 
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next level, so when they’re specifying the amount of stocks and bonds they mean on the 
world level. They don’t specify what countries are included or anything like that. Then 

on the next level we have the CEO which decides the strategic asset allocation, and this 
is where we come in to different kinds of markets, stocks and bonds for example. Then, 
we might want other types of assets in our portfolio as well, and not only stocks and 
bonds. We might want to include alternative investments, infrastructure, and private 
equity and so on, and in this discussion we have the CEO. […] It’s the CEO, asset 
manager and risk manager in this level.” Furthermore, the respondent explained the 

different strategic time horizons within the fund. “What the board decides is the 10 year 
strategic time horizon. What the CEO decides on, this strategic asset allocation, also 
has a time horizon of 10 years. Then, the CIO and his group of X people […] where his 

decision is based on a 3-5 year time horizon and this level we call the strategic 
portfolio.”  

5.1.3 Operational decisions 

When asking about the operational level in the fund, interviewee A1 said, “we have very 
different management. For example, the Swedish equity team builds upon a fundamental 
analysis where they take very active decisions and where ESG is a very natural part 
when doing the financial analysis of a firm.” Further on, the respondent said that “the 
majority of the stock management is quantitatively managed, I mean they use 
quantitative models, and since the last year it includes ESG. But it depends on what type 
of asset we’re talking about. If we for example look at the external management, if we 

make a forest or an agricultural investment, the sustainability of this would be a very 
large part of the due diligence process we do in order to be able to make this kind of 
investment.” The respondent also gave much emphasis on the sustainability being an 
integral part of the fund’s management and not a separate section, “we make action 
plans and follows up since we don’t want sustainability to be a separate part of our 

organisation. It should be fully integrated in the management and it’s very important 

that our asset managers do this. That’s why the asset manager follows up what we 

should do and how we should do it.” 
 
With regards to the funds operational decisions, respondent B1 said “basically, it is the 
asset managers [that makes the decision about which firms to invest in], but we do have 
a framework around us which states what is okay and not okay. Then you could say that 
there is a double decision. One decision is taken on smaller level and one on a larger 
level. But then again, there is a lot of money managed within these portfolios.” 

Furthermore, the respondent said, “in the individual cases, for example if we have 
decided to invest in Ericsson or Atlas Copco and so on, this decision is made by the 
asset manager, and these are enormous investments.” Then the interviewee said, ”for 
large investments, we are buying and selling stocks every day within our stock mandate. 
We generally do not reveal exactly what is traded on a daily basis because what we 
believe is good to buy or sell in this second is our asset management secret. So we do 
not talk about that very much. However, we do publish our exact investments twice a 
year where you can see exactly how it looked like in a specific time. Right now, one can 
see exactly how it looked like in the end of 2016.”  
 
Furthermore, respondent B2 said, ”they [the asset managers] have guidelines they have 
to follow. If we take an example of someone having the responsibility over American 
shares, then there is an allocation to the American share on a general level. This 
manager then has to stay within the limits of how much he can deviate from the index. 
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Then you measure the tracking error, how much the manager’s portfolio deviates, and 
you put up different criteria around that. This is happening on different levels, but I do 
not think that there are any managers who can do as they like, but there is a rigorous 
regulatory framework.” 
 
To these questions, interviewee C1 said, “the asset managers are not given any detailed 
templates [on how to manage the portfolio].” Continuing, the respondent said, “our 
model builds on the board’s admission on what are our investment philosophy and 

investment beliefs, how we will make money and what we believe in. One of our 
investment beliefs is that we believe that focusing on sustainability issues will yield 
higher returns and/or lower risks. So, that’s telling us that we think that sustainability is 

a variable that we should look at. Furthermore, our investment philosophy clearly 
states that we have very high ambitions regarding sustainability issues and why we 
therefore use long-term investments in order to make use of our knowledge.” This 

respondent also talked about how the overall strategy and decisions are connected with 
the operational decisions, “the board made the overall decisions about our main 
orientation regarding sustainability, which we have decided to be what we call resource 
efficiency, responsible use of natural resources, human resources and financial 
resources. […] But it’s still an overall plan. Then all of those responsible for 

investments have said that this is our sustainability strategy, go ahead and implement it! 
It’s not controlled in detail that we should look on this specifically, or, we should 
include sustainability into the investment decision and these are the words that we want 
to prioritize.” Additionally, the respondent added, “there is a clear path and 
orientation, but it’s not controlled in detail. No, it’s not.”  

5.2 Investment process 
To gain a better understanding of the process in which these decisions are made, 
including the different methods used and the management and follow-ups, we asked the 
respondents a number of questions regarding this.  

5.2.1 Methods  

Respondent A1 said “the management of our portfolio is to closely follow the index if 
we’re talking about the listed stocks, and as I mentioned earlier, it’s quantitatively 

managed. ESG is a part of this but they also have other factors which this model 
calculates. You can read about how this works exactly in our annual report and 
sustainability report. And as I said, the Swedish asset management is part of the 
fundamental analysis which means that it weighs in, just as other financial factors, in 
the investment decision to either underweight or overweight compared to index.”  
 
In fund B, respondent B1 said “we are not choosing new stocks every day; we are 
rather managing the already existing investments. But if a new firm comes up which we 
believe that we would have a particularly large interest in, or that we could invest much 
in, we analyse the company. Would it be a non-listed firm, there would be many 
questions to answer. I have not talked about this very much yet but our business 
perspective is very holy to us. We exist, and the law says, that we should manage the 
capital for our present and future retirees. Then, the sustainability aspects are not the 
first thing we think about. Rather, sustainability is seen as a risk just as any other risk 
and we have seen that sustainability issues today usually have quite a large impact on 
how well the firm does financially. That is why we usually begin our texts with talking 
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about the well-managed firms being good investments. So, one could say that this is 
how we view the world. Well-managed firms lead to higher returns and lower risk for 
investors, meaning us, over time.”  
 
Regarding the process of choosing a new firm to invest in, the interviewee said, ”if we 
take a non-listed firm, let us say a small real estate company. We have a rather large 
interest in these non-listed long-term investments such as real estate and infrastructure 
companies. Then we make sure that the firm is built upon the right criteria where the 
sustainability issues, it sounds rather theoretical, but we make sure that there are 
guidelines and policies regarding work environment, labour rights and environmental 
respect etc. Our organization has also been especially careful to set targets regarding 
our sustainability work after all.” Moreover, the respondent said “when we make an 
investment, you have to think of it as a reality because these are real firms with real 
people, and we think that firms with questionable attitude towards responsibilities of all 
kinds, both environmental, labour rights, corruption and everything like that are not 
even the slightest acceptable. Thus, we have processes for ensuring that the firms build 
their companies correctly. These processes involves building a board of directors, 
sitting in the election committee, asking questions to the corporate management, unless 
we have been involved in choosing the CEO. Then we make sure that these are the right 
people. These are people made of flesh and blood and it is much about looking at how 
the board acts and what goals they have, because we can, from an asset owner’s 

perspective, work hard on asking the right questions to these firms.” 
 
Interviewee B2 told us that “the investment process mainly involves the decision of 
which level of risk you want in the fund and how the different assets should be allocated 
among shares, bonds, interests, alternative investments, real estate and so on. It is like 
‘ok, do we have a lot or a little risk? How should we allocate this risk? And when we 

have decided to include more risk, from where do we take it?’ Then we have different 

time horizons; long-term, medium long-term and short-term, on the risks taken. This 
risk is then divided so that we have a reasonable risk in an optimal way. And that is 
what it is about. And sustainability is included in this process as well. It is part of the 
strategy.” Regarding the different methods used for choosing firms to invest in, the 
respondent said ”it is a bit different depending on what people are involved, because 
this is delegated. One part of it is the overall interpretation of the decision to have an 
allocation in Swedish shares for example. Or that we should have an allocation in the 
global stock market. Then it is not based on individual stocks. However, if it would have 
more delegated, the one managing the Swedish stock portfolio would base his decisions 
on his own view of the individual companies. Then his way of trading and taking 
positions would differ from the manager of the American stocks.” 
 
Respondent B3 further told us that “all our asset managers have their own mandates. 
They decide what companies to invest in. But then we also have to remember that parts 
of our investments are index linked; we try to replicate an index, or the index is the 
benchmark for the portfolio. Most mandates are semi-passive and there is thus some 
room for deviation in the benchmark index, different levels of TE. Within the stocks, the 
managers themselves choose the companies to invest in, then the sustainability team 
will discuss this and look at the issues in this company and how sustainable they are. 
There is an Advisory Group (AG) for Sustainability in which portfolio managers, head 
of asset management and head of risk participate together with the Sustainability team.”  
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When asking the respondents in fund C these questions about the investment process 
interviewee C1 said, “it’s impossible [to describe the investment process] since every, 
portfolio managers do it in one way and within equities they do it a little differently, and 
fixed income do something completely different and asset allocation something 
completely different. There is no one way since we have many different assets.” When 

asking a few further questions regarding the investment process the interviewee said, 
“all of them [the investment processes] are based in traditional financial analysis. It’s 

not until they begin to funnel down the alternatives they want to take a closer look at the 
sustainability aspect comes into the picture. But it’s impossible to describe, there is not 

one investment process in the fund. At the best, there is one per unit but often there is 
not even that, but rather an overall understanding on how to do it.” The respondent also 
said that “with equities, they mainly invest in what is called quality companies and not 
very much in value companies, so they have a collective guideline of what type of firms 
they want in the portfolio, and I’m talking about the traditional financial definitions of 

quality companies and value companies. So they have a collective view of what they 
want in the portfolio, but exactly how the process looks like, they all do differently. For 
example, our stock analysts begin with the sector they have been assigned looks at, for 
example the big trends in this sector in order to see, well to make a SWOT-analysis so 
to see the new trends and themes. And this can be sustainability aspects and many other 
aspects as well depending on the driving forces within the industries the next 3-5 years, 
which is their investment horizon, when they make the analysis. From this, they look at 
the many possible firms to invest in in many different types of ways. And of course they 
have to take the firm valuation into account, and the future estimated valuation as well 
as perceived risks with the different alternatives.”  
 
Furthermore, interviewee C1 gave a few examples about the process of choosing the 
companies to invest in. “If you’re looking at a company in the IT sector, our portfolio 
manager has already made his, well sector analysis regarding what he believes is good, 
driving forces, risks and possibilities, and of course, then he maps what he sees this 
company to work with and compares it to the competitors and things like that. And he 
looks at whether this is a company worth investing in within this niche they have 
chosen. So, it’s the sector analysis on driving forces, risks and possibilities which sets 

the framework, because when you find a firm within this sector, in order to evaluate this 
in relation to other alternatives there is a valuation, which is a very important aspect. 
One of the first steps in this is; is this firm highly priced, re-valued or in between? If it 
is highly priced it is not a good investment for us unless we believe it could become even 
higher.” Furthermore, the respondent explained how this method includes the 

sustainability aspects. “If you believe that the investment case is interestingly enough, 
that is when you start looking at the sustainability aspect, unless it is a firm whose core 
business is sustainability.” Concluding, the respondent said “so, the first decision is; do 
we actually want this firm in our portfolio at all? No, this is not a quality company. This 
firm doesn’t fulfil the requirements we are after without having looked in too much 

detail. That is the first step and then; well this could actually suit us, so how do these 
driving forces fit? And that is when you begin looking at more detailed things. Because 
there is a limited amount of resources, and we cannot dig as deep in every firm. You 
have to have some sort of mechanism to sift them down.” 
 
Regarding the investment process in fund C, respondent C2 said, “in my portfolio the 
process involves taking all of your possible investments within the area and then putting 
on some sort of filter which is suitable for this particular sector. Not how the whole 
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world works, but rather more specific for this sector and how the market values the 
firms in this sector in order to seek possibilities to value the firms and to create an 
index. When you have these filters and have found what you are going to work with, you 
go through the firms and make a valuation of them. You look at different scenarios and 
what they could have been, and then you finalise all of this in a document. If the firms 
then fit into the portfolio, you make an investment in that company, and if it does not, 
you do not invest in it.” Moreover, this respondent gave a few examples regarding the 
investment methods. “It is specific methods for different sectors since there are different 
things that are important depending on how the business model looks like, competition, 
how different sectors work and so on. If you take the oil business for example, it is 
global because wherever you find oil in the world you can sell it in the whole world and 
there is only one oil price. Then how much you earn on it depends on the transportation 
costs, how many pollutions there are in the oil, how easy it is to refine to other 
products, such as petrol, kerosene, diesel and everything else you can make from oil. If 
you instead look at banks, Sweden will not use JP Morgan as a bank since they do not 
operate in Sweden and do not have any offices here. Thus, we have said that it is 
important to understand the different economic prerequisites for different industries, 
globally and locally, how the competition looks like and adapt the methods 
accordingly.”  

5.2.2 Management and follow-up  

Regarding the measurement of the fund A’s sustainability respondent A1 said “yes, 
well, we have a number of [sustainability] goals which you can read about in our 
annual sustainability report. We have more internal goals but these are the ones that we 
are communicating externally, and which we will report on how well we achieved it or 
not. Then, we are also measuring the carbon footprint for our listed shares, which we 
also are reporting. There are a few different ways to find measurement numbers and 
this is something that we will need to develop even further and find even more relevant 
indicators for us.” The respondent further explained the follow-ups made within the 
fund regarding their exclusions and divestments. “We follow up the divested companies 
on a yearly basis. But it could be that we have made a number of criteria for how these 
companies should behave if we are going to invest in them or not. And this could have 
changed within a year. The companies could have improved which is one of our 
objectives; to make the companies improve.” Furthermore, this was true for the 

excluded firms as well. “Also the excluded companies are evaluated yearly. We are also 
writing to these companies. Then, they might be able to say that ‘we are not 

manufacturing this product anymore’ or ‘we are not doing this anymore’. This depends 

on what we have excluded them for, and we have actually reinvested in companies 
which has changed, and no longer manufactures a certain product or service.”  
 
In fund B, respondent B1 said “well, every manager has their own authority, so it is all 
about a certain sector’s responsibility. Those who are asset managers might be 

monitoring the telecom and IT-sector and following these companies extremely closely 
and reacts very intensively to things that could incur negative consequences. Then it 
could happen that you sell for the moment, or more long-term, but you never sell 
everything, you only reduce the amount. This is the everyday of asset management; you 
increase and decrease. It depends on what you see in the company.” Regarding the 

follow-up and monitoring to the firms which are included in the fund’s portfolios, 

respondent B1 said “generally, we a trying very hard to keep our eyes open because 
every firm is struggling with what we call sustainability issues today. It could be labour 
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rights issues or environmental issues, so we try to see, as good as we can, and that there 
are no wrongdoings in the company. But usually it is a coincidence that we find out 
about it, either when our consultants give us an alert or we find it out by ourselves. And 
that is when we begin a process of having a dialogue. We could write letters to the 
company, talk with them during visits and this could be both a long and a short 
process.”  
 
Respondent B1 further said that “the larger investments we have, the more we engage in 
the company. Sometimes the media wonders ‘why have you invested in this 

environmentally hazardous company?’ but our general principle is that even though 

these might very small investments, we would like to invest in everything instead of 
selling them. Even if it is a bad company because then we can enter into a dialogue with 
them. Sometimes we have these dialogues ourselves, and sometimes the ethical council 
has them. So we believe that we should not really sell a firm because then someone else 
will buy them instead which might not have a good agenda.” Furthermore, the 

respondent said “you could say that a few years ago, we did not have a time limit for 
how long the dialogues could take, but then we realised that it was necessary even 
though we have much resources. So we are working with a process which makes it 
possible for us to receive support from our external consultants which scans and has a 
dialogue on our behalf. But we still felt that we needed to draw the line somewhere.”  
 
For the measurement of the fund’s sustainability, interviewee B1 said “if you look in the 
annual report on page X for example you can see that we have four goals which we 
want to achieve until 2018. We have goals regarding the fund’s carbon footprint, which 

we can see that it has already dropped with about 25%. So it is going fast and we are 
working hard for this. We also have a goal regarding green bonds, which are bonds 
which includes good investments. From a sustainability point of view, we want to triple 
the investments in green bonds, and then you also need to know that we were one of the 
first funds in the world to invest in them. It was out of question once, around 2007 I 
think, and we were very, very early. We have also made strategic investments in water 
purifications and such.” 
 
Regarding the management and follow-up of the portfolio firms, respondent B2 said 
“we do it through our screenings, we have consultants which we use in order to be able 
to screen all of our funds. There are quite a few things showing up in the screening 
which we follow up via these sustainability indicators.” Additionally, the interviewee 

said “we screen the portfolios in order to see how well they reach up to our goals and 
that we are on the right track. We look at how much we have invested in green bonds, 
our carbon footprint, and the allocations in firms with lower and higher ratings in terms 
of sustainability. But the work we do right now is to pick up even more goals and 
criteria for the portfolio in terms of sustainability. And today we have installed a better 
tool for analysis within the fund.” 
 
Additionally, respondent B3 said, “we follow up the companies which we have decided 
not to invest in, in terms of what effect this has had on the portfolio. And there are two 
types of [companies that are not invested in]. First we have the exclusions which have 
been made, decided by the board, based on a recommendation from the Ethical 
Council. Secondly, we have an internal undertaking to screen companies and decide not 
to invest in them, mostly such as small cap, and we also want to be able to see the 
impact this has had on the portfolio. Since we do regular screens of these companies, 
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we can see whether they have made any changes or not, and since we are engaging in 
the improvement of these firms, we are also following up the proceedings. We use 
customized indexes and these are reviewed four times a year. Portfolios are also 
screened and commented upon at each AG Sustainability meeting (about once a 
month).”  
 
During the interview with respondent C1 in fund C regarding the management of the 
fund, measurements and follow-ups, especially regarding the measurement of 
sustainability, the interviewee said, “it is easier in some portfolios. But generally, we 
have not come there yet since it is very difficult. On one hand, it is hard to define what 
to measure, and on the other hand it is hard to isolate the sustainability in it all. But 
then in our work of developing our investment processes, especially the systematic and 
quantitative investment processes, it is easier to test what would happen if we, for 
example, would sort out or integrate our portfolio on another parameter. For example, 
we have one low volatility strategy which is quantitatively based, i.e. mathematically, 
which is not dealt with at all once you have defined the algorithm, and these have 
previously not included any sustainability parameters.” The respondent further 

explained “since we had an early strategy we were not as focused on these matters 
other than to develop the model, and we still want that, but now we want to make it 
more sustainable. So we have added a sustainability filter, and a carbon dioxide filter, 
on in order to remove the worst companies and keep the good ones.”  
 
Additionally, respondent C1 said, “we do want to be able to distinguish what decisions 
are based on sustainability issues and all of that, but since it goes hand in hand with the 
other things. Additionally, the asset managers do not think that some things are related 
to sustainability. To them, it is business strategy. That is why it is so difficult to do and 
there are many still that are not trying. But we want to work with our investments 
internally and to be able to understand our portfolios even better, but it is on our to-do 
list to develop something for that.” Regarding the follow-up on portfolio firms, 
respondent C1 said “we have a constant review of the portfolio to see whether there are 
any incidents or not. So, we are working with our holdings all of the time to make sure 
that they are not involved in, well, accidents, spills etc. and if they are, we have a 
process where we enters into a dialogue with them.” 
 
In addition to this the respondent said, “one thing that we are working with very much is 
active portfolio management, which means that we own everything actively and not 
passively. However, we do have one part of the investments that are passively managed 
and this is the emerging markets. As you probably know, the emerging markets are 
some of the worst in terms of sustainability so there are many reasons to become more 
sustainable in this part of our investments. Right now, these companies are passively 
owned by a few asset managers that provide solutions for passive investments, an 
investment strategy that is booming and having large amount of capital but they are not 
developing any more sustainable products. So, we are pushing them rock hard and tell 
them that there will be a demand for these types of products in the future. But the 
reason for owning these companies passively is due to costs. We would like to have 
everything actively managed so that we know what we own and have sustainability 
factors integrated.”  
 
On these questions, interviewee C2 said “we have some possibilities to do certain 
things. For example, we can look at the carbon emissions; have we chosen the right 
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firms within the different spans, or have we chosen to invest in companies which 
releases a lot or very little, and we try to see how this affects the returns. We have not 
received any clear signals yet other than the portfolio we have constantly been having a 
lower amount of carbon emissions compared to the average. So, in the portfolio that I 
am working within, our method has yielded a portfolio which has lower carbon 
emission intensity than average portfolios. But we have not been able to see that this 
has made any effect on the returns, good or bad.”  

5.3 Sustainability 
As we have decided to use the TBL approach as a guiding definition of sustainability, 
we have defined three general aspects of sustainability. To begin with, the financial 
aspects are discussed, leading on to the questions regarding social and environmental 
aspects as well. These are discussed in terms of how they are handled in the investment 
process and how they relate to each other.  

5.3.1 Different aspects of sustainability  
When talking about the different areas of sustainability and different aspects of it, 
respondent A1 said, regarding the financial sustainability, “well, there is a law which 
controls us and we need to take this financial aspect into account when making a 
decision. When we for example, are looking at coal and fossil fuel companies, we are 
making that in terms of a financial risk analysis which includes the climate risks we see. 
However, this is made from a financial perspective which is underlying most of our 
decisions. Then we, the four AP-funds, cooperate within the ethical council where we 
look at the ethical and environmental issues and where we are having dialogues with 
companies regarding these issues. Then one can say that if we exclude a company like 
that, it is based on conventions that Sweden has signed. In these cases, it is not done on 
the basis of a financial analysis, but rather the conventions. Thus, if a company breaks 
a convention that Sweden has signed, then we will enter a dialogue with the firm and if 
we think that nothing is happening in this area, and then we will, as a last way forward, 
exclude them.”  
 
Furthermore, differentiating between the financial and social aspects of sustainability, 
fund A’s interviewee, A1, said “it is hard to put them in relation to one another, but I 
would say that the financial part is superior due to our goal to maximize the returns. 
And, of course, we have the law to relate to every day, but I am not saying that they are 
opposing each other. That is not what I mean, but we need to put that first. That is why 
we look at this from a financial risk perspective. So, the social aspect comes very much 
into the analysis when we look at, for example, the Ethical Councils work, but also 
when we evaluate the companies that we will invest in. When we are making an 
investment in a forest, the social aspects are also a part of the process. Right now, we 
have begun implementing the UN Guiding Principles on Business and Human Rights, 
the so-called ruggie principles, regarding human rights in our organisation. This is 
nothing trivial, but rather a quite large process, both internally and externally. Internal 
might be the easy part, but then there are all the suppliers, and the companies that we 
are investing in.”  
 
Regarding the environmental aspect of sustainability, the respondent also said “we have 
done a major work in the area of the climate where we even was ranked number 8 in the 
world for how we are handling the financial climate risks in our portfolios.” Moreover, 
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the respondent said, “we are analysing the financial climate risks for coal based 
electrical power for example. During last year, we also looked at the power sector and 
in total, we have divested from around 80 companies due to financial climate risks.”  
 
According to respondent B1, “it [the financial aspect of sustainability] is very 
important. We can see that the financial effect on integrating sustainability, I mean the 
issues of ensuring that the company is not involved in corruption or environmental 
destruction etc., is good. We believe that this is a better investment in the long run.” 

When it comes to the social aspect of sustainability the respondent said “in the financial 
sector we often talk about ESG instead of sustainability. In this, E stands for 
environment, S for Social and G for governance. Then we could say that the social part 
is about human rights and everything regarding terms for employment and trade-unions 
around the world. And it is the same here; we believe that the firms that are not 
allowing for these social aspects to be broken are better firms to invest in. Additionally, 
we are also working actively with human rights and there is an initiative made by the 
UN, called the ruggie principles. And these principles are about encouraging 
companies to develop specific processes in order to find out whether they or their sub-
contractors are breaking any of these principles; the principles which could be seen as 
a crime towards human rights.”  
 
Furthermore, respondent B1 said, regarding the environmental sustainability aspects 
“well, we do many different things in this area. We have signed a number of initiatives 
regarding the climate issue where we are dedicated to support a work made jointly with 
others. These issues will definitely not be solved if only one is doing something. Instead, 
everyone has to be involved. That is why we package ourselves when we are working 
hard with this. We are measuring the carbon footprint or our portfolio, and I think we 
are one of the best in this due to our climate neutral portfolio. Besides, we own a lot of 
forests which takes up carbon dioxide, and that is why we have a neutral portfolio. But 
this does not end the world’s problems, even though many would like to make it look 

like that; that the goal in itself is to be climate neutral. But the most important thing is 
that we address this question, talk to companies and industries and encourage them to, 
for example, decrease their dependence on coal. Actually, we have excluded coal 
completely from our portfolio. But that also depends on our belief that this industry 
does not have a financially defensible development in the long run.”  
 
When asking respondent B2, we got the answer “we are trying to distinguish the good 
firms within the bad industries. We try to increase the amount of firms in our portfolio 
which we see are working better with sustainability issues compared to other firms, 
which we believe has a variable return rate in the long-run. If we would not think that 
these firms would generate good returns in the long-run, we would not do this due to 
our regulations so to say. But that is only one way; we are also doing some positive 
screening, and exclusions. This is we do since within the small- and mid-cap firms, you 
know we have a very large portfolio, so excluding these small firms that we perceive as 
having too high negative sustainability risk for us will not really affect the returns since 
they are that small. So that means that we can do some exclusion without it affecting 
our overall goal. Then of course, we and the other funds have our work with the Ethical 
Council. They recommend exclusions of certain firms in the portfolio, and then our 
board decides what to do. So this is three ways to incorporate sustainability into 
everything. We have exclusion made by the board and the Ethical Council, our 
screening of small firms, and we have our portfolio where we prioritise the firms with 
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good sustainability efforts.” Regarding the social aspect of sustainability the respondent 
said “this is the part that is handled by the Ethical Council. I think that generally, our 
Swedish firms are good at this. I would think that it is worse in the foreign investments, 
so we try to have a dialogue with them.” 
 
The respondent also continued to talk about the sustainability goals within the portfolio. 
“In order to fulfil our sustainability goals we have said that we want to divide our 
carbon footprint by half by 2018. We measure the carbon emissions of all of our 
investments, even the credits. Then we want to triple our investments in green bonds 
and, I am not completely sure about the numbers but we also want to double our 
strategic sustainable investments, and to continue with what we do in our real estate 
portfolio.” Moreover, the respondent said, “we do a lot of things. Then, in terms of the 
carbon footprint, there is a risk involved in selling the firms [which has higher carbon 
emissions]. Then it will be someone else buying these firms which will only continue the 
problem, and then we have not reached our goals. Thus, we decided to write a letter to 
the 100 largest companies and asked them to share their point of view on the matter and 
what they are doing to improve the situation. And we have actually had quite a good 
response. There are several companies which have answered and we are currently 
trying to follow it up. It is a rather extensive work, but I am very positive to this.” 

Lastly, respondent B3 said, “if we look at a company which is less energy efficient, for 
example. Then this will be more costly for the company, which could affect the 
company’s returns and profitability. Generally, sustainability is a lot about efficiency in 
the use of resources (financial, raw material, human, etc.).” 
 
Respondent C1 said “overall, we have a definition of what we mean with natural 
resources for example. We should look at, partly how the companies are using the 
natural resources and see whether they are using them effectively, and partly whether 
they are producing products or services which are making it possible or easier for 
others to work with this more efficiently. So it is a very broad framework. Human 
resources or human rights could both look how the companies are handling their own 
staff, but also how they are working and interacting with their society.” Furthermore the 

respondent said, “it [the financial aspect of sustainability] is the most important in all 
categories. It is the traditional financial analysis of how we want to invest, I mean 
profitable firms. If the firm does not have the financial profitability, they could be really 
good on the other things, but they will still not survive because, well, it is integrated; the 
core of everything. It is the basis; it is what we have always done while we have added 
the other parts later on.”  
 
Moreover, the respondent said, “we have a sector approach looking at sustainability 
aspects and in some sectors the social aspect is very important. In one industry 
everything concerning the employees is of utmost importance for the future profitability 
and then this is a large part of the analysis we do. They employees are of course always 
important, but they are even more important if they are your only resource. When we, 
for example, look at the mining industry the social aspect is important too, but then it is 
more related to health and safety; accidents at work, education of employees and such. 
We cannot go into details, but are these companies doing this in a good way? What 
routines do they have? Do they have any track record for accidents and injuries? But 
that is in the mining industry. If we look at the banking industry it is very different. You 
could say that we have two levels of importance. The first level is the hygiene; we do not 
want to see any deaths anywhere but if there is a firm which has more accidents we are 
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usually very careful before we invest in it. Then we might have to talk to them first and 
see what they are doing to prevent this. The next level concerns the factors which could 
have an effect on the returns. Then we could of course look at the number of accidents, 
but within the banks, this would not have a large impact on the return. However, deaths 
and accidents in the mining industry do, except being awful, decrease the firms’ 

possibilities to deliver return.”  
 
Continuing on, respondent C1 said, “since we cannot look at all factors all the time we 
need to focus on the most important things for every sector. Science has also shown that 
this is the right thing to do. We get some assistance through external databases where 
you can see how well the companies are doing in comparison to their competitors. We 
do not have time to read the annual statements; instead we need help gathering the 
information. Then if one of your analysts says ‘I would very much like to buy this 

company. I think it seems like a very interesting investment but I can see that they are 
not great in terms of sustainability. Could you look at this and see what the problem is.’ 

Then we can dig a little deeper in one specific company, but generally we do not have 
the time to do this.” Regarding the environmental aspects, respondent C1 said “it is still 
smaller than the other. If we begin looking at the financial sector and how they are 
beginning to incorporate sustainability into their credits for example; it is there, but it is 
not weighing heavily yet. But if we look at the mining industry, or any other industry 
with large environmental impacts, it is much more integrated in the analysis. Then we 
look at how their products and services are contributing to the environmental effects. 
This is a very important parameter; how the firms develop better products in order to 
ease the transition in the society.”  
 
The respondent also told us “of course we look at the environmental side. We watch our 
databases closely to see whether the firms have been involved in any incidents or not. 
As late as last year we had a company polluting the rivers and then it is of course 
interesting for us to look at this information compared to companies which did this 5, 6 
10 years ago and which seems to have taken actions to prevent this.”  
 
To these questions, respondent C2 said, “if you want to invest in an asset, you should be 
able to make an estimate of the assets value. If the value is higher than the price you 
have to pay, simplified, you could say that it is a good investment. But if the price is 
higher than the value, it is not a good investment. The value of the firm will vary with 
how financially sustainable the business model is. So the sustainability perspective is 
much more connected value of the firm while the investment is more connected to the 
price-value relation, meaning that there is not one clear way to do this. It is not certain 
that it is better to invest in a sustainable company instead of an unsustainable company. 
However, it you know that there are things that they will stop doing in the future, the 
analysis will become much more difficult. You do not know how long it will take for 
them to do this, or how they will do it and that means that the relation between price 
and value becomes much more uncertain.” Regarding the social aspects of sustainability 

the respondent said, “if a company does not behave socially, then they will have to 
correct these issues in the future, which will lead to higher future costs. Their products 
and services might not sell because the customers do not want them and they therefore 
do not have a market for it. So depending on the sector and how it works, you have to be 
aware of the societal context. Take labour in China as an example. It is very cheap and 
there are many people moving from the countryside to the larger cities in China in 
order to get a job. Then it is quite inexpensive to move your business there, but it is 
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obvious that you are taking advantage of someone else’s weaknesses, making you 

financially short-sighted. But you have to take into account that these things probably 
will cost more to solve in the future.”  
 
Finally, respondent C2 also said “it [the environmental aspect] is mainly the same thing 
[as the social aspect]. If you are going to produce electrical power using coal, there 
will be some carbon emissions, and then it is easy to picture that this will be more costly 
to release in the future. Maybe it is so expensive that it becomes unprofitable. Then of 
course you have to take this into account when making the valuation. You will have to 
adjust according to how the present and future environmental management will affect 
the business model. But it becomes much individualised. The coal industry might be one 
of the more extreme examples and it is easy to understand that the consequences are 
great, but if one of Swedbank’s employees in Umeå would go to Stockholm for a 

meeting, from an environmental point of view, it would not really matter if they would 
go by train of airplane. Well, it would make a difference on the environment, but 
looking at the bank’s costs, it would not make a huge difference, compared to the coal 

industry.”  

5.3.2 Issues and trade-offs 

When asked whether there were any issues, problems or trade-offs regarding the social 
aspects of sustainability in the analysis respondent A1 said “Of course we do! And I 
think it is very important that we stick to a certain framework, but of course it would 
have been much easier if we would have everything in numbers in an excel spreadsheet. 
Well, you understand what I mean, and be able to calculate ‘yes, this is the value of the 

company.’ But it can be harder with the sustainability factors since we sometimes have 
to make our own evaluation. What I mean is that, we are doing qualitative analysis 
regarding the future of the firms, for example what products they will have etc. and this 
is a qualitative evaluation. And this is often the case, but it would definitely be easier to 
have it in numbers.” Lastly, regarding this issue, the respondent said, “The main 
problem is the availability of data, really. Much of this data might not exist, and a large 
part of our evaluations are based on the firms’ official reports. We are also trying to 
ask questions and having a dialogue, but it is not always that you get good data from 
these sources. Though, this is not the case with our quantitative model, which comprises 
source data of different factors, covering some 2 500 companies.” 
 
About the issues and trade-offs in incorporating sustainability into the investment 
process, respondent B1 said “there are always issues. We might not face issues directly, 
but we might notice struggles and issues within the companies. It could be industries 
such as the mining industry which is the dirtiest operation in the world for example, and 
within this industry there are firms that are good, like LKAB in Sweden, or bad like our 
Asian mining firms that are basically hoist down people in holes in the ground by only 
ropes. So it varies a lot among what we perceive as okay or not.” Furthermore, the 

respondent said “I think there are many that have been very keen to tell everyone how 
good they are, and of course I could say ‘wow it is great that we have excluded three 

mining firms!’ And in our fund we believe that we should do things very business-like; 
and it should also be good for the environment. So there is a combination of the two, but 
we cannot do these types of things only in order to look good or to save the world. We 
believe that we have to influence by being business-like.”  
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According to respondent B2 “the problem is the definitions. It is really difficult to 
measure and to get comparative figures. I think that, if we say that I have been making a 
few company visits along with the one in charge of sustainability issues at this company 
and he tells me that they have decreased the usage of raw materials and the energy 
consumption in the production while at the same time increasing their revenue. Then I 
think that this is rather obvious. It has always been the case that you have to improve 
that cost efficiency for producing goods, so I do not see this as something 
extraordinary. Instead, I think it shows that there is a competition which leads to a 
better allocation of resources. It is more interesting to ask them if they do anything 
environmentally good which costs more, but that they do anyway. I do not think many 
companies do that.”  
 
The respondent also added “the thing is that it is really hard to measure this but I think 
that it is slowly increasing. There are more and more engaging in this today and you do 
things here and there. We try to find new ways to run our portfolio, so we meet new 
goals all of the time.” Regarding the issues of incorporating the social aspects the 

respondent said “well, the problem is that we are not as big internationally. They [the 
companies] are not always listening to what we say.” When asking whether there were 

any trade-offs between return and sustainability, respondent B2 said “it is really hard to 
know; there could be. Sustainability could mean that you exclude oil companies and if 
the oil price is very low and it then increases, you lose by not buying the company. In 
the short run it is hard to tell, but in the long run it does make a difference. But then it 
also depends on what type of investment it is, but generally, this is how it is.”  
 
Additionally, respondent B3 said, “the challenge here lies in how to quantify and 
measure the impact; what are the measures we should use in order to be able to see the 
results of our work? How do we, or should we, discern the effects from ESG in relation 
to e.g. quality?” Moreover, regarding the potential trade-off between returns and 
sustainability, the respondent said “it depends of course, but generally to have 
sustainability somehow integrated in our economy; where it costs more to pollute, to be 
inefficient, and to not care about your employees, is the conditions for a continued 
growth where we are more supporting. Because I would say that sustainability is an 
increasingly important part of the profitability of firms, which has more to do with 
efficiency and how to use the resources.”  
 
When interviewing respondent C2 in these matters we received the answer that “we 
always hit problems. It is a serious job to assess the value of a company and it is much 
easier to just look at the price. I would say like this, the AP-funds’ law states that the 

returns precedes other aspects. Therefore sustainability becomes; it is important for the 
valuation of the firm but if this is already reflected in the price it is not certain that you 
will invest in the sustainable option. You might instead invest in the less sustainable 
option.” Continuing, the respondent said, “the pricing of the asset varies much more 
than the value does. Therefore, we think that we could create added value by being 
managing our fund actively. This means that sometimes firms that are having high 
emissions or pollution or treat their employees badly will be profitable, and sometimes 
they will not. This is entirely dependent on the pricing of the asset and we cannot 
control this. So there is a trade-off there; are you willing to choose the profitable firms 
that you personally do not like or not when those opportunities arrive?”  
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Lastly, respondent C2 said, “our assignment is to make our own evaluation of things. I 
cannot say that this has happened but the way I view the market and how it functions, 
there might be situations like this [where there is a trade-off between return and 
sustainability]. There is a trade-off between what has to be done functionally, like it is 
when we believe we want to invest in something that is bad from an ESG perspective. 
Then we have to do additional work to make sure that these aspects actually are, well, 
that the price we pay for this asset compensates for it being bad in the sustainability 
aspects.” 

5.3.3 Exclusions  

Regarding the last of our identified themes, the exclusions, respondent A1 said “we 
make a distinction between exclusions and divestments because exclusions are decisions 
that we make together with the other AP-funds based on the conventions Sweden has 
signed. We also publish a list of the excluded companies. When it comes to divestments 
we make a financial analysis where we divest from a company based on financial 
climate risk, for example. These companies are not published because later, we follow 
up these companies every year. That means that some companies can be reinvested 
while some other companies might not. Therefore, we have chosen not to publish this 
information.” Regarding the decisions of reinvestments in an excluded company, the 

respondent said “it works in a way where the Ethical Council gives recommendations, 
and then it is up to each fund to choose. And this is where the funds are differing 
slightly. In our fund it is the board which makes the decision to exclude and reinvest in 
a specific firm. So, there are slightly different decision processes in every fund, but in 
our fund, we take the decision [to exclude]. Thus, if we are going to reinvest in a 
company which we have once excluded we put it on the board’s table, and then they 

make the decision. The Ethical Council can only make recommendations; they do not 
make any decisions themselves.”  
 
Respondent B1 said “in Sweden, we have said that if we have had a dialogue with 
company for 4 years in which we see no change, then we could consider excluding this 
company.” Furthermore, “we do not accept conventional crimes, and the definition of 
these is sometimes a bit fuzzy. We have Swedish conventions in a number of areas and 
since UN’s principles lay the foundation for the Swedish value system, we are 

completely guided by the Swedish value system and its limitations.” The respondent also 

added, “you might think that the AP-funds should have their own ethics, but it is 
actually very hard to have our own idea about how we will save the world because we 
have our mission by the government and the Swedish people, and thus we really need to 
follow the law. But just the same, we are involved in discussions and puts pressure on 
borderline companies which could be weapons, for example. Even Sweden has a 
defence, and we do unfortunately not prohibit weapons. You might have you own 
opinions of that as an individual, but this is how it is in the world. If it is okay for 
Sweden and it is not prohibited, then we can invest so to say.” Finally, the respondent 

also talked about reinvestments in an excluded company. “We can do that [reinvest] 
and it has happened, if we think that a company has improved the things for which we 
excluded them. There are companies that have been working with cluster weapons 
which are terrible things, but there are companies which have stopped producing these 
or contributing to this industry and then we can reinvest.”  
 
According to respondent B2 “we are following the conventions signed by Sweden. So 
that would be our guiding principles.” When asked whether they had any specific 



57 
 

framework for when excluding a company the respondent said “I do not know. I do not 
think so. The exclusions go through the Ethical Council or the board. I know that the 
guide is the conventions signed by the Swedish government. So then it is human rights. 
And we do not invest in larger weapons and things like that.” Additionally, respondent 

B3 said, “[the exclusions made, based on recommendations, by the Ethical Council] is 
mostly due to conventional crimes, breaches of international conventions signed by 
Sweden, or cluster weapons for example. So, it is violations against human rights 
and/or permitted weapons. When we make our own exclusions we make a screening 
which lays the foundation for an analysis. But this is dependent on the type of sector or 
market it concerns. Usually, this is done in small cap companies which has no, or 
minimal, effect on the returns of the portfolio, but which we perceive to have major 
environmental risks. Then we can choose to divest, or not invest, in these companies.” 
Finally respondent B3 also said, ”if the company ends the operations which is the basis 
for the exclusion, then the rationale for the exclusion does not apply anymore and we 
can thus invest in them again if we wish. And the same goes for our own divestments. It 
is not so that if you once have been ruled out, you cannot invest in it again. Rather, if 
you shape up; reduce your emissions or pay your employees higher salaries for 
example, then you can of course invest in that company again.” 
 
During the interview with respondent C1 we were told, “we would rather no exclude 
any company; that is not our goal. You can either not own a company, or you can 
exclude it. We have said that we can have many companies which we choose not to 
invest in since we do not think that they are good enough, but when it comes to 
excluding companies and saying ‘you cannot invest in this what so ever’, we have made 

some quite tough criteria. Therefore, in order to be able to exclude a company, they 
should have made a very serious violation against a convention, that we in spite of our 
engaging efforts cannot get the company to change, or that their business operations is 
incompatible with our values, such as the conventions. So we have set the bar high in 
order to be able to exclude companies, but this does not mean that we invest in 
everything. But in order to be excluded it should be a very serious issue. Most of them 
are connected controversial weapons, but we do have some examples that are not, but 
in these cases they had been behaving seriously unethical and irresponsible and which 
we do not want to invest in.”  
 
Furthermore, regarding the possibility to reinvest in an excluded company, the 
respondent said “most of the companies we have excluded have been based on a 
recommendation from the Ethical Council, and there we have a systematic process once 
a year where we make the companies aware that we see what they are doing and that 
we want to know whether they have improved or not. Then, if not, we can push them and 
say that other companies have improved and made the changes we have recommended. 
If we then get to know that they actually have improved we are able to invest in them 
again, but this does not mean that we will invest in them, only that we can.” Lastly, the 

respondent added “if we reinvest in a company that once was excluded, we have a 
specific supervision of this company during the next 5 years in order to see that they 
actually have improved in the way they said they had.”  
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6. Analysis & Discussion 

The problem statement we aimed to investigate in this study was “how are sustainability 
parameters incorporated into the investment process in the Swedish national pension 
funds today?” and “are there any issues and trade-offs involved in this process?” We 
have thus found how each of the three aspects of sustainability is included in the 
investment process and what issues are present in this process. Consistent with the 
identified themes, we will in this chapter analyse and discuss the empirical findings. 
These findings will draw connections to both our theoretical framework and the general 
implications of our findings. 

6.1 Fond structure 
In order to provide a base of knowledge for understanding the structure of the AP-funds, 
we discussed the fund structure in a general level, the different strategic and operational 
decisions. This was further connected to the overarching goals of the funds and 
therefore provided us with an understanding of the funds’ general operations, which is 

provided below.  

6.1.1 Organisational structure and goals  

Although being different in many aspects, the funds all had very similar fund structures. 
In this general fund structure, the CEO had the ultimate responsibility over the fund’s 

strategic objectives. Since we are using triangulation of our responses, this was further 
backed by the funds’ presentations of their fund structures on their respective websites. 
This also provided an understanding of the funds as being very similar on this matter. 
The participants also explained the general organisation as having several decision-
making steps. Although the actual divisions and decision-making areas are different in 
the funds, they do have some common traits. For example, the funds all have a board of 
directors and a CEO in charge of the final portfolio strategy and the fund management. 
Furthermore, some of the respondents mentioned a CIO in charge over the asset 
management. One of the underlying reasons for asking these types of questions was to 
see whether there were any other, additional, aspects in the decision-making process and 
the different people responsible for different areas of the funds. Hardly surprising was 
also the fact that the funds also had the same overall fund goal and objective to 
maximize returns and at the same time minimize the risks, but they also stated that they 
had an objective to take ethics and the environment into consideration according to the 
preparatory work of the law which regulates them. Although the funds are separate 
organisations, they are in fact, regulated by the same law. This leads them to state the 
same general objectives. However, as they are free to apply their own strategies for 
achieving this goal as long as they do not waive from the main objectives, they do work 
in different ways.  
 
In order to work collectively with ethics and sustainability, the interviewees mentioned 
the formation of the Ethical Council where there is a representative from each fund. 
This Ethical Council then facilitates the monitoring of the companies in regards to 
sustainability and ethics by driving and participating in preventive initiatives, such as 
engaging in companies linked to violations of international conventions. Finally, we 
asked the participants to tell us whether they have seen any change in this area, i.e. in 
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terms of how they are working with sustainability, or how this is viewed in the 
organisation. As stated by respondent C1, “in 2001 we got our new investment rules and 
the whole pension system was reformed. That is when [the fund] as it is today was 
created. But before this reform we did not do anything regarding sustainability. It was 
not a part of our mission and I would like to say that it was not something that the 
society thought about at all.” As the respondent explains that although they had 

information regarding the issues present within some companies in their portfolios, this 
was nothing they used in the investment process. Then, the respondent said “it began 
with having information about this and has developed into being used more and more.” 

Although expressed slightly different, this was the main perception of the respondents. 
However, some respondents did not hold this view as one respondent even calls it “the 
emperor’s new clothes” due to the fact that their work have not changed, although 

several new definitions and concepts regarding sustainable investments has developed.  

6.1.2 Strategic decisions 

Similar in all of the funds interviewed, the major strategic decisions and guidelines are 
decided upon by the board of directors and the CEO. Thus, the CEO and the board 
decide on the funds overall plans and strategies. As expressed by respondent C1, “what 
the board decides is the 10 year strategic time horizon. What the CEO decides on, this 
strategic asset allocation, also has a time horizon of 10 years. Then, the CIO and his 
group of X people […] where his decision is based on a 3-5 year time horizon and this 
level we call the strategic portfolio.” Regarding the sustainability strategy of the funds, 

we received somewhat similar answers. As respondent A1 said, “within [the fund] we 
have a sustainability, well you could say strategy, but we don’t want to call it a 

sustainability strategy since it’s a part of the asset management strategy. We call it our 

prioritised focus areas within sustainability”, imply that the overall sustainability in 

fund A was handled as an integrated part in the fund’s asset management. However, 

looking at the funds’ overall structure, both what was communicated during the 

interviews and from their official documents, we can see that they do have different 
approaches to this. As some of the funds have a separate team which is responsible for 
the sustainability issues, other funds do not. Thus, it is difficult to state how the funds 
are generally handling the sustainable investments. However, as they do have a 
common regulatory framework, as well as the Ethical Council, they have common traits 
which have been expressed above.  

6.1.3 Operational decisions 
Similar throughout the funds we interviewed, the operational decisions within the fund, 
i.e. the actual decisions regarding what companies to include or not, was assigned to the 
asset managers. However, these asset managers did not have a detailed framework or 
guidelines to follow regarding their portfolios, neither did they have completely free 
hands to do as they liked. As respondent B2 said, “they [the asset managers] have 
guidelines they have to follow. If we take an example of someone having the 
responsibility over American shares, then there is an allocation to the American share 
on a general level. This manager then has to stay within the limits of how much he can 
deviate from the index. Then you measure the tracking error, how much the manager’s 

portfolio deviates, and you put up different criteria around that. This is happening on 
different levels, but I do not think that there are any managers who can do as they like, 
but there is a rigorous regulatory framework.” This implies that the asset manager has 

rules to follow regarding the amount of risk taken in the portfolio, and the general 
allocation of assets. However, actual choices made, are not regulated or set. This is 
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similar to the answer we got from respondent C1, “the asset managers are not given any 
detailed templates [on how to manage the portfolio]. […] It’s not controlled in detail 

that we should look on this specifically, or, we should include sustainability into the 
investment decision and these are the words that we want to prioritize.”  

6.2 Investment process 
When asking the participants about the investment process, the initial response was that 
it is such a large and complicated process that it is almost impossible to describe. 
However, after going into more detail and making more specific questions regarding the 
equity management and investment process, we got more extensive answers.  

6.2.1 Methods 
From the responses we received, we understood that there is no general investment 
process within the AP-funds which they are following. Instead, this is very dependent 
on the sectors in which they invest in. The reason for this is that sectors work and 
behave differently; leading to a general investment process for all different types of 
assets, sectors and industries being insufficient. Due to these sector differences, the 
asset managers need to pay close attention to the specifics within each sector, leading to 
different criteria. Not surprisingly, in accordance with Markowitz’s (1952, p. 79) 

traditional portfolio theory, these funds have recognised the complexity of managing 
portfolios which is not only to choose the preferred attributes. Rather, it includes 
choosing an appropriate risk level and the most efficient portfolio dependent on this risk 
preference. This is also consistent with Elton & Gruber’s (1997, p. 1744) findings that 
adaptations to the specific sector at hand might result in a better portfolio. Thus, the 
funds are following the approach developed by Markowitz (1952, p. 79) in their 
fundamental and underlying assumptions about their investments.  
 
As the initial question was related to the general investment process, the respondents 
did not have a clear answer. However, some of the respondents made some more 
specific examples of how the investment process looked like in the equity portfolio for 
example. The general framework regarding the investment process in funds as 
developed by Spronk & Hallerbach (1997, p. 116) shows the different stages of the 
investment decision. According to this framework, in the initial stages of the investment 
process, the asset managers have a list of investment alternatives. As respondent C2 
stated that they were beginning the investment process with a set number of 
alternatives, which were then filtered in terms of sectors, this would correspond to the 
first stage in Spronk & Hallerbach’s (1997, p. 116) framework. In fund B, however, the 

initial stage involved the decision of risk level, which was then followed by a decision 
of how to allocate between stocks, bonds, interest rates, real estate, etc. As this is not 
part of the framework proposed by Spronk & Hallerbach (1997, p. 116), it could imply 
that fund B has a different investment process. However, as it is still in line with the 
traditional portfolio theory (Markowitz, 1952, p. 79), we could assume that what is 
described by the respondent in fund B is the decision which is preceding the investment 
process. In fund A, however, the listed stocks are following an index, leading to the 
conclusion of a deviation from the general investment process framework in this fund.  
 
In step two of this process, these alternatives needs to be analysed with regards to their 
cash flows and other financial measures. As respondent C2 stated that they had a filter 
in order to find what companies they were able to invest in, this would imply the use of 
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a financial analysis. Furthermore, although respondent A1 said that the portfolios are 
quantitatively managed, we could assume that although the initial stage of Spronk & 
Hallerbach’s (1997, p. 116) framework did not apply, so does the second step. The third 
step of the framework was to identify the market price, i.e. the valuation, of the different 
possible alternatives. According to the framework, the alternatives with the highest 
market value should be chosen for the portfolio. Although our assumption is that all of 
the funds make a valuation, only the participants from fund C expressed this during the 
interview.  
 
Regarding the inclusion of sustainability parameters into the investment process, Spronk 
& Hallerbach (1997, p. 116) framework somehow lacks these aspects. However, they 
do state that each investor has his or her own set of preferences, which is guiding the 
investment decision. Applying SRI measures to this framework would thus imply that 
each of the investors in the AP-funds is basing the investment decision, with regards to 
sustainability, on their own beliefs. However, as these funds have a rigorous regulatory 
framework; it is unlikely that this decision would be completely up to the asset 
manager’s own judgement. Although the respondents said that there was no explicit 
description for the managers on how to include sustainability, they did have general 
guidelines for this. Another theoretical option would be to use the more recently 
developed framework by Hallerbach et al. (2004, p. 519). However, according to this 
framework, the sustainability aspects are incorporated into every step of the investment 
process. Thus, all of the preferred attributes of each asset are pre-defined and evaluated 
for each sets of assets.  
 
However, this does not apply to these funds which we have interviewed. Although they 
do make an attempt to make sustainability an integrated part of their asset management, 
they are not following the framework explained by Hallerbach et al. (2004, p. 519). 
Since the funds are making the initial decision of alternatives they are willing to invest 
in based on sector analyses and financial measures, they are not incorporating 
sustainability into every step of the way. This is even explicitly expressed by respondent 
C1, “it’s not until they begin to funnel down the alternatives they want to take a closer 

look at the sustainability aspect comes into the picture.” Thus, we can conclude that 

even though the funds are aiming towards integrating sustainability into their 
investment processes, they are not following this framework. However, as we also saw 
that the funds generally could be seen as using Spronk & Hallerbach’s (1997, p. 116) 

framework, the inclusion of sustainability parameters did not fit well into this 
framework, which would imply the need for an updated model.  

6.2.2 Management and follow-up 

In fund A, the asset management and follow-up is encompassed by objectives and 
internal goals which, for example, include measuring the carbon footprint of their listed 
shares. This measurement of the carbon footprint is, however, done by all of the firms 
as it is something imposed by the Ethical Council. But, in terms of companies which 
they previously have divested from, they are doing regular follow-ups in order to see 
whether or not these companies have made any changes which would make it possible 
for the fund to reinvest in these companies again. In order to be able to reinvest in these 
companies, there are certain criteria which the company has to fulfill. This also applies 
to the excluded firms, and depending on the reason for exclusion, the fund engages in 
the company and enters into a dialogue with the firm in order to push them into a better 
direction. Fund B is also monitoring their companies in a similar way; they try to keep 
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track of the companies which they have invested in by screening them, in order to have 
a dialogue with them. The respondents in fund B also said that they believe that it is 
important to be aware of the companies’ weaknesses in order to better be able to help 
improving the companies and to push them into becoming more sustainable.  
 
According to respondent C1, the management and measurement of sustainability is, 
although something they strive to do, something which is very difficult. “On one hand, 
it is hard to define what to measure, and on the other hand it is hard to isolate the 
sustainability in it all.” However, similar to fund A and B, they too have screens and 

follow-ups in order to see whether their companies are being sustainable. And if they 
are not, they will have a dialogue with the company. Respondent C1 also said that one 
thing which makes it hard for the distinction between regular management and 
sustainable, is that some of the parameters and aspects are seen as more concerned with 
business strategy than sustainability. As we can see that all of the funds are choosing to 
enter into a dialogue with the company if something has happened, this further 
strengthens the findings of Hamilton & Eriksson (2011, p. 51) which concluded that the 
AP-funds were more inclined to use engagement as a strategy.  
 
However, although most generally applied to corporate management (Roberts, 2005, p. 
251; Shavell, 1979, p. 66), the agency theory can be applied to these situations as well 
(Jensen & Meckling, 1976, p. 307). Agency problems are often described as occurring 
when the principal’s and the agent’s incentives and goals differ and in funds, these 

problems could either occur between the funds and the companies, or between the board 
and the asset management. Through the AP-funds’ need for following up and 

monitoring their investments, we notice the possible occurrence of agency problems 
between the fund managers and the companies. Due to information asymmetry between 
the management of the company and the asset managers, there is a possibility that the 
asset manager might not have access to all relevant information about the company. 
Although the funds are screening the companies in their portfolios, it is difficult to 
assess whether all information is received or not. However, in order to prevent these 
agency problems, the funds are having a number of dialogues with the companies. 
Along with the use of new databases, some of the funds are also minimizing this risk by 
having extensive information at hand. Furthermore, during the dialogues, the funds are 
setting a number of criteria for the companies to follow. In these situations, the risk of 
agency problems increases as the companies might hide relevant information. However, 
in order to fight this, the funds are scrutinizing the companies by even having company 
visits at some companies. In this way, they are helping companies with the problems 
they encounter, while at the same time minimizing the risk of agency problems.  

6.3 Sustainability 
As the purpose of this study was to go into depth regarding the understanding of how 
the AP-funds are incorporating sustainability into the investment process, we asked 
them specifically about the different aspects of sustainability. As sustainability is a 
concept which can be interpreted in many different ways, we chose the definition of 
sustainability in accordance with the TBL’s and ESG’s three aspects; financial, 

environmental and social.  
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6.3.1 Different aspects of sustainability  

In order to be able to answer one of our stated research questions, “how is sustainability 
parameters incorporated into the investment process in the Swedish national pension 
funds today?”, we asked our respondents how they include each of the three aspects of 
sustainability into their investment process. But, these aspects are not completely 
separated from each other. Common for all of the funds was that they all have to take 
sustainability into consideration in order to comply with the law. However, they cannot 
ignore the financial aspect of sustainability as this is the fundamental part of their 
mission; to achieve a high return at a low risk. Thus, in order for it to be interesting for 
the funds to look at a company at all, it must be financially stable. And as respondent 
C1 answered to the question about financially sustainability, “if the firm does not have 
the financial profitability, they could be really good on the other things, but they will 
still not survive because, well, it is integrated; the core of everything. It is the basis; it is 
what we have always done while we have added the other parts later on.” Respondent 
B2 similarly said “if we would not think that these firms would generate good returns in 
the long-run, we would not do this due to our regulations so to say.” This further 

strengthens our previous findings regarding the investment process as being mainly 
based on financial measures, with sustainability parameters being added on in the later 
parts of the process. 
 
Furthermore, we could see that the reason for these aspects being so closely tied in the 
investment process is because the funds do not perceive it to be economically viable to 
invest in a company which is too harmful for the environment, or which is violating 
human rights. Due to this climate or ethical risk, the funds perceive this to be too risky 
in the long run. The general perception among the funds is that sooner or later, these 
types of companies will have to make a change, especially due to the consumers’ 

increasing demand on sustainable products. In addition, these changes will have 
financial effects on the company, which could imply that this might not be a good 
investment in the long run, which was expressed by respondent C2. “if a company does 
not behave socially, then they will have to correct these issues in the future, which will 
lead to higher future costs. Their products and services might not sell because the 
customers do not want them and they therefore do not have a market for it. So 
depending on the sector and how it works, you have to be aware of the societal 
context.”  
 
 Regarding the social aspects of the concept of sustainability, the funds are mainly 
following the UN Guiding Principles on Business and Human Rights, the so-called 
ruggie principles. These principles lay the foundation for the principles on human rights 
which companies should follow. During the interviews, the funds explained their 
investments based on the social aspects as being very deeply rooted in the conventions 
Sweden has signed. As respondent A1 said, “if we exclude a company like that, it is 
based on conventions that Sweden has signed. In these cases, it is not done on the basis 
of a financial analysis, but rather the conventions. Thus, if a company breaks a 
convention that Sweden has signed, then we will enter a dialogue with the firm and if we 
think that nothing is happening in this area, and then we will, as a last way forward, 
exclude them.” The same argumentation was made during other interviews as well, 

which implies that this is the most important aspect of the social sustainability aspect.  
 
The last aspect of sustainability, the environment, we found was the aspect which was 
the least incorporated into the investment decision. Although the interview participants 
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perceived this to be a very important parameter, it was not as easy to incorporate as the 
other ones. As respondent C1 both said “it is there, but it is not weighing heavily yet.”, 

and “of course we look at the environmental side. We watch our databases closely to 
see whether the firms have been involved in any incidents or not.”, we can see that 

although the funds are moving in the right direction in terms of the incorporation of 
environmental parameters, they still have room for improvements.  
 
Although we did not receive any answers explicitly stating the involvement in 
community involvement during our interviews with the AP-funds, all of the funds did 
mention their investments in green bonds, with the goal to increase these investments 
even further. As green bonds are investments made where the returns are invested in 
good and sustainable projects, this could be seen as an indirect type of community 
involvement. Being defined as contributing to the community (Renneboog et al., 2008a, 
p. 1729), community involvement can be both connected to the environmental and 
social part of a community. However, it is mostly seen from the social side of the 
matter. Finally, some respondents did mention the investment in water purifications and 
while this is not exactly in accordance with the definition of community involvement, 
we argue for this being applicable as well.  

6.3.2 Issues and trade-offs 

As we tried to answer our other research question “are there any issues and trade-offs 
involved in this process?”, we asked the respondents a few questions regarding the 
eventual issues and trade-offs in the sustainable investments. Common for all of the 
funds was the difficulties of measuring the qualitative sustainability data. As respondent 
A1 said “of course it would have been much easier if we would have everything in 
numbers in an excel spreadsheet.” However, the other respondents explained the same 

issue, as well as the issues regarding definitions. As the companies on the one hand 
have decreased their use of raw materials in the production which is beneficial for the 
environment, while the reason for doing so is cost reduction; how do you measure this? 
The problem with many of these things were found to be the fact that as the different 
aspects of sustainability are somewhat diffuse, it is difficult to know whether something 
should be measured as dependent on the sustainability parameters, or other traditional 
parameters.  
 
Additionally, before making an investment choice, the asset manager makes a valuation 
of the asset which is then compared to the asset’s market price. It is, however, difficult 

for the asset managers to know whether the company’s sustainable efforts are included 

in the price. This could be seen as connected to agency theory as well due to the issues 
regarding information asymmetry. As there is a mismatch of information regarding the 
pricing of the assets, the investment decision becomes more difficult. However, this 
might not depend on any agent’s malice, or will to make it more difficult. Rather, we 
would argue that this depends on a deficiency in the underlying theories behind how the 
market is pricing the assets. Furthermore, the general theories behind this are not 
adapted to the increased emphasis on sustainability, leading to these issues.  
 
We can thus conclude that it is hard for the funds to measure and quantify sustainability; 
especially since everyone interprets sustainability differently, which makes it hard to do 
an excellent job. With different definitions of sustainability it is not easy to know if the 
right thing is to exclude oil companies or not, and not even the TBL or ESG approach 
provides an answer to this. If you exclude oil companies due to environmental issues 
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and the oil price is low and then increases, this means that the fund has lost a potentially 
good investment. This is not financially sustainable, and it goes against the law the 
funds need to follow. These are not easy decisions that need to be taken, since it affects 
different aspects of sustainability in different ways and there is no right or wrong 
answer. In addition to this, we found that there are some trade-offs between 
sustainability and return. Somehow, when making investments which is not sustainably 
viable, the funds has to really be sure that the returns for making this investment 
justifies the negative sustainability which was pointed out by respondent C2. “There is a 
trade-off between what has to be done functionally, like it is when we believe we want to 
invest in something that is bad from an ESG perspective. Then we have to do additional 
work to make sure that these aspects actually are, well, that the price we pay for this 
asset compensates for it being bad in the sustainability aspects.” 

6.3.3 Exclusions 

If the circumstances are not as serious, where the AP-funds do not need to exclude the 
company, there are other tools they use. One example of this is divestments. Before a 
divestment is made, the fund screens the company in order to be able to analyse it. 
Then, the fund conducts a financial analysis and divest in companies based on the 
financial climate deficiency. However, in contrast to exclusions, once they have chosen 
to divest from a company, they do not publish it as they are following up the company, 
and if a change occurs, they can reinvest in the company. This is mainly done to small 
cap companies and cannot be applied in all sectors. According to the results of our 
study, we can see that the AP-funds use exclusions to mark the behaviour of companies, 
although it is not the only approach the AP-funds use. Exclusion is mainly used on the 
extreme occasions when companies violate any conventions that Sweden has signed, or 
if the company does something illegal. Recommendations to exclude companies are 
made by the Ethical Council, however, the choice of how to handle this and whether or 
not to exclude the company is made by the fund itself. If a company stops with the 
operations which were the cause of the exclusion, the fund is able to invest in the 
company again. This does not necessarily mean that they will do this; only that they 
have the possibility. However, an excluded company is always closely scrutinised in 
five years after the reinvestment in order to see whether they have actually changed.  
 
In accordance with Hamilton & Ericsson’s (2011, p. 58) findings, we see that the funds 

chose to exclude firms only after having made an attempt to influence the company. The 
more preferred alternative is to make an attempt to affect the company to make a change 
in the right direction with the use of engagement in the specific case. The funds usually 
have several dialogues with the company. However, Hamilton & Eriksson (2011, 57) 
also notes that this kind of approach does take longer time; usually several years.  We 
also found that although the funds sometimes make direct contact with the company, 
they sometimes use a third party as their representative which is a way for the fund to 
avoid direct contact with the firm. This is also similar to the findings of Hamilton & 
Eriksson (2011, p. 57). As mentioned, the more preferred choice is engagement. As this 
includes the extensive use of dialogues with the companies to make them change, this 
would be what Hamilton & Eriksson (2011, p. 44-45) explains as shareholder 
engagement.  
 
Something which was further found during the interviews was the funds’ use of the 

different screening methods. Generally, negative screening includes the exclusion of 
certain industries, such as tobacco, alcohol, gambling etc. (Lee et al., 2010, p. 352), 
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while positive screening includes finding the companies within different sectors and 
industries which performs better from a sustainability perspective than other companies 
(Kempf & Osthoff, 2007, p. 909). According to Renneboog et al. (2008a, p. 306) most 
of the funds use a combination of positive and negative screening which is something 
we also see in our study. We have noticed, however, that the AP-funds work a bit 
differently with screenings. The only fund that expressed how they work with screening 
during their interview was fund B and they work both with positive and negative 
screening. One example of this is that they have excluded coal from their portfolio 
completely, so in this industry they are using negative screening. At the same time, they 
also state that they are using positive screens when they try to find good companies 
within bad industries as they are trying to increase the number of companies working 
with sustainability in their portfolio. Although the other AP-funds have not explicitly 
said that they use screens, they might do it as well. However, although this may imply 
that these funds are using screens without using the name for it, only fund B describes 
how they work with positive and negative screening during the interview.  

6.4 Key findings  
Based on our empirical results, we can draw some conclusions about the AP-funds’ 

investment process. From the answers we received from our participants, and the 
investment process framework developed by Spronk & Hallerbach (1997, p. 116), we 
have developed a model which describes the process. Assuming that the funds’ general 

risk-level is already decided upon, the investment process generally begins on a broad 
level as is depicted in Figure 7. Thus, the investment process begins by identifying the 
whole set of different alternatives within all different sectors which the investor might 
choose to invest in. Thereafter, these alternatives go through different financial analyses 
in order to evaluate their appropriateness for investments. After this, the asset manager 
does either negative or positive, or both, screens on the remaining alternatives in order 
to spot the best alternatives from a sustainability perspective. Thus, these are the chosen 
assets which are part of the sustainable investment. In addition to this, the funds are 
investing in green bonds which could be seen as a form of community involvement. If a 
company which misbehaves in some aspects, with regards to Swedish conventions, 
human rights or climate issues, they are entering into a dialogue with this company; 
showing the act of engagement. If this has no effect, the company is excluded from the 
portfolio.  

Figure 7. Model of the AP-funds’ sustainable investment process. 
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7. Conclusions 

Having conducted six interviews with three of the four Swedish national pension funds, 
we found an answer to our research questions of “how are sustainability parameters 
incorporated into the investment process in the Swedish national pension funds today?” 

and “are there any issues and trade-offs involved in this process?” In this chapter, we 
will summarize the general conclusions to be made from the analysis and discussion 
regarding the empirical findings.  

7.1 The AP-funds’ sustainable investment process 
The conclusion we can draw from what we found during the interviews, which was 
mainly backed by the information found in the funds’ official documents, was that the 

Swedish national pension funds do take different sustainability parameters into account 
in the investment process. However, we also found that the actual parameters included 
are very sector-dependent, making it rather impossible to form a general framework of 
their work. As the results of the study indicates that although not all of the funds are 
incorporating every aspect of sustainability into the investment process to the same 
extent, they are aware of the issues embedded in this. In order to answer our research 
question of “how is sustainability parameters incorporated into the investment process 
in the Swedish national pension funds today?”, we based our theoretical frame of 

reference in the previous literature concerning the different methods of screening, 
shareholder advocacy, community involvement as well as the general framework of the 
investment process. Following this, we could draw conclusions based on the responses 
we received during the interviews which resulted in the development of a model of the 
AP-funds’ sustainable investment process.  
 
The model we have developed takes its stance in the original investment process 
framework created by Spronk & Hallerbach (1997, p. 116) and explains the different 
steps of the investment process in the funds. Although we did see that all of the funds 
were concerned with the inclusion of different sustainability criteria in the investment 
process, we could also see that the main underlying reason for this was the AP-funds’ 

law. This law forces the funds to focus mainly on the returns and the risk minimization, 
and the preparatory work of the law suggests an increased emphasis on environmental 
and ethical issues. However, this is only on a general level, leaving the funds to create 
their own methods and standards for meeting these requirements. Thus, the funds are 
working with these both individually, but also together in terms of the Ethical Council. 
As for the investment process, the model we have developed explains the general 
framework of how sustainability is included in the investment process, and we could see 
that they are generally incorporating these parameters in the later parts of the portfolio 
construction. However, it is also important to note that a large part of the funds’ work 

consists of monitoring and management of already existing investments. Therefore, the 
funds also have processes for how to spot companies which are behaving unethically or 
having environmentally harmful activities, which are followed by shareholder 
engagement in the form of dialogues with the affected company. Only in the case where 
a change is not likely to happen, or when the company shows no signs of attempting to 
change, the funds choose to exclude a company from the portfolio.  
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Furthermore, we found that in addition to the expression in the law, one of the main 
reasons for including different parameters of sustainability into the investment process 
was due to the long-term financial risks associated with a non-sustainable behaviour. 
Thus, according to our findings, we can see that the AP-funds do include sustainability 
issues into their investment process. However, we also notice that there are several 
issues and trade-offs embedded in this, which answers our second research question 
“are there any issues and trade-offs involved in this process?” The general issues 
expressed by the participants are concerning the measurement and inclusion of different 
qualitative sustainability parameters. As portfolio construction and management is 
traditionally based on numerical and quantitative data, the inclusions of qualitative 
aspects are somewhat challenging. Furthermore, we see that the legal framework 
removes some of the issues regarding the choice between return and sustainability as the 
law states that they should focus on the returns.  
 
In conclusion, we argue that the AP-funds are generally only following the regulation. 
Although we do understand the need to follow the law, not the least in order to create a 
stable supply of capital for the future retirees, we believe that the funds could benefit by 
including other drivers and incentives into the transition of becoming more sustainable 
in their investments. However, this is difficult and as one respondent said “you might 
think that the AP-funds should have their own ethics, but it is actually very hard to have 
our own idea about how we will save the world because we have our mission by the 
government and the Swedish people, and thus we really need to follow the law.” This is 

also evident by looking at the results of the report made by the Fair Trade Center (2014) 
which refers to many of the different biodegradable companies within the funds’ 

portfolios.  

7.2 Theoretical contributions 
In this study, we have investigated the AP-funds’ investment process from a sustainable 
perspective and found that the AP-funds are careful to follow the law when 
incorporating sustainability parameters into the investment process. The analyses with 
the discussions and the conclusions made have been based in the theoretical framework 
developed in chapter 3, including the different screening methods, shareholder advocacy 
and community investment. The model presented in Figure 7, was based in the 
investment process framework developed by Spronk & Hallerbach (1997, p. 116) and 
then added onto in terms of sustainability. Based on our conclusions, we could not find 
support for the investment process developed by Hallerbach et al. (2004, p. 519) in the 
AP-funds’ process, especially not in terms of the inclusion of sustainability. We have 

furthermore strengthened the findings of previous researchers which found that the AP-
funds did prefer engagement rather than exclusion. Finally, this study strengthens the 
well-established theory of agency problems and found that these are present within the 
AP-funds’ investment process, especially in terms of information asymmetry.  

7.3 Practical recommendations  
As we have concluded how different sustainability parameters are included in the AP-
funds’ investment process, and we have developed a model which explains this, we 

argue that this study also can contribute to shedding light to the issues regarding the 
incorporation of sustainability into the investment process. As the societal goal is to 
achieve a global warming of less than 1.5ºC, we believe that this study is an initial step 
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in order to gain an increased understanding of the AP-funds and the sustainability of 
their investments. The findings of this study could also be beneficial to the potential 
development of new regulations regarding the AP-funds. Thus, we believe that this 
understanding of the investment process, which is described in this study, could be of 
relevance for the government in the development of a new law, which includes more 
heavy emphasis on the sustainable investments than what is done today. As we are also 
shedding light to the different issues and trade-offs in the process and to some extent 
how this is faced, we believe that this could possibly help other asset and fund managers 
in their implementations of sustainable investments. Furthermore, this study could be 
applicable in some instances where other countries are aiming at developing more 
sustainable national pension funds. They could thus apply some of the methods and 
processes which are used by the AP-funds today in order to become more sustainable. 
Although one could make the assumption that this study is of no relevance for company 
managers, we argue the contrary. As managers of sustainability underperforming 
companies see that the sustainability of companies are important aspects of the national 
pension funds’ investment decision, it might lead to a change in terms of improved 

operations. Thus, it might also contribute to managers feeling that their actions actually 
count and that they are relevant for the funds.  

7.4 Future research 
During our study, we concluded that the AP-funds are incorporating sustainability into 
the investment process in different ways. However, we find it interesting to fully 
understand the underlying reasons for doing this. As these funds are regulated by law, 
where they first of all should focus on the returns, if could be easy for the funds to 
“ignore” the sustainable aspects with the justification that this might decrease the 

returns, which they are not. Does this depend on the preparatory work of the law, or is it 
due to a sincere concern about the environment and ethics? As there have been studies 
made which shows the complexity of this issue and that it is difficult to know whether 
sustainable investments are actually “paying off”, we suggest that future studies focus 
of the underlying incentives within these funds for including sustainability parameters 
into the investment process.  
 
Moreover, it would be interesting to delve into a more specific understanding of what 
sustainability parameters are used for each specific type of investment, and how this is 
embedded in the investment process in different ways. Lastly, we also believe that a 
study focusing on a more thorough understanding of the management of the issues 
embedded in the inclusion of sustainability parameters into the investment decision and 
process.  
 
 
 
 
 
 
 
 
 
 
 



70 
 

8. Quality assessment 

Throughout the process of writing and executing this study, there have been several 
aspects to consider for ensuring that this study retains a high quality. As described in-
depth in section 2.7, we have defined a number of different quality criteria to aid the 
quality assessment. The first criterion which we identified was credibility, or internal 
reliability. As this is concerning the way of collecting data, and whether the collected 
data is giving a correct picture of reality, we have taken several steps of action in order 
to increase the credibility of our data and findings. Since this is a qualitative study, the 
credibility of the collected data is dependent on the interview responses. By using a 
semi-structured interview, we were able to ask follow-up questions in order to gain a 
deeper understanding and make clarifications when possible. Furthermore, all of the 
participants received a copy of their own answers, structured in quotes, and were given 
the opportunity to read it through in order to spot any misinterpretations or actual faults. 
The respondents all read their quotes and returned to us with some minor changes; both 
regarding some inaccurate numbers that were given during the interview, and some 
additions for further clarification. As the interviews were held in Swedish, there is a 
possibility for potential translation biases or errors. In order to minimize these, the 
respondents were sent the English translation of their quotes. This enabled them to spot 
any errors stemming from translation.  
 
Due to the nature of this study being qualitative, there is a possibility that we, as 
researchers, have influenced the respondents during the interviews. However, as we 
explained in chapter 2, we believe this to be the most appropriate method for conducting 
this study. Therefore, we have tried to remain as neutral during the interviews as 
possible in order to avoid these types of biases. Due to this, we consider the overall 
credibility of this study to be relatively high, and thus, the credibility criterion to be 
fulfilled. The other criterion identified was the transferability of the results, which was 
also closely related to external validity. Although the aim of this study is not to draw 
conclusions about how funds in general incorporate sustainability into the investment 
process, there are a certain amount of generalizations that can be made. Since the 
population of this study is the four buffer funds in the Swedish national pensions 
system, and we have interviewed people in three out of these four funds, we believe that 
we can make some general conclusions regarding how these funds incorporate 
sustainability into the investment process and what issues, problems and trade-offs they 
perceive to be present. Additionally, the transferability is also dependent on the 
usefulness of the study for future researchers, and we believe that our study provides a 
good representation of the funds’ current operations. Therefore, we consider the 

criterion of transferability to be fulfilled.  
 
The third criterion which was identified was dependability. Since this criterion is 
closely tied to the ability of other researchers replicating the study, we have been 
thorough in our explanations of, and choice of, our methodological approaches and the 
choice of research method. This will enable any future researcher to replicate the study, 
and thus, strengthen the dependability. The only part of the study where a full 
replication might prove difficult would be regarding the participants of the study. Due 
to the size of the funds, the anonymity of the respondents could not be held if we would 
have clearly stated their job titles. This means that a complete replication not is 
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possible; however, we believe that interviews held with other participants, in the same 
areas of responsibility as discussed in the previous chapters, would yield the same 
results. Furthermore, future researchers conducting this study might end up with 
different results than what is presented in this study. It is important to be aware that 
there is always an underlying risk of the respondents not answering correctly or 
truthfully. Moreover, depending on when this future study takes place, the sustainable 
investment process of these funds might have changed, or the legislation of how the 
funds should operate might have changed, leading to different results. Thus, it is 
difficult to assess whether or not a future study would generate similar results. 
However, we argue that since we have provided the reader with all the tools used in this 
study, it is possible to replicate and thereby fulfils the dependability criterion.  
 
Furthermore, the fourth criterion used is the confirmability, which concerns the 
possibility of the researcher’s personal values and underlying assumptions affecting the 

study. In order to minimize this, we have made continuous reflections about our own 
assumptions and values, and tried our very best to keep an open mind in every step of 
the research process. Although it is nearly impossible for a researcher to be completely 
objective as he or she is often unaware of his or her underlying assumptions, we have 
made an attempt to remain neutral during the interviews in order to not influence the 
responses in any way. As we used semi-structured interviews, we did also have some 
follow-up questions to the interviewees, and in order not to let these questions be angled 
by our assumptions, we tried to ask them in an as neutral tone as possible; not giving 
any positive or negative weights to the questions. In order to further increase the 
confirmability of the study, we made use of triangulation of the results. Since this 
information was gathered from written documents, this added further depth to the 
results and made it possible to cross-check the interviewees’ answers, leading to more 

objective results and a fulfilled confirmability criteria.  
 
Lastly, we identified three different validity criteria; descriptive, interpretive and 
theoretical. The descriptive validity concerns the researcher’s truthfulness and since we 

have been making an effort to be as truthful as possible throughout the study, by clearly 
explaining every step of the research process to the reader, and by having continuously 
explained the purpose and objective of this study for the participants, we consider this 
criterion to be fulfilled. Concerning the interpretive validity, we believe that since we 
enabled the participants to read their answers and make comments on it before using 
them in the study, we are fulfilling this criterion as well. Finally, as we base our study 
on a theoretical frame of reference and previous studies we argue that the theoretical 
validity is fulfilled as well, leading to an overall good quality of this study.  
 
 

 

 

 

 

 

 



72 
 

References 

Akerlof, G. A. (1970). The Market for ”Lemons”: Quality Uncertainty and the Market 
Mechanism. The Quarterly Journal of Economics, 84 (3), 488-500.  
 
Ali, A. M. & Yusof, H. (2011). Quality in Qualitative Studies: The Case of Validity, 
Reliability and Generalizability. Issues in Social and Environmental Accounting, 5 
(1), 25-64. 
 
Altheide, D. L. (1987). Reflections: Ethnographic Content Analysis. Qualitative 
Sociology, 10 (1), 65-77. 
 
AP1 (2016). Årsredovisning 2016. [electronic]. Available via: 
http://feed.ne.cision.com/wpyfs/00/00/00/00/00/3C/67/E1/wkr0006.pdf. [Retrieved 
2017-03-27].  
 
AP2 (2016). Andra AP-fonden Årsredovisning 2016. [electronic]. Available via: 
http://www.ap2.se/globalassets/nyheter-och-rapporter/arsredovisningar/arsredovisning-
2016.pdf. [Retrieved 2017-03-27].  
 
AP3 (2016). Årsredovisning 2016 med integredad hållbarhetsrapport. [electronic]. 
Available via: http://www.ap3.se/wp-content/uploads/2017/03/Årsredovisning_2016-
1.pdf. [Retrieved 2017-03-27].  
 
AP4 (2016). Årsredovisning 2016. [electronic]. Available via: 
http://www.ap4.se/globalassets/formular/rapportarkiv/2016/ar16/ap4-ar-2016.pdf. 
[Retrieved 2017-03-27].  
 
AP6 (n.d.) Sjätte AP-fondens roll i pensionssystemet. AP6. 
http://www.apfond6.se/sv/Om-Sjatte-AP-fonden/. [Retrieved 2017-05-03].  
 
AP7 (n.d.) Om oss. AP7. http://www.ap7.se/sv/Om-AP7/Om-oss/. [Retrieved 2017-05-
03].  
 
Attride-Stirling, J. (2001). Thematic networks: an analytic tool for qualitative research. 
Qualitative Research, 1 (3), 385-405.  
 
Bahari, S. F. (2010). Qualitative Versus Quantitative Research 
Strategies: Contrasting Epistemological and Ontological Assumptions. Jurnal 
Teknologi, 52 (1), 17-28.  
 
Bauer, R., Koedijk, K. & Otten, R. (2005). International evidence on ethical mutual 
fund performance nd investment style. Journal of Banking & Finance, 29 (7), 1751-
1767.  
 
Becht, M., Franks, J., Mayer, C. & Rossi, S. (2009). Returns to Shareholder Activism: 
Evidence from a Clinical Study of the Hermes UK Focus Fund. The Review of 
Financial Studies, 22 (8), 3093-3129.  

http://feed.ne.cision.com/wpyfs/00/00/00/00/00/3C/67/E1/wkr0006.pdf
http://www.ap2.se/globalassets/nyheter-och-rapporter/arsredovisningar/arsredovisning-2016.pdf
http://www.ap2.se/globalassets/nyheter-och-rapporter/arsredovisningar/arsredovisning-2016.pdf
http://www.ap4.se/globalassets/formular/rapportarkiv/2016/ar16/ap4-ar-2016.pdf
http://www.apfond6.se/sv/Om-Sjatte-AP-fonden/
http://www.ap7.se/sv/Om-AP7/Om-oss/


73 
 

 
Bengtsson, E. (2008). A History of Scandinavian Socially Responsible Investing. 
Journal of Business Ethics, 82 (4), 969-983.  
 
Bonoma, T. V. (1985). Case Research in Marketing: Opportunities, Problems, and a 
Process. Journal of Marketing Research, 22 (2), 199-208. 
 
Braun, V. & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative 
Research in Psychology, 3 (2), 77-101.  
 
Brundtland, G. H. (1987). Our Common Future: A report of the World Commission on 
Environment and Development. [Report]. New York: Oxford University Press. 
 
Bryman, A., & Bell, E. (2011). Business Research Methods. 3rd edition. Oxford: 
Oxford University Press. 
 
Capelle-Blancard, G. & Monjon, S. (2014). The Performance of Socially Responsible 
Funds: Does the Screening Process Matter? European Financial Management, 20 (3), 
494-520.  
 
Chouinard, Y., Ellison, J. & Ridgeway, R. (2011). The Sustainable Economy (The Big 
Idea). Harvard Business Review, 89 (10), 1-12.  
 
Clark, G. L., Feiner, A. &Viehs, M. (2015). From the Stockholder to the Stakeholder: 
How Sustainability Can Drive Financial Outperformance. [Report]. Oxford: University 
of Oxford/Arabesque Partners.  
 
Clark, G. L. & Hebb, T. (2004). Pension Fund Corporate Engagement: The Fifth Stage 
of Capitalism. Relations Industrielles/Industrial Relations, 59 (1), 142-171.  
 
Clark, G. L. & Hebb, T. (2005). Why should they care? The role of institutional 
investors in the market for corporate global responsibility. Environment and Planning 
A, 37 (11), 2015-2031.  
 
Clarke, V. & Braun, V. (2017). Thematic analysis. The Journal of Positive Psychology, 
12 (3), 297-298.  
 
Collis, J., & Hussey, R. (2014). Business Research: A Practical Guide for 
Undergraduate & Postgraduate Students. 4th edition. Basingstoke: Palgrave 
Macmillan. 
 
Creswell, J.W. (2003). Research design: qualitative, quantitative and mixed methods 
approaches. 2nd edition. California: Sage Publications Inc. 
 
De Graaf, F. J. & Slager, A. (2009). Guidelines for Integrating Socially Responsible 
Investment in the Investment Process. The Journal of Investment, 18 (3), 70-78.  
 
Delmas, M. & Blass, V. D. (2010). Measuring Corporate Environmental Performance: 
the Trade-Offs of Sustainability Ratings. Business Strategy and the Environment, 19 
(4), 245-260.  



74 
 

 
DiCicco-Bloom, B. & Crabtree, B. F. (2006). The qualitative research interview. 
Medical Education, 40 (4), 314-321.  
 
Easterby-Smith, M., Thorpe, R., & Jackson, P. (2012). Management Research. 4th 
edition. London: SAGE Publications Ltd. 
 
Edmondson, A. C. & McManus, S. E. (2007). Methodological Fit in Management Field 
Research. The Academy of Management Review, 32 (4), 1155-1179.  
 
Eichberger, J., Grant, S. & King, S. P. (1999). On relative performance contracts and 
fund manager’s incentives. European Economic Review, 43 (1), 135-161.  
 
Eisenhardt, K. M. (1989). Agency Theory: An Assessment and Review. The Academy 
of Management Review, 14 (1), 57-74.  
 
Eisenhardt, K. M. & Graebner, M. E. (2007). Theory Building from Cases: 
Opportunities and Challenges. Academy of Management Journal, 50 (1), 25-32.  
 
Ejlertsson, G. (2014). Enkäten i praktiken: En handbok i enkätmetodik. 3rd edition. 
Lund: Studentlitteratur. 
 
Ejvegård, G. (2009). Vetenskaplig metod. 4th edition. Lund: Studentlitteratur. 
 
Elkington, J. (1998). Partnerships from Cannibals with Forks: The Triple Bottom Line 
of 21st-Century Business. Environmental Quality Management, 8 (1), 37-51.  
 
Elton, E. J. & Gruber, M. J. (1997). Modern portfolio theory, 1950 to date. Journal of 
Banking & Finance, 21 (11), 1743-1759.  
 
Ethical Council (2015). Etikrådets Årsrapport 2015. [electronic]. Available via: 
http://media.etikradet.se/2016/04/Etikr%C3%A5dets-%C3%A5rsrapport-2015.pdf. 
[Retrieved 2017-03-29].  
 
Fair Trade Center (2014). Pushing the Planet to Retirement: The Swedish National 
Pension Funds and Biodiversity Loss. [Report]. Stockholm: Fair Trade Center. 
 
Fama, E. F. (1980). Agency Problems and the Theory of the Firm. Journal of Political 
Economy, 88 (2), 288-307.  
 
Fama, E. F. & Jensen, M. C. (1983a). Separation of Ownership and Control. The 
Journal of Law & Economics, 26 (2), 301-325.  
 
Fama, E. F. & Jensen, M. C. (1983b). Agency Problems and Residual Claims. The 
Journal of Law & Economics, 26 (2), 327-349.  
 
Folger, R. & Stein, C. (2017). Abduction 101: Reasoning processes to aid discovery. 
Human Resource Management Review, 27 (2), 306-315.  
 

http://media.etikradet.se/2016/04/Etikr%C3%A5dets-%C3%A5rsrapport-2015.pdf


75 
 

Ghauri, P. & Gronhaug, K. (2010). Research Methods in Business Studies. 4th edition. 
Harlow: Pearson Education. 
 
Gillian, . L. & Starks, L. T. (2000). Corporate governance proposals and shareholder 
activism: the role of institutional investors. Journal of Financial Economics, 57 (2), 
275-305.  
 
Glac, K. (2009). Understanding Socially Responsible Investing: The Effect of Decision 
Frames and Trade-Off Options. Journal of Business Ethics, 87 (1), 41-55.  
 
Glavic, P. & Lukman, R. (2007). Review of sustainability terms and their definitions. 
Journal of Cleaner Production, 15 (18), 1875-1885.  
 
Goodman, L. A. (1961). Snowball Sampling. The Annals of Mathematical Statistics, 32 
(1), 148-170.  
 
Hagen, J. (2017). Pension principles in the Swedish pensions system. Scandinavian 
Economic History Review, 65 (1), 28-51.  
 
Halbritter, G. & Dorfleitner, G. (2015). The wages of social responsibility – where are 
they? A critical review of ESG investing. Review of Financial Economics, 26, 25-35.  
 
Hale, J. (2016). Morningstars nya hållbarhetsbetyg. Morningstar.se. [Online] March 16. 
Available via: http://www.morningstar.se/Articles/News.aspx?title=morningstars-nya-
hallbarhetsbetyg. [Retrieved 2017-03-29]. 
 
Hallerbach, W., Ning, H., Soppe, A. & Spronk, J. (2004). A framework for managing a 
portfolio of socially responsible investments. European Journal of Operational 
Research, 153 (2), 517-529.  
 
Hamilton, I. & Eriksson, J. (2011). Influence strategies in shareholder engagement: a 
case study of all Swedish national pension funds. Journal of Sustainable Finance and 
Investment, 1 (1), 44-61.  
 
Hoepner, A. G. F. & Schopohl, L. (2016). On the Price of Morals in Markets: An 
Empirical Study of the Swedish AP-funds and the Norwegian Government Pension 
Fund. Journal of Business Ethics, 1-28. 
 
Hofer, B. K. & Pintrich, P. R. (1997). The Development of Epistemological Theories: 
Beliefs About Knowledge and Knowing and Their Relation to Learning. Review of 
Education Research, 67 (1), 88-140.  
 
Holme, I. M. & Solvang, B. K. (1997). Forskningsmetodik: om kvalitativa och 
kvantitativa metoder. 2nd edition. Lund: Studentlitteratur. 
 
Hoskisson, R. E., Hitt, M. A., Johnson, R. A. & Grossman, W. (2002). Conflicting 
Voices: The Effects of Institutional Ownership Heterogeneity and Internal Governance 
on Corporate Innovation Strategies. The Academy of Management Journal, 45 (4), 697-
716.  
 

http://www.morningstar.se/Articles/News.aspx?title=morningstars-nya-hallbarhetsbetyg
http://www.morningstar.se/Articles/News.aspx?title=morningstars-nya-hallbarhetsbetyg


76 
 

Humphrey, J. E. & Lee, D. D. (2011). Australian Socially Responsible Funds: 
Performance, Risk and Screening Intensity. Journal of Business Ethics, 102 (4), 519-
535.  
 
Irvine, A., Drew, P. & Sainsbury, R. (2013). ‘Am I not answering your questions 

properly?’ Clarification, adequacy and responsiveness in semi-structured telephone and 
face-to-face interviews. Qualitative Research, 13 (1), 87-106.  
 
Jayashankar, P., Ashta, A. & Rasmussen, M. (2015). Slow money in the age of 
fiduciary capitalism. Ecological Economics, 116, 322-329.  
 
Jensen, M. C. & Meckling, W. H. (1976). Theory of the Firm: Managerial Behavior, 
Agency Costs and Ownership Structure. Journal of Financial Economics, 3 (4), 305-
360.  
 
Johansson-Lindfors, M-B. (1993). Att utveckla kunskap: om metodologiska och andra 
vägval vid samhällsvetenskaplig kunskapsbildning. Lund: Studentlitteratur. 
 
Johnson, R. B. (1997). Examining the Validity Structure of Qualitative Research. 
Education, 118 (2), 282-293.  
 
Johnson, R. A. & Greening, D. W. (1999). The Effects of Corporate Governance and 
Institutional Ownership Types on Corporate Social Performance. The Academy of 
Management Journal, 42 (5), 564-576.  
 
Jonassen, D. H. (1991). Objectivism versus constructivism: Do we need a new 
philosophical paradigm? Educational Technology Research and Development, 39 (3), 5-
14. 
 
Kempf, A. & Osthoff, P. (2007). The Effect of Socially Responsible Investing on 
Portfolio Performance. European Financial Management, 13 (5), 908-922. 
 
Ketokivi, M. & Mantere, S. (2010). Two Strategies for Inductive Reasoning in 
Organisational Research. Academy of Management Review, 35 (2), 315-333.  
 
Knox, S. & Burkard, A. W. (2009). Qualitative research interviews. Psychotherapy 
Research, 19 (4-5), 566-575. 
 
Kucukvar, M., Egilmez, G. & Tatari, O. (2014). Sustainability assessment of U.S. final 
consumption and investments: triple-bottom-line-output analysis. Journal of Cleaner 
Production, 81, 234-243.  
 
LeCompte, M. D. & Goetz, J. P. (1982). Problems of Reliability and Validity in 
Ethnographic Research. Review of Educational Research, 52 (1), 31-60.  
 
Lee, D. D., Humphrey, J. E., Benson, K. L. & Ahn, J. Y. K. (2010). Socially responsible 
investment fund performance: the impact of screening intensity. Accounting and 
Finance, 50 (2), 351-370.  
 



77 
 

Long, R. G., White, M. C., Friedman, W. H. & Brazeal, D. V. (2000). The ‘Qualitative’ 

Versus ‘Quantitative’ Research Debate: A Question of Metaphorical Assumptions? 
International Journal of Value-Based Management, 13 (2), 189-197.  
 
Lopatta, K., Buchholz, F. & Kaspereit, T. (2016). Asymmetric Information and 
Corporate Social Responsibility. Business & Society, 55 (3), 458-488.  
 
Markowitz, H. (1952). Portfolio Selection*. The Journal of Finance, 7 (1), 77-91.  
 
Miles, M. B. & Huberman, A. M. (1994). Qualitative data analysis: an expanded 
sourcebook. 2nd edition. Thousand Oaks: SAGE Publications Ltd.  
 
Morgan, G. & Smircich, L. (1980). The Case for Qualitative Research. Academy of 
Management Review, 5 (4), 491-500.  
 
Morgan, D. L. (2007). Paradigms Lost and Pragmatism Regained: Methodological 
Implications of Combining Qualitative and Quantitative Methods. Journal of Mixed 
Methods Research, 1 (1), 48-76.  
 
Musselwhite, K., Cuff, L., McGregor, L. & King, K. M. (2007). The telephone 
interview is an effective method of data collection in clinical nursing research: A 
discussion paper. International Journal of Nursing Studies, 44 (6), 1064-1070.  
 
Nyström, M. & Dahlberg, K. (2001). Pre-understanding and openness – a relationship 
without hope? Scandinavian Journal of Caring Sciences, 15 (4), 339-346.  
 
Onwuegbuzie, A. J. & Leech, N. L. (2007). A Call for Qualitative Power Analysis. 
Quality & Quantity, 41 (1), 105-121.  
 
Renneboog, L., Horst, J. T. & Zhang, C. (2008a). Socially responsible investments: 
Institutional aspects, performance, and investor behavior. Journal of Banking & 
Finance, 32 (9), 1723-1742.  
 
Renneboog, L., Horst, J. T. & Zhang, C. (2008b). The price of ethics and stakeholder 
governance: The performance of socially responsible mutual funds. Journal of 
Corporate Finance, 14 (3), 302-322.  
 
Rhodes, M. J. (2010). Information Asymmetry and Socially Responsible Investment. 
Journal of Business Ethics, 95 (1), 145-150.  
 
Roberts, J. (2005). Agency Theory, Ethics and Corporate Governance. Advances in 
Public Interest Accounting, 11, 249-269.  
 
Schueth, S. (2003). Socially Responsible Investing in the United States. Journal of 
Business Ethics, 43 (3), 189-194.  
 
Sethi, S. P. (2005). Investing in Socially Responsible Companies is a Must for Public  
Pension Funds – Because There is no Better Alternative. Journal of Business Ethics, 56 
(2), 99-129.  
 



78 
 

SFS 2000:192. Lagen om  allmänna pensionsfonder (AP-fonder). Stockholm: 
Justitiedepartementet (Department of Justice).  
 
Shapiro, S. P. (2005). Agency Theory. Annual Review of Sociology, 31, 263-284.  
 
Shavell, S. (1979). Risk Sharing and Incentives in the Principal and Agent Relationship. 
The Bell Journal of Economics, 10 (1), 55-73.  
 
Siew, R. Y. J., Balatbat, M. C. A. & Carmichael, D. G. (2016). The impact of ESG 
disclosures and institutional ownership on market information asymmetry. Asia-Pacific 
Journal of Accounting & Economics, 1-17.  
 
Smith, M. P. (1996). Shareholder Activism by Institutional Investors: Evidence from 
CalPERS. The Journal of Finance, 11 (1), 227-252.  
 
Social Investment Forum (2006). 2005 Report on Socially Responsible Investing Trends 
in the United States. [Report]. Washington DC: Social Investment Forum.  
 
SOU (2008:107). Etiken, miljön och pensionerna. Stockholm: Statens Offentliga 
Utredningar. 
 
Spronk, J. & Hallerbach, W. (1997). Financial modelling: Where to go? With an 
illustration for portfolio management. European Journal of Operational Research, 99 
(1), 113-125.  
 
Stalebrink, O. J. (2015). Public Pension Funds and Alternative Investments: A Tale of 
Four Swedish National Pension Funds. International Journal of Public Administration, 
1-14. 
 
Statman, M. & Glushkov, D. (2009). The Wages of Social Responsibility. Financial 
Analysts Journal, 65 (4), 33-46.  
 
Sturges, J. E. & Hanrahan, K. J. (2004). Comparing telephone and face-to-face 
qualitative interviewing: a research note. Qualitative Research, 4 (1), 107-118.  
 
Sundén, A. (2009). The Swedish Pension System and the Economic Crisis. Centre for 
Retirement Research at Boston College, 1-4.  
 
Swedish Pensions Agency (2016a, 30 November). Pensionens alla delar. Swedish 
Pensions Agency. https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-
pensionen/pensionens-alla-delar. [Retrieved 2017-03-27].  
 
Swedish Pensions Agency (2016b, 30 December). Eget sparande till pension. Swedish 
Pensions Agency. https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-
pensionen/eget-sparande-till-pension. [Retrieved 2017-04-03].  
 
Swedish Pensions Agency (2017a). Indexering av pensionerna. [Information brochure]. 
Stockholm: Swedish Pensions Agency.  
 

https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-pensionen/pensionens-alla-delar
https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-pensionen/pensionens-alla-delar
https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-pensionen/eget-sparande-till-pension
https://www.pensionsmyndigheten.se/forsta-din-pension/sa-fungerar-pensionen/eget-sparande-till-pension


79 
 

Swedish Pensions Agency (2017b, 20 April). Det här är tjänstepension. Swedish 
Pensions Agency. https://www.pensionsmyndigheten.se/forsta-din-
pension/tjanstepension/det-har-ar-tjanstepension. [Retrieved 2017-04-22].  
 
Tuli, F. (2010). The basis of distinction between qualitative and quantitative research in 
social sciences: reflection on ontological, epistemological and methodological 
perspectives. Ethiopian Journal of Education and Sciences, 6 (1), 97-108. 
 
United States General Accounting Office. (1989). Content Analysis: A Methodology for 
Structuring and Analyzing Written Material. [Transfer Paper]. United States: United 
States General Accounting Office. 
 
Vaismoradi, M., Turunen, H. & Bondas, T. (2013). Review article: Content analysis and 
thematic analysis: Implications for conducting a qualitative descriptive study. Nursing 
and Health Sciences, 15 (3), 398-405.  
 
Verschuren, P. (2003). Case study as a research: Some ambiguities and opportunities. 
International Journal of Social Research Methodology, 6 (2), 121-139.  
 
Weber, R. (2008). The Rhetoric of Positivism Versus Interpretivism: A Personal View. 
MIS Quarterly, 28 (1), iii-xii.  
 
Wen, S. (2009). Institutional investor activism on socially responsible investment: 
effects and expectations. Business Ethics: A European Review, 18 (3), 308-333. 
 
WWF (2013). Fossilbubblan och de svenska pensionsfonderna. [Information brochure]. 
Stockholm: WWF. 
 
WWF (2014). Own it! Swedish investments in the global energy sector and how capital 
affects climate change. [Report]. Stockholm: WWF. 
 
Yin, R. K. (2014). Case study research: design and methods. 5th edition. London: 
SAGE Publications Ltd. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.pensionsmyndigheten.se/forsta-din-pension/tjanstepension/det-har-ar-tjanstepension
https://www.pensionsmyndigheten.se/forsta-din-pension/tjanstepension/det-har-ar-tjanstepension


80 
 

Appendix A - Intervjuguide 

1. Vad är ditt ansvarsområde*?  
2. Vad har du för arbetsuppgifter*? 
3. Hur ser fondstrukturen ut? Dvs. hur ser fondens organisation ut? 
4. Hur många olika personer är involverade i fondens strategiska beslut?  
5. Hur ser fondens övergripande strategi ut? På vilket sätt är hållbarhet inkluderat i 

den? Dvs. är det övergripande eller detaljrikt? 
6. Hur många olika personer är involverade i fondens operativa beslut? Dvs. de 

faktiska besluten gällande vilka företag som inkluderas etc. 
7. Kan du beskriva hur investeringsprocessen ser ut för fonden steg för steg? 
8. Vilka metoder använder ni er av för att välja ut företag att investera i? 
9. Vem har bestämt hållbarhetsarbetet? Dvs. vem är det som har beslutat hur ni ska 

arbeta med hållbarhet? 
10. Hur involverar ni den ekonomiska hållbarhetsaspekten i de olika stegen? Vilka 

olika problem stöter ni på då?   
11. Hur involverar ni den sociala hållbarhetsaspekten i de olika stegen? Vilka olika 

problem stöter ni på då?   
12. Hur involverar ni den miljömässiga hållbarhetsaspekten i de olika stegen? Vilka 

olika problem stöter ni på då? 
13. Ser du några generella trade-offs när det kommer till avkastning och hållbarhet?  
14. Mäter ni hållbarhetsarbetet i fonden på något sätt? Har ni sett någon förändring 

med tiden? 
15. Vilka kriterier följer ni när ni exkluderar företag på grund av 

hållbarhetsaspekter? 
16. När ett företag har blivit exkluderat en gång, hur bestämmer ni er för att 

återinvestera i företaget?  
17. Hur följer ni upp de företagen som ni investerar i och ser till att de fortfarande 

uppfyller kriterierna?  
18. Finns det något annat hållbarhetsarbete som fonden bidrar med utöver det vi har 

diskuterat? Det behöver inte vara kopplat till investeringsprocessen. 
 

*Dessa frågor ställs för att vi ska kunna ge en bra förklaring för läsarna av uppsatsen 
att alla respondenter är relevanta för studien.  
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Appendix B – Interview guide 

1. What are your main responsibilities*? 
2. What are your job assignments*? 
3. How does the funds’ organisational structure look like? i.e. how does the 

organisation work? 
4. How many employees are involved in the funds’ strategic decisions? 
5. What is the funds’ overarching strategy? In which way is sustainability 

incorporated in this? i.e. is it very general or very detailed? 
6. How many employees are involved in the funds’ operational decisions? i.e. the 

actual decisions about included firms etc.? 
7. Can you describe the investment process the fund is following step by step? 
8. What methods is the fund using in order to choose firms to invest in? 
9. Who established the rules and guidelines the fund follows with regards to 

sustainability? 
10. How does the fund incorporate the economic aspect of sustainability into the 

different steps in the investment process? What are the different issues that are 
faced? 

11. How does the fund incorporate the ethical aspect of sustainability into the 
different steps in the investment process? What are the different issues that are 
faced? 

12. How does the fund incorporate the environmental aspect of sustainability into 
the different steps in the investment process? What are the different issues that 
are faced? 

13. Is there any method for measuring the sustainability in the fund? Have you 
noticed any change in this recently? 

14. Can you see any general trade-offs connected to returns and sustainability? 
15. What is the criterion the fund is following in terms of exclusions of firms based 

on sustainability aspects? 
16. After a firm has been excluded once, how does the fund decide whether to re-

invest in that firm or not? 
17. How does the follow-up process look like in the fund for firms within the 

portfolio and ensure that they still comply with the funds’ criteria? 
18. Does the fund perform any other sustainable activities other than what we have 

discussed, not necessarily connected to the investment process?  
 
*These questions are made to enable a description of the respondents’ relevance for the 

thesis.  
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