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Abstract 


Growing concerns about scarcity and inequality have become increasingly urgent. Impact investing presents 
 considerable opportunities to effectively address pressing social and environmental challenges by narrowing 
 the  prevalent  funding  gap  in  sub-Saharan  Africa  and  contributing  to  the  achievement  of  the  Sustainable 
 Development Goals by 2030. Whilst the impact investing industry has made significant gains over the last few 
 years,  Danish  pension  funds  have  been  reluctant  to  engage  in  the  impact  investing  sphere  of  sub-Saharan 
 Africa. 


With  this  paper,  the  researchers  aimed  to  enrich  the  academic  literature  with  a  framework  focused  on  the 
 opportunities  and  key  challenges  facing  Danish  pension  funds  related  to  impact  investing  in  sub-Saharan 
 Africa. The researchers interviewed a range of Danish pension funds as well as experts within the field and 
 engaged  Danish  pension  fund  members  by  means  of  an  online  survey.  Drawing  on  these  qualitative  and 
 quantitative  measures,  the  findings  were  clustered  according  to  strengths,  weaknesses,  challenges,  and 
 opportunities rooted in the internal external environment of Danish pension funds. 


A  lack  of  awareness  and  understanding  around  the  true  possibilities  of  impact  investing  and  a  narrow 
 interpretation of fiduciary duty translate into challenges, such as omissions in the context of learning potential 
 and  future-readiness.  Contrastingly,  Danish  pension  funds  are  well-positioned  to  unveil  substantial 
 opportunities in the impact investing sphere of sub-Saharan Africa by leveraging their key strengths, access to 
 significant financial resources and considerable market power. 


The  researchers  concluded  that  Danish  pension  funds  have  the  ability  to  capitalise  on  the  opportunity  to 
generate both financial and social returns through impact investing. Considering Danish pension funds’ key 
strengths as well as their ability to catalyse other sources of private capital and to legitimise industry standards, 
it is evident from the research that Danish pension funds are well-positioned to engage in impact investments 
in sub-Saharan Africa. 
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1  Introduction 


The world we live in faces monumental social and environmental challenges. Climate change represents the 
 most  pressing  environmental  issue  as  the  compound  effects  of  global  warming  such  as  increased  ocean 
 acidification,  coastal  erosion,  extreme  weather  conditions,  frequent  and  severe  natural  disasters,  land 
 degradation, loss of vital species and the collapse of entire ecosystems will be catastrophic and irreversible if 
 we  do  not  cut  record  high  greenhouse  gas  emissions  now  (United  Nations,  2019).  Increased  inequalities, 
 extreme poverty, and hunger constitute substantial social challenges. Launched in September 2015, the United 
 Nations 17 Sustainable Development Goals (SDGs) provide a blueprint for world leaders to end poverty, fight 
 inequities and to tackle climate change by the end of 2030 (United Nations, 2019). 


Figure 1: Sustainable Development Goals. Source: Adopted from United Nations (2019).Since the inception of the SDGs in 
the  2030  Agenda,  the  United  Nations  (United  Nations, 2019)  identifies considerable  progress  and  positive 
trends  in  some  critical  areas  including  the  considerable  decline  in  extreme  poverty,  a  drop  in  the  under-5 
mortality rate by 49 percent, millions of lives saved through immunization, and the vast majority of the world’s 
population  now  having  access  to  electricity.  Despite  the  considerable  progress,  sub-Saharan  Africa  (SSA), 
which is home to some of the poorest and most vulnerable countries in the world, continues to face significant 
challenges  across  several  SDGs,  including  no  poverty,  zero  hunger,  good  health  and  well-being,  quality 
education, clean water and sanitation, as well as affordable clean energy (United Nations, 2019). With 413 
million out of 736 million people worldwide, SSA shows the highest proportion of people living in extreme 
poverty.  Further,  SSA  remains  the  region  with  the  highest  prevalence  of  hunger,  with  237  million  people 
undernourished. Of all regions, SSA faces the biggest challenges in providing access to good quality education 
which is reflected in 750 million illiterate adults and 617 million children and adolescents lacking minimum 
proficiency in reading and mathematics. Several hundred million people in SSA remain without basic drinking 



(9)water services and lack basic sanitation. With 573 million people without access to electricity, the region is 
 also home to a large proportion of the 3 billion people worldwide who do not have access to clean cooking 
 fuels and technologies. 


Solving these challenges and to meeting the SDGs by 2030 requires significant financial resources. The United 
 Nations Conference on Trade and Development (UNCTAD, 2014) estimates that the total investment needs 
 on a global level amount to $5 to $7 trillion per year with $3.9 trillion for emerging countries alone. Current 
 investment  levels  leave  a  funding  gap  of  $2.5  trillion  in  these  markets.  The  available  resources  in  many 
 emerging  and  frontier  markets  are  not  sufficient  to  bridge  this  funding  gap  (Gaspar,  Amaglobeli,  Garcia-
 Escribano, Prady,  &  Soto,  2019).  Local  governments and  philanthropic  organisations alone cannot support 
 such a level of financial commitment (United Nations, 2015). This has led to rising demand for alternative 
 private-sector funding methods such as Social Finance ((Alex Nicholls & Emerson, 2015)). As a sub-category 
 of  social  finance  (Oleksiak,  Nicholls,  &  Emerson,  2015),  impact  investing  presents  ground  breaking 
 opportunities to mobilise additional resources by channelling private capital towards social and environmental 
 objectives (IFC, 2019a). 


Faith-based, charitable and  mutual/co-operative finance organisations and  their  efforts to allocate capital  to 
 social and economic value creation equally have been around for decades. However, in more recent years, a 
 new social finance market emerged (Addis, Mcleod, & Raine, 2013; A. Brown & Norman, 2011; A. Brown & 


Swersky, 2012; Cabinet Office, 2011, 2012; C. Clark, Emerson, & Thornley, 2014; Harji & Jackson, 2012; 


J.P. Morgan,  2010,  2013;  Alex  Nicholls, 2013;  Alex  Nicholls &  Lehner,  2014;  Alex  Nicholls & Schwartz, 
 2014; O’Donohoe, Leijonhufvud, Saltuk, Bugg-Levine, & Brandenburg, 2010; Saltuk, Bouri, & Leung, 2011; 


Spitzer & Emerson, 2007). Social finance refers to the allocation of capital for the intentional creation of social 
 and environmental impact alongside financial returns (Alex Nicholls & Emerson, 2015). Also referred to as 


‘three-dimensional capital’ or ‘blended value investing’ (World Economic Forum, 2013, 2014), social finance 
 adds the optimisation of a given social or environmental return to conventional financial risk and return criteria 
 when  allocating  capital.  However,  Nicholls  and  Pharoah  (A  Nicholls  &  Pharoah,  2007)  noted  that  social 
 finance  goes  beyond  the  allocation  of  capital  to  social  or  environmental  projects.  Identifying  conventional 
 finance  as  a  driver  for  social  inequality  and  environmental  failure,  social  finance  aims  to  internalises  the 
 externalities of mainstream investments. Thus, social finance not only generates new social and environmental 
 value, but also corrects for negative effects caused by conventional investing. With a spectrum ranging from 
 traditional philanthropy and venture philanthropy to conventional investments, social finance embraces various 
 types of capital, investment approaches, and financial instruments (Alex Nicholls & Emerson, 2015). 


Of  all  the  sub-sectors  within  this  spectrum,  impact  investing  received  the  greatest  attention  and  shaped  a 
pronounced  profile  (Oleksiak  et  al.,  2015).  The  International  Finance  Corporation  (IFC)  defines  impact 
investing  as  investments  intended  to  contribute  to  measurable  positive  social  or  environmental  impact 



(10)alongside a financial return (IFC, 2019a). Impact investing aims to expand the available resources to address 
 global challenges by bridging the gap between philanthropy, public funding, and mainstream capital markets 
 (O’Donohoe, Leijonhufvud, Saltuk, et al., 2010). The core concepts behind impact investing has been around 
 for decades(Kramer, 2006), yet the emergence of impact investing as a market is relatively new. In two special 
 meetings in 2007 and 2008, under the leadership of the Rockefeller Foundation, several prominent practitioners 
 coined the term impact investing aimed to create an industry for investing for social and environmental impact 
 (Oleksiak et al., 2015). This emerging industry attracted a number of investors, including development finance 
 institutions (DFIs), foundations, private wealth managers, pension funds, and commercial banks. 


Despite  the  attention  impact  investing  receives  from  practitioners,  academic  literature  regarding  the  topic 
 remains very limited (Alex Nicholls & Emerson, 2015). Practical research has mainly focused on the capital 
 gap emerging from a mismatch between demand for and availability of resources in the field (Arosio, 2011; 


Bolton  &  Kingston,  2006;  A.  Brown  &  Norman,  2011;  H.  Brown  & Murphy,  2003;  Cabinet  Office,  2011, 
 2012; Freireich & Fulton, 2009; Grabenwarter & Liechtenstein, 2011; Impact Investment Shujog, 2011; Joy, 
 de Las Casas, & Rickey, 2011; O’Donohoe, Leijonhufvud, Saltuk, et al., 2010; OTS, 2006, 2008; Saltuk et al., 
 2011; SIITF, 2014; SITF, 2010; Spitzer & Emerson, 2007; Thornley, Wood, Grace, & Sullivant, 2011; Unwin, 
 2006; A. R. Wood, 2009; World Economic Forum, 2013). Scholarly literature on impact investing remains at 
 an early stage  of  development  and  only  few  valuable  contributions centred  around  investment  structure  (J. 


Brown, 2006; Edery, 2006; Scarlata & Alemany, 2012; Sunley & Pinch, 2012), the role of mainstream capital 
 (Geobey, Westley, & Weber, 2012; Moore, Westley, & Brodhead, 2012), the motivation of social investors 
 (McWade, 2012), the ethics involved in impact investing (Buttle, 2007; Edery, 2006), and portfolio approaches 
 to impact investing (Ottinger, 2007) exist. Nicholls and Emerson (Alex Nicholls & Emerson, 2015) suggest, 
 that the relative paucity of scholarly work may be due to three specific reasons. Firstly, impact investing might 
 lack a wider legitimacy among scholars as a new ‘paradigm’ worthy of study (Kuhn, 1962; Suchman, 1995). 


Secondly, some financial economists perceive the sole purpose of investments centred around risk and return 
 without  accounting  for  social  or  environmental  objectives  (M  Friedman,  1962;  Glyn,  2007;  Harvey,  2007; 


Hayek, 1944). Thirdly, the research on societal challenges primarily focuses on the creation of public goods 
 in charitable terms rather than investments (Clotfelter, 1992). 


Notwithstanding the increased interest among practitioners, including the research conducted by recognised 
and reliable institutions such as the World Bank, IFC and the Global Impact Investing Network (GIIN), the 
researchers identified a lack of literature focused on the engagement of DPFs in impact investing. Tied to the 
long-term nature of their liabilities, pension funds are traditionally considered as source for long-term capital 
(OECD, 2019a). In recent years, pension funds in Organisation for Economic Co-operation and Development 
(OECD)  countries  increasingly  started  to  allocate  capital  towards  alternative  investments,  such  as 
infrastructure projects, private equity (PE) or hedge funds (OECD, 2019a). More and more pension funds build 
investment  strategies  that  go  beyond  ESG  (Environmental  Social  Governance)  and  assess  their  portfolios 



(11)against climate resiliency and an alignment to the SDGs  (OECD, 2019a). However, a recent survey among 
 pension funds based in OECD countries shows that none these pension funds carries out infrastructure projects 
 in Africa (OECD, 2019a). 


Given the apparent social and environmental challenges in  SSA, the significant potential of Danish pension 
 funds (DPFs) to catalyse private capital (A. Gianoncelli, Gaggiotti, Boiardi, & Picón Martínez, 2019), and the 
 general trend among pension funds move beyond ESG strategies (OECD, 2019a), the researchers aim to enrich 
 the literature with an analysis of challenges and opportunities for DPFs in the impact investing sphere of SSA. 



1.1  Research Objectives and Research Questions 


Our research objective is therefore twofold. Firstly, we aim to identify the challenges DPFs must be aware of 
 when conducting impact investments in SSA. On the other hand, we intend to determine the opportunities for 
 DPFs that can result  from  an  engagement  in  impact  investments in  this region.  Based  on  this, our  research 
 focuses on the following research question:  


”What are challenges and opportunities for Danish pension funds in the impact investment sphere of 
 emerging markets with a specific focus on sub-Saharan Africa?” 


To answer this main research question, we draw on the following nine sub-research questions (SRQs):  


1.  “How do Danish pension funds define the concept of impact investing?” 


2.  “How do Danish pension funds perceive the role of regulatory authorities related to the definition of 
 impact investing and the concept in general?” 


3.  “What are challenges related to impact due diligence, impact measurement and management, 
 impact reporting, and incentive structures in the context of impact investing?” 


4.  “To which extent are traditional risk-return considerations and traditional portfolio theory 
 influencing the impact investing approach?” 


5.  “How can Danish pension funds contribute to a manifestation of the impact investing industry as a 
 mainstream approach?” 


6.  “To which extent is a trend towards sustainability in general and more sustainable finance in 
 particular reflected in the demand side for impact investments and how does this affect the product 
 range offered by Danish pension funds?” 


7.  “To which extent are Danish pension funds currently engaged in impact investing in emerging 
 markets?” 


8.  “What are the specific characteristics of (impact) investments in emerging markets and sub-Saharan 
 Africa and how can these result in opportunities or challenges for Danish pension funds?” 


9.  “How can innovative financing allow Danish pension funds to mitigate perceived and real risks of 
conducting impact investments in sub-Saharan Africa and to allocate their funds effectively?” 
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1.2  Purpose and Motivation for the Thesis 


During an exchange semester at the University of Cape Town, one of the researchers experienced the prevailing 
 socio-economic challenges in SSA at first hand. The researchers believe that significant private resources are 
 needed to solve pressing social and environmental challenges, particularly in SSA. Witnessing considerable 
 changes in the conventional forms of investing, we believe in the contribution of impact investing in solving 
 the aforementioned challenges. 


The researchers identify pension funds as a potentially suitable investor in the impact investing sphere. We 
 believe that the long-term nature of impact investing offers great potential to meet the long-term investment 
 horizon  of  DPFs.  Contributing  to  the  Danish  pension  system  themselves,  the  researchers  are  intrinsically 
 motivated to ensure that their pension savings are invested in a way that matches their personal values and 
 beliefs. 


Our  preliminary  research  pointed  out  a  significant  gap  related  to  the  engagement  of  DPFs  in  the  impact 
 investing sphere  of SSA. The  researchers are convinced  that  impact  investing  has the  ability  to  gain  wider 
 legitimacy and become the new norm in future financial markets. Driven by their genuine belief that financial 
 markets  can  contribute  to  the  greater  good,  the  researchers  hope  to  spread  awareness  of  the  topic  among 
 practitioners and within the wider population. 



1.3  Contribution to Previous Research 


Our  research  contributes  to  the  fragmented  literature  on  impact  investing  in  general  as  well  as  the  lacking 
 literature on the engagement of DPFs in the impact investing sphere of SSA in particular. As far as we know 
 there  is  no  other  research  conducted  to  this  specific  topic  and  the  interviewed  practitioners  highlight  the 
 pressing  nature  of  the  topic.  The  research  further  contributes  by  providing  DPFs  with  a  framework  that 
 highlights opportunities and provides guidance on how to overcome potential challenges and risks associated 
 with impact investments in SSA. 



1.4  Outline of The Thesis 


The structure of our thesis consists of the following seven chapters. In chapter two, we present the methodology 
of our research and argue for our choice of research approach, research philosophy, and research strategy. The 
methodology chapter further highlights the tools and methods applied to analyse our research question. Chapter 
three focuses on the review of relevant literature on impact investing, presents the case of pension funds as 
institutional  investors,  and  highlights  specific  characteristics  of  emerging  markets  in  general  and  SSA  in 
particular. In chapter four  we  outline  the  specific  theories, namely  portfolio  theory,  principal-agent  theory, 
and theories related to industry emergence and entry, which we consider most relevant for our research. This 
chapter also highlights several industry standards and frameworks which are used as a benchmark throughout 
our  analysis.  Chapter five,  the  analysis  chapter,  follows  the  structure  of  our  nine  SRQs.  In  chapter six, 



(13)following the same structure as the analysis chapter, we discuss our key findings in the context of relevant 
 literature and theory. The chapter further provides a basic framework to answer our main research question 
 and  points  out  limitations  of  our  research.  Finally,  in  chapter seven  we  draw  our  conclusions  and  present 
 recommendations for future research. 


Figure 2: Thesis Outline. 



1.5  Delimitations 


The researchers limit the scope of this study to provide a purposive analysis of the research problem at hand: 


the challenges and opportunities for DPFs in the impact investing sphere in SSA. Therefore, other institutional 
 or retail investors are not considered in this research. The choice to enrich the data sample with interviewees 
 from the Investeringsfonden for udviklingslande (IFU) as well as the UCT GSB is primarily motivated by the 
 need  to  account  for  biases  within  the  pension  fund  industry  and  to  guarantee  the  most  neutral  perspective 
 possible. In terms of geographical delimitations, the researchers decide to exclusively focus on the pension 
 fund landscape in Denmark. This decision motivated by proximity, as it simplifies the personal engagement 
 with potential interviewees. Additionally, it eases the integration into the regulatory context. The inclusion of 
 pension funds in other geographical regions such as Asia or America would result in considerable discrepancies 
 in the legal framework, which must be taken into account. Besides the institutional context, the researchers 
 narrow down the regional scope to impact investing in SSA. The decision to set the focus on SSA is rooted in 
 the researchers’ intrinsic motivation to specifically illuminate the special characteristics inherent this market 
 environment.  While  the  researchers  follow  an  inductive  approach,  a  deductive  approach  might  have  been 
 conceivable.  However,  as  the  literature  on  the  research  topic  at  hand  is  still  fragmented,  the  researchers 
 perceive  an  inductive  approach  to  be  more  suitable.  Ultimately,  the  researchers  aim  to  provide  a  macro-
 perspective on the subject as a whole. In contrast, the scope could have been narrowed down to a more detailed 
 examination of a specific sub-category. 
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2  Methodology 


The following section presents the overall methodological approach in this study. The researchers outline the 
 interrelation between research question and SRQs as well as the framework used to answer those questions. 


The framework consists of research philosophy, research design, and research methods. The structure of this 
 methodology (Figure 3) is derived from and inspired by Saunders et al. (2016). This section concludes with a 
 critical evaluation of the methodology applied in this study. 


This study aims to identify the key opportunities and challenges for DPFs in the impact investing sphere of 
 SSA. The researchers develop various SRQs to address the most relevant and pressing research areas of the 
 study. Finally, the results of these SRQs are consolidated to provide answers to an all-encompassing research 
 question. 


Figure 3: Research Onion. Source: Saunders et al. (2016). 



2.1  Research Philosophy 


Based on the research onion developed by Saunders et al. (2016), the outermost layer, the research philosophy, 
is defined first. The research philosophy helps to clarify and define the research design and, eventually, how 
data should be collected and analysed (Saunders et al., 2016). 
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2.1.1  Ontology, Epistemology, and Axiology 


According to Saunders et al. (2016, p. 124), “the term research philosophy refers to a system of beliefs and 
 assumptions about the development of knowledge.” Burrell & Morgan (1979) argue that every step of research 
 is based on several assumptions, whether the researchers make them consciously or not. These assumptions 
 can  be  classified  as  epistemological  assumptions,  ontological  assumptions,  or  axiological  assumptions. 


Epistemological  assumptions  include  perceptions  regarding  how  human  knowledge  is  acquired,  what  is 
 considered to be legitimate knowledge, and how knowledge is communicated to others. Ontology constitutes 
 assumptions  related  to  the  nature  of  reality,  while  axiology  refers  to  values,  ethics, and  perception,  which 
 influence the research at hand. 



2.1.2  Research Dimensions 


Due to their multidiscipline character, business research philosophies are scattered across a multidimensional 
 set of continua between two opposing extremes (Niglas, 2010). These dimensions can provide a supportive 
 framework for the researchers to differentiate between research philosophies and the underlying assumptions 
 discussed above (Saunders et al., 2016). One of these dimensions is the distinction between objectivism and 
 subjectivism. While objectivism includes assumptions regarding natural sciences, subjectivism incorporates 
 assumptions about the arts and humanities (Saunders et al., 2016). 


With  the  ideological  dimension,  Burrell  &  Morgan  (1979)  add  political  or  ideological  orientations  of  the 
researchers to the equation. Similar to the objectivism –  subjectivism dimension, this dimension constitutes 
two opposing poles, namely “sociology of regulation” and “sociology of radical change”. On the one end, 
research that is classified as regulation research assumes the underlying unity and cohesiveness of societal 
systems and structures and seeks to recommend improvements within this framework. On the other hand, when 
taking the radical change perspective, research is conducted to change organisational and social worlds in its 
foundations. Eventually, Burrell & Morgan (1979) combine the two dimensions, objectivism-subjectivism and 
ideological, in a 2 x 2 matrix with four distinct and rival “paradigms”. 



(16)Figure 4: Research Dimensions. Source: Burrell & Morgan (1979). 



2.1.3  Choice of Philosophy 


In  this  study,  we  utilise  the  philosophy  of  positivism  and  categorise  our  research  within  the  positivist 
 functionalist paradigm. From a positivistic  stance, researchers draw on observable social reality and aim to 
 develop law-like generalisability (Saunders et al., 2016). Positivism leverages research methods designed to 
 result in observable and measurable regularities (Saunders et al., 2016). 


From an epistemological stance, we objectively focus on quantitative and qualitative data, which is observable 
and supposed to be generalisable for the DPF industry. Since this study takes a positivistic stance, axiological 
assumptions are supposed to be neutral and unbiased (Crotty, 1998). However, the researchers do acknowledge 
that  their  own  values  and  interpretations  may  not  be  fully  separated  from  the  research.  Regarding  the 
ontological  assumptions  made  in  this  research,  the  researchers  take  an  objective  position.  Therefore,  the 
researchers acknowledge  that  tangible  entities  (e.g.,  financial  markets  and  financial  institutions)  as  well  as 
concepts (e.g., portfolio theory) in the financial world exist regardless of interpretations and experiences of 
social actors. For instance, by illuminating risk-return profiles and the regulatory environment, this research 
aims to provide a macro-perspective on the decisive pillars which can boost or hamper impact investments in 
emerging  markets.  Thus,  the  research  focuses  on  an  analysis  of  causality  mechanisms  to  reveal  a  set  of 
regularities  within  an  external  reality  (Lagoarde-Segot,  2015).  Ultimately,  following  the  functionalist 
paradigm,  the  researchers  are  concerned  with  the  development  of  rational  explanations  and  a  set  of 
recommendations within the existing structures (Burrell & Morgan, 1979). 



(17)Figure 5: Methodology Outline. Source: Own depiction. 



2.2  Research Approach to Theory Development 


Inductivism and deductivism are the two most widely accepted approaches towards theory development in the 
 academic  world.  Following  the  inductive  reasoning,  research  makes  sense  of  collected  data  to  formulate 
 theories and develop conceptual frameworks (Saunders et al., 2016). In contrast to and inductive approach, 
 deductive reasoning seeks to derive conclusions from testing a set of premises (Saunders et al., 2016). Applying 
 the deductive approach, hypotheses are postulated based on previous literature and research. These hypotheses 
 are then confirmed or rejected by the analysis of the collected data. 


Due to the scarcity of literature that studies the interplay between impact investments, emerging markets, and 
 Danish pension funds, this work follows an inductive approach. 


Albeit  the  core  element  of  inductive  research  is  the  development  of  own  theories  and  frameworks,  the 
 researchers still need to obtain an understanding of existing theories in the research area (Saunders et al., 2016). 


Therefore,  the  researchers  conduct  an  extensive  literature  review  to  identify  the  most  relevant  theories and 
 refine the research questions. The most influential theories and concepts extracted from this literature review 
 are consequently presented in the theory section. 


Following this approach, the researchers attempt to explore the key factors, which influence the engagement 
 of DPFs in the impact investing sphere in SSA. 


Based on these findings, the researchers develop a conceptual framework to answer the research questions and 
 extend  existing  literature.  For  this framework,  the  researchers  utilise  the  principles  of  the  SWOT  Analysis 
 presented in the theory section. 



2.3  Research Design 


The data collection approach of this thesis is twofold. Firstly, the researchers gather qualitative data through 
semi-structured  interviews  with  employees  from  the  major  DPFs  and  various  experts  from  practice  and 



(18)academia. Secondly, the researchers gather quantitative data through a survey conducted among members of 
 DPFs. 



2.3.1  Qualitative Data Collection: Semi-Structured Interviews 


In the first part, the research aims to identify the decisive factors which influence the engagement of DPFs in 
 the impact investing sphere in SSA. As the researchers use a single data collection technique, the qualitative 
 part  can  be  classified  as  a  mono  method  qualitative  study  (Saunders  et  al.,  2016).  Gathering  relatively 
 unstructured qualitative data is in line with the exploratory purpose of the research design and is well suited to 
 answer  the  research  questions.  Saunders et  al.  (2016,  p.  175)  state  that  exploratory  research  is  particularly 
 useful  “if you  wish  to  clarify  your  understanding  of  an  issue,  problem  or  phenomenon,  such  as  if  you  are 
 unsure of its precise nature”. Finally,  semi-structured  interviews  are  a  well-proven  measure  to  conduct  an 
 inductivism-based study (Bryman, 2012). 


Depending on the availability and preference of the interviewees, the interviews were either conducted face-
 to-face or via an online medium such as Skype. Typically for semi-structured interviews, a predefined set of 
 questions  was  sent  to  the  participant  in  advance  (transcripts  of  the  interview  questions  can  be  found  in 
 Appendix 9.2.1). The researchers developed separate sets of questions for DPFs and experts from practice and 
 academia.  The  interview  questions were  purposely  framed  very  narrow  in  order  to  guide  the  interviewee’s 
 attention towards areas related to the SRQ. Due to their semi-structured nature, the interviews followed a rather 
 open sequence and did not necessarily cover all questions. However, the interviewers ensured that the core 
 topics related to the SRQs were addressed. The duration of the interviews ranged from approximately 30 to 60 
 minutes.  The interviews  were  recorded  with a  recording  device  and  afterwards  transcribed  for  the  analysis 
 process  described  in  section  2.4.1  (Transcripts  of  all  interviews  can  be  found  in  Appendix  9.2.3).  A  total 
 number of 13 interviews were conducted, which is reasonable for this type of research (Rowley, 2012). 


Potential candidates were approached through various channels, such as LinkedIn and company email address. 


The researchers selected three homogeneous sample sets of candidates. The first set constitutes employees of 
 DPFs.  The  researchers  decided  to  include  six  of  the  largest  DPFs, namely  Danica,  PensionDanmark, PFA, 
 PKA,  ATP,  and  AP-Pension,  to  ensure  the  generalisability  of  the  research  to  the  largest  extent  possible. 


Recently founded pension fund start-ups such as MatterPension were deliberately excluded. The second set 
includes employees of the Danish DFI, the IFU. The researchers perceive the third-party view from the IFU to 
be highly relevant for the research, due to the undeniable expertise of the IFU in SSA and their collaboration 
with the DPFs related to the SDG Fund. The third and last sample consists of representatives of the University 
of Cape Town (UCT), more precisely, the Bertha Centre of Social Innovation and Entrepreneurship of UCT’s 
Graduate  Business  School  (GSB).  The  researchers  justify  the  inclusion  of  this  sample  with  the  profound 
knowledge and experience  of these  interviewees  related to  the  subject and SSA. Furthermore,  including  an 
academic perspective is supposed to enhance the validity of the research at hand. 



(19)Consequently, the sample selection was based on the following criteria: 


Sample Set  Characteristics 


1


Employed at one of the major DPFs and being part of either the Equity Investment, Alternative 
 Investment, ESG Investment, Responsible Investment, or Emerging Markets Investment - 
 Department 


2 Employed at the Danish DFI, the IFU 


3 Academic representative of the University of Cape Town in the field of Impact Investing 
 Figure 6: Sample Set. Source: Own depiction. 


The sample selection can be classified as purposive sampling, which is a non-probability form of sampling 
 (Bryman, 2012). The participants are not selected on a random basis, but “in a strategic way, so that those 
 sampled are relevant to the research questions that are being posed” (Bryman, 2012). Other criteria such as 
 ethnicity, gender, and age did not play a role in the selection process. The positions of the interviewees cover 
 a broad spectrum, ranging from analyst to senior or executive level (an anonymous list of participants including 
 gender, position, department, and institution can be found in Appendix 9.2.2). As agreed with the interviewees 
 upfront, the list of interviewees is anonymised. The interviews were conducted in English since all candidates 
 were fluent in this language. This helped to avoid language barriers or distorted translation. 



2.3.2  Quantitative Data Collection: Survey 


In the second part of our research, quantitative data is collected through an online survey among members of 
 the DPFs. The researchers designed the survey to generate quantitative data related to their understanding of 
 impact investing and demand for impact investing products offered by pension funds. Similar to the qualitative 
 data collection, a single data collection technique is deployed. Hence, the quantitative part of our research can 
 be framed as a mono method quantitative study (Saunders et al., 2016). Although surveys have traditionally 
 been linked to deductive studies, Saunders et al. (2016) argue that they might be utilised in inductive studies. 


The  quantitative  evaluation  of  demand  through  a  questionnaire  accommodates  the  epistemological  and 
 ontological stance of our research in a traditional way. Crotty (1998), for example, alludes that with taking a 
 positivistic stance, the epistemological focus of research is to discover measurable facts and regularities, for 
 which questionnaires are perfectly qualified. 


The  survey  started  with  questions  related  to  general  demographic  characteristics,  such as  gender,  age,  and 
educational background. Subsequently, the focus shifted to questions regarding the participant's understanding 
of  concepts  such  as  sustainability,  impact  investing,  and  the  SDGs.  Further,  the  survey  investigated  the 
awareness  and  interest  of  participants  related  to  the  investment  of  their  pension  savings  with  regards  to 
sustainability, impact, and geography. Finally, participants were asked whether they are willing to sacrifice 



(20)return  for  impact  (the  complete  set  of  survey  questions  is  displayed  in  Appendix  9.3.1).  The  survey  was 
 designed to take approximately 5 minutes for completion. The questions were easy to answer, which follows 
 the recommendation by Bryman (2012), who pleads for simplicity in the design of questions, due to the lack 
 of an administrating interviewer. Moreover, the questions can be characterised as closed and scaled in their 
 nature. The answer possibilities range from “strongly disagree” to “strongly agree” on a seven-point scale. 


The design is supposed to ease the analysis and comparability of the results gained from this survey. 


The  survey  was  created  in  SurveyMonkey  and  was  distributed  online  within  the  researchers’  personal  and 
 professional  network.  The  type  of  sampling  used  can  therefore  be  classified  as  “Convenience  Sampling” 


(Bryman, 2012). The researchers chose a sample which was easily available and accessible. Further, the survey 
 design  corresponds  to  a  “self-completion  questionnaire”  (Bryman,  2012),  which  allows  respondents  to 
 complete  the  questions  on  their  own,  and  results  in  a  more  convenient  administration  for  the  researchers. 


Eventually, the survey was available online for about six weeks. 



2.3.3  Time Horizon 


The researchers conducted the interviews during February and April 2020. Due to time constraints, this study 
 follows a cross-sectional approach. This means that the exploration of the research object is limited to a pre-
 defined time period, i.e. a “snapshot” of the research object is taken (Saunders et al., 2016). This assumption 
 also matches the relatively short time frame within the qualitative and quantitative data were collected. 



2.4  Analysis 


To  analysis  the  qualitative  and  quantitative  data  gathered  through  the  semi-structured  interviews  and  the 
 survey,  the  researchers  draw  upon  qualitative  and  quantitative  data  analysis  methods  described  in  the 
 following. 



2.4.1  Qualitative Data Analysis 


The qualitative data analysis in this study is based on the grounded theory originally published by Glaser & 


Strauss  (1967).  More  precisely,  we  will  follow  the  Straussian  approach  to  this  theory  (Anselm  Strauss  & 


Corbin,  1990).  Applying  the  grounded  theory,  the  researchers  leveraged  the  three  concepts  of coding, 
 theoretical saturation, and constant comparison. 


Coding can be described as the key process in grounded theory. By coding, the collected data is divided into 
 its components. Strauss & Corbin (1990) differentiate between three different kinds of coding practice that the 
 researchers adopted for the analysis: 


1.  Open coding describes “the process of breaking down, examining, comparing, conceptualizing and 
 categorizing  data”(Anselm  Strauss  &  Corbin,  1990).  With  open  coding,  the  researcher  develops 
 concepts which are then grouped and turned into categories. 


2.  Axial coding refers to a procedure “whereby data are put back together in new ways after open coding, 
by making connections between categories” (Anselm Strauss & Corbin, 1990). 



(21)3.  Selective Coding is “the procedure of selecting the core category, systematically relating it to other 
 categories, validating those relationships, and filling in categories that need further refinement and 
 development” (Anselm Strauss & Corbin, 1990) 


The coding process will come to an end when a point is reached, where collecting and reviewing data does not 
 add further value to the development of concepts and categories. This state is called “Theoretical saturation” 


(Glaser & Strauss, 1967). 


Throughout the analysis, the researchers ensured that a close connection between data and conceptualisation 
 is  maintained.  This  guaranteed  the  correspondence  between  the  concepts and  categories  with  the  collected 
 data. This process is called “Constant comparison” (Glaser & Strauss, 1967). 


As  mentioned  earlier,  in  the  open  coding  process  concepts  are  developed,  which  are  then  grouped  into 
 categories. A category is crucial for theory development as it represents real-world phenomena. According to 
 Strauss  &  Corbin  (1998,  p.  22),  a  theory  is “a  set  of  well-developed categories … that  are  systematically 
 related through statements of relationship to form a theoretical framework that explains some relevant social… 


or other phenomenon”. 


The coding process displayed above is conducted with the support of IT-based solutions, namely NVivo. The 
 coding procedure in this study can be labelled as “computer-assisted qualitative data analysis” (CAQDAS).  


The structure of the coding process enabled the researchers to answer the research questions and subsequently 
 develop a conceptual framework. Accordingly, the design of the categories and concepts are closely aligned 
 with  the  SRQs.  Based  on  the  grounded  theory  approach  exhibited  above,  several  broader  concepts  were 
 developed  and  combined  into  categories  during  the  process  of Open  Coding.  Eventually,  five  different 
 categories, including their respective concepts, emerged (see Appendix 9.2.4). Besides codes related to wider 
 themes, the researchers further created codes for the “Units of observation” (i.e. the interviewees) and their 
 respective institutions. This helped the researchers to distinguish between the stances taken by the different 
 institutions. During the Axial Coding procedure, the researchers used the built-in queries and analysis functions 
 provided by NVivo to point out relationships between the seven categories. Ultimately, based on the principles 
 of the Selective Coding process, the researchers chose “impact investing” as their core category. The discussion 
 of the findings and the development of the conceptual framework were based on this core category. 



2.4.2  Quantitative data analysis 


The survey was conducted to reveal the demand for impact investing products among members of DPFs. Thus, 
the researchers only performed fundamental analysis. Offering several features to filter and compare responses 
on an aggregate level, SurveyMonkey allowed the researchers to analyse the responses to key questions based 
on different demographic characteristics. 



(22)The  quantitative  data  extracted  from  the  questionnaire  is  classified  into  different  types  of  variables.  These 
 variable categories range from interval/ratio variables, ordinal variables to dichotomous variables  (Bryman, 
 2012). While all the above-mentioned types of variables are represented in the data related to the demographic 
 characteristics of  the  participants,  the  data related  to  the  relevant  concepts applied  throughout  this research 
 primarily entails interval variables (Bryman, 2012)  


Utilising of univariate analysis, the researchers analysed one variable at a time (Bryman, 2012). Quantitative 
 data analysis tools such as frequency tables and diagrams were applied to generate fundamental insights. For 
 example, the researcher presented a frequency related to the sentiment of survey participants in the context of 
 sustainability  in  financial  markets.  Further,  the  researchers  utilised  diagrams  to  display  responses  of 
 participants  to  several  different  questions,  including  to  which  extent  they  are  concerned  about  how  their 
 pension  savings  are  invested  with  respect  to  social  and  environmental  issues.  Furthermore,  bivariate 
 measurements  are  deployed,  which  are  supposed  to  reveal  possible  relationships  between  two  variables 
 (Bryman, 2012), e.g. the participants’ sentiment towards sacrificing returns for impact based on their affiliation 
 with a particular age group. 


Moreover, the researchers did not apply measurements of central tendency, such as the arithmetic mean were 
 used. Further, due to the low response rates, the researchers deliberately refrained from using significance tests 
 and recommend that the survey should only be seen as an indicator of possible trends among the members of 
 DPFs.  In the critical evaluation of the quantitative research design, the researchers provide a more detailed 
 overview of possible weaknesses. 



2.5  Critical Evaluation of Methodology 


Logically, the design of this research is subject to certain flaws. Mason (1996, p. 21), for instance, states that 
 generalisability,  reliability,  and  validity “are  different  kinds  of  measures  of  the  quality,  rigor  and  wider 
 potential of research”. Henceforth, the critical review of the research design and methods focusses on these 
 three quality measures. Further, the researchers distinguished between generalisability, reliability, and validity 
 of their qualitative and quantitative research design. Finally, the methods of analysis are critically illuminated. 



2.5.1  Generalisability 


The  term  generalisability  defines  the  extent  to  which  findings  can  be  generalised  beyond  the  scope  of  the 
 research (Bryman, 2012). 


2.5.1.1  Qualitative Research Design 


Concerning the qualitative part of this research, Bryman (2012) raises concerns regarding the generalisability 
 and the transparency of findings due to personal interpretations by the interviewees as well as the researchers. 


These  concerns  initially  seem  to  contradict  the  positivistic  research  philosophy,  which  attempts  to  reveal 
transparent  law-like  generalisability  (Saunders  et  al.,  2016).  While  the  researchers  are  well  aware  that 



(23)producing  law-like  generalisability  might  be  out  of  scope,  they  raise  four  arguments  in  support  of  the 
 generalisability  and  the  transparency  of  their  findings.  First,  the  researchers  were  able  to  interview 
 representatives from six of the largest pension funds in Denmark. Second, most of the interviewees from DPFs 
 worked in departments that focus on investments beyond traditional investments. This increased the validity 
 of  the  collected  data.  Other  personal  criteria  did  not  play  a  role  in  the  selection  process  of  the  interview 
 candidates, which mitigated the risk for criticism from a transparency perspective. Third, the core part of the 
 interview questions was strongly connected to the SRQs, which minimised the exposure to personal opinions. 


Therefore, the researchers argue for mitigation of personal interpretations, which might have biased the data. 


Fourth, the interviews conducted with representatives of the IFU and the UCT allowed the researchers to gain 
 insights from a third-party perspective. 


Therefore, the researchers are confident that the generalisability and transparency of their qualitative research 
 are ensured to a reasonable extent considering the scope of this study. 


Further  justification  for  positivist  qualitative  research  is  provided  by  Su  (2018).  Ontologically,  the  author 
 argues,  positivist  qualitative  research  can  summarise  and  apprehend  not  yet  quantifiable  external  realities. 


Furthermore, from an epistemological stance, positivist qualitative research identifies regularities and causal 
 relationships  through  non-statistical  means  and  summarises  patterns  into  generalised  findings  (Su,  2018). 


Bryman (2012) also argues that in the case of very specific research questions, the data collected by qualitative 
 research  adopts  a  more  scientific  character.  As  the  main  research  question  consists  of  several  SRQs,  the 
 justification for a positivistic approach is given. 


2.5.1.2  Quantitative Research Design 


With regard to the generalisability of the quantitative data, four aspects could give rise to criticism. First, the 
 size  of  the  sample  is comparably  small,  which  makes  any  generalisability  from  these  results  for  the entire 
 population too ambitious. Second, the demographic diversity concerning the educational background and age 
 is very low within the sample. This matches the criticism raised by Bryman (2012) with respect to the sample 
 selection method, the “Convenience Sampling”. The author alludes that samples based on the close personal 
 and professional network of the researcher do not provide sufficient ground for generalisability. Although the 
 findings  might  not  be  generalisable  to  the  entire  population,  the  researchers  argue  that  the  generalisability 
 within specific demographic groups presented in the survey is reasonable. 



2.5.2  Reliability 


Bryman  (2012,  p.  168)  defines  reliability  as “fundamentally  concerned  with  issues  of  consistency  of 
measures”. In this context, reliability makes statements about whether the results of a study can be repeated 
(Bryman, 2012). 
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With respect to reliability, LeCompte & Goetz (1982) differentiate between external and internal reliability in 
 qualitative  research.  External  reliability,  in  this  context,  describes  the  extent  to  which  the  study  can  be 
 replicated. Due to the cross-sectional character of this research, the replication of the study might be difficult 
 as  the  social  or  market  environments  might  change  significantly  in  the  future.  However,  the  philosophy, 
 approach,  and  design  selected  for  this  research  aim  to  generate  results  as  objective  and  generalisable  as 
 possible.  To  further  enhance  the  reliability,  the  researchers  list  the  interviewed  institutions  and  provide  an 
 overview of the interview questions and data analysis methods used in this study. Therefore, the researchers 
 argue for the replicability of this study. However, the researchers acknowledge that due to the anonymisation 
 of the interviews with DPFs, the exact replication of the results obtained during this research might be difficult. 


Internal  reliability  describes the  consistency  of  interpretation  among the  researchers.  Since  two researchers 
 conducted this study, possible inconsistencies cannot be ruled out completely. 


2.5.2.2  Quantitative Research Design 


Concerning the survey of this study, it is difficult to determine whether the results are replicable and, hence, 
 reliable.  As perceptions around  terminologies and  definitions related  to  concepts such as sustainability  and 
 impact might evolve, the replicability of results cannot be guaranteed. The terminology and definition problem 
 can also be linked to the cross-sectional approach that the researchers apply. A more longitudinal approach 
 could account for those problems. Additionally, changing demographic characteristics of the sample and the 
 anonymisation  of  respondents  limit  the  replicability  even  further.  Changes  in  the  financial  situation  of  the 
 respondents, which might influence their sentiment related to sacrificing return for impact (Bryman, 2012).  



2.5.3  Validity 


Bryman  (2012,  p.  47)  describes  validity  to  be “concerned  with  the  integrity  of  the  conclusion  that  are 
 generated from a piece of research”. In the following sub sections, the researchers shed light on the validity 
 of their qualitative and quantitative research design. 


2.5.3.1  Qualitative Research Design 


Similar to the quality measure of reliability, LeCompte & Goetz (1982) highlight that validity in qualitative 
 research  consists  of  an  external  and  an  internal  component.  External  validity  describes  the  degree  of 
 generalisability of findings across research settings. As discussed earlier, the researchers argue in favour of the 
 generalisability  of  the  findings and,  thus, see  proof for external  validity.  With  internal  validity,  the authors 
 describe the extent to which observation made during the study are an authentic representation of the reality. 


To ensure the highest level of validity possible, the interview questions were sent out in advance. Therefore, 
interviewees  were  able  to  prepare  their  answers  and  to  avoid  flaws  in  their  argumentation.  Although  the 
interview  questions  were  rather  specific  to  be  in  line  with  the  positivistic  stance  of  this  paper,  they  are 



(25)sufficiently wide enough to allow for more detail where necessary. However, the researchers cannot rule out 
 flaws due to the personal interpretation of the interview questions by the interview participants. This might 
 raise concerns regarding the authentic representation of the reality. Again, the cross-sectional approach of this 
 study may hamper the degree of internal validity, as possible flaws of the snapshot taken cannot be accounted 
 for in the long run. 


2.5.3.2  Quantitative Research Design 


To  increase the  validity,  the  researchers tested  the  quality,  coherence,  and consistency  of  the  questionnaire 
 through a peer review among fellow students, who were familiar and experienced with this type of research. 


Additionally, the researchers provide the research participants with the definitions of the relevant concepts, 
 which have been used consistently throughout the entire research to ensure a uniform understanding among 
 the respondents. This enables the participants to answer the questions in the best possible way. However, the 
 close-ended nature of the questions may have negative effects on the level of detail to which the respondents 
 can  express  their  opinion.  Additionally,  the  researcher  cannot  influence  the  thoroughness  applied  by  the 
 participant  while  answering  the  questions  (Bryman,  2012).  Further,  low  response  rates  may  hamper  the 
 robustness of the results. The decision in favour of closed-ended questions and answers based on a rating scale 
 also removed the possibility for the researcher to further explore the meaning of the responses (Bryman, 2012). 


Furthermore, the researchers acknowledge that the specific framing of questions may lead to biased responses, 
 as the researchers do not specifically point out potential shortfalls of the relevant concepts. 


The data gathered through the survey might also be subject to the hypothetical gap between stated and revealed 
 preferences  (Bauer,  Ruof,  &  Smeets,  2019).  The  researchers  are  not  able  to  determine  whether  the  stated 
 preferences of respondents deviate from their revealed actions. 



2.5.4  Methods of Analysis 


In their initial draft of grounded theory, Glaser & Strauss (1967) propose theoretical sampling, which differs 
 from purposive  sampling,  in  that  the  data  is collected  in  an  ongoing  process.  This  study,  however,  takes a 
 purposive sample (Bryman, 2012), given the time constraints faced by the researchers. 


The utilisation of the grounded theory approach entails several shortcomings that must be accounted for. For 
 example, Glaser (1992) criticises the Straussian adaption of the grounded theory as too prescriptive. He argues 
 that this adaption of grounded theory is primarily focussed on the development of concepts rather than theories. 


Further, critiques argue that dividing data into distinct fragments during the coding process might disrupt the 
narrative flow of the interviews and distorts the context (Coffey & Atkinson, 1996). However, the research 
aims to discover distinctive factors related to the SRQs so that the narrative flow might only play a subordinated 
role.  Since  coding,  and  CAQDAS  in  particular,  enhances  the  transparency  of  the  qualitative  data  analysis 
process (Bryman, 2012), the researchers argue that this method supports the scientific approach of their study. 



(26)Conclusively, given the objectivist nature of grounded theory (Charmaz, 2000), the researchers consider the 
application of this approach to be well suited to reflect the positivistic stance taken by their study. 



(27)
3  Literature Review 


Based on the three main components of the overarching research question, the researchers conduct an extensive 
 literature review in the areas of ‘Impact Investing’, ‘Pension Funds as Institutional Investors’, and ‘Emerging 
 Markets and sub-Saharan Africa’. Drawing on this literature review, the researchers identify the theories and 
 concepts deemed to be most relevant for this study. 



3.1  Impact Investing 


Covering  the  first  component  of  the  literature  review,  the  researchers  outline  the  emergence  of  impact 
 investing, present the definition of impact investing used in this study, look at the industry development and 
 market size, and place impact investing on the broader investment landscape. Further, the researchers highlight 
 important  segments  of  impact  investing,  such  as  impact  themes,  market  players,  impact  measurement, 
 reporting,  and  due  diligence.  Moreover,  this  sub  section  describes  the  interplay  of  impact  investing  and 
 portfolio theory, and sheds light on innovative financing. 



3.1.1  Emergence and Definition of Impact Investing 


The term “impact investing” was only coined a bit over a decade ago, yet commonalities of the underlying 
 concept can be  found  in  several  preceding  approaches to  investing. Dating  back  as far as the  18th  century, 
 origins of the impact investing concept can partly be traced back to the ethical responsibility found in many 
 religious traditions of Islam, Judaism, and Christianity which have aligned economic activity with ethical belief 
 (IFC, 2019a). 


To some extent driven by the demand from religious institutions with large endowments, socially responsible 
 investing  (SRI)  emerged  in  1960  (Sparkes  &  Cowton,  2004).  Originally,  this  asset  management  strategy 
 involved negative screening and exclusion of industries with negative social and environmental impacts, such 
 as coal, tobacco, firearms, and gambling, but later broadened to include management and labour issues as well 
 as antinuclear sentiments (Sparkes & Cowton, 2004). 


Moving beyond simple negative screening and exclusionary approaches as a result of a growing understanding 
 of  environmental,  social,  and  governance  (ESG)  risks,  investors  increasingly  adopted  ESG  integration  or 
 sustainable investing strategies to assess and mitigate the ESG risks of all assets in the portfolio (IFC, 2019a). 


The United Nations Principles for  Responsible  Investing  launched  in  2005  encourage  investors  to follow  a 
 responsible investing approach which integrates environmental and social considerations into their decision-
 making process (PRI, 2020). The historical evolution and critical milestones of these investment approaches 
 are presented in Figure 7 below. 


According to the predictions of Deutsche Bank (2018), an ever-growing demand for products that integrate 
 ESG will result in 95 percent of professionally managed assets having some sort of ESG mandate by 2030. 


While negative screening is particularly popular in Europe (PWC, 2017) and ESG integration strategies enjoy 



(28)greater popularity in the United States, Canada, Australia, New Zealand, and Japan, assets managed under both 
 strategies have seen rapid annual growth between 2011 and 2015 (IFC, 2019a). 


Figure 7: Impact Investing Emergence. Source: Adopted from IFC (IFC, 2019a). 


Impact investing  goes even  further  than responsible  or  socially  responsible  investing  and  places social  and 
 environmental impact at the centre of the approach. Growing out of philanthropies and foundations seeking 
 more financially sustainable ways to achieve impact than conventional grant giving and driven by responsible 
 investors seeking to go beyond ‘do no harm’ strategies, impact investing initially focused on supporting social 
 enterprises  with  innovative  business  models  (IFC,  2019a).  Synthesising  the  various  definitions  of  impact 
 investing (Table 1) circulating in the industry, the IFC defines impact investments as:  


“investments made into companies or organisations with the intent to contribute to measurable positive 
 social or environmental impact, alongside a financial return.” 


(IFC, 2019a) 
 In the following, the researchers refer to these ‘companies or organisations’ as social enterprise (SE). 


Aligning  the  different  definitions,  the  IFC  (IFC,  2019a)identified  three  distinctive  cornerstones,  intent, 
contribution, and measurement, which are critical to distinguish between the approaches of impact investors 
and other types of investors. Further, in this context it is also important to specify the definition of positive 
social  and  environmental  impact.  Alex  Nicholls  et  al.  (2015)  define  impact  as:  ‘Significant  changes  in  the 
wellbeing  of  key  populations,  whether  intended  or  unintended,  brought  about  by  the  allocation  of  social 
investment  capital,  going  beyond  what  would  otherwise  have  been  expected  to  occur.”  This  definition 
explicitly refers to social impact but can be extended to environmental impact. As many other definitions, this 
definition of impact is not free from criticism (Alex Nicholls et al., 2015), but is considered as sufficient for 
the scope of the following sections. Besides positive social and environmental  impact, the three distinctive 
attributes of impact investing build the foundation for the formulation of a credible impact thesis through which 
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