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Institutional Investors in Zimbabwe.
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and 
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Department of Finance, National University of Science and Technology, Zimbabwe.

ABSTRACT

This study investigated whether institutional investors in Zimbabwe incorporate ESG criteria 

when selecting companies to invest in. Through a questionnaire survey and content analysis 

of websites, annual reports, investment policy statements and found facts sheets, 68.3% of the 

sample of 41 institutional investors showed that they engaged in Responsible Investment 

(RI), albeit in an informal way, with the exception of only 3 institutional investors who 

subscribed to a formal documented RI policy. Active ownership and positive screening are 

the commonly used RI strategies in Zimbabwe. Non-parametric correlation analysis 

established that client demand and corporate scandals were significant factors (at 1% level of 

significance) cited by the greatest proportion of institutional investors to be the drivers of 

ESG integration while lack of return, awareness and understanding of RI were significant 

factors (at 5% level of significance) cited as the major obstacles to the uptake of RI in 

Zimbabwe. Reputation and Capital were cited by the greatest proportion of institutional 

investors as motivators for investee companies to consider and report on ESG issues. 

Through non-parametric correlation analysis, the study established that all three ESG 

components were significant at 5% level and that governance is highly rated in the ESG 

integration process, followed by the environmental component and then the social 

component. All environmental, social and governance factors analysed were found to be 

significant factors exerting an influence in the ESG integration process. Resource depletion 

and water and waste management, customer relations, human rights and human capital 

management bribery and corruption as well as board skills and structure were found to be the 

to exert greatest influence in the ESG integration process. 
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1. Introduction

There is a noticeable growth in a new generation of local asset owners and managers 

investors, who are interested in integrating environmental, social and governance (ESG)

criteria in the investment decision-making process paying more attention to how profits 

being made, than the amount of profits made by their investee companies.1 A number of 

studies have been carried out on responsible investment in developing countries, and South 

Africa has tended to dominate previous studies (Ahee, 2013; Giamporcaro et al., 2010;

Viviers et al., 2009). In contrast, evidence of adoption of RI practices or lack thereof in 

Zimbabwe is sparse, and little is known about the motivation, factors influencing ESG 

integration, and their relative importance to institutional investors, who, according to the PRI

(2016), are the ultimate anchor for the credibility and functionality of the whole corporate 

governance system. Olatubosun (2013) also subscribes to the view that the RI market is 

largely driven by institutional investors.

Responsible Investors advocate for integration of ESG factors, firstly, to contribute towards 

sustainable development and secondly, in order to manage long-term risk and enhance 

investment returns (Barochez, 2014). The relevance of the second assertion has been the 

subject of heated debate, with one school of thought arguing that integration of ESG factors 

into investment decisions tend to penalize value (Cortez et al., 2009; Jin et al., 2006;

Renneboog et al., 2008) while another school contend that ESG integration does not penalize 

value and can in fact enhance portfolio returns (Episode, 2008; Hong, 2009; Kempf et al., 

2007; Mutezo, 2014). Other studies did not find a statistically significant difference between 

the performance of RI funds and traditional funds (Bondera, 2014; Revelli et al., 2015). 

However, some authors have indicated that studies into RI performance issues have been 

oversubscribed to the neglect of other dimensions of RI research such as the analysis of the 

responsible investment practices of investors, drivers of ESG integration and factors 

influencing responsible investment strategies (Capella-Blanchard et al., 2012).

A myriad of factors bear testimony to the increased international popularity of the 

Responsible Investment concept. Firstly, it is the mushrooming of ESG research providers, 

which are either independent organizations or internal research teams. Secondly, the increase 

in the number of institutional investor collaborations also bear testimony to the popularity of 

                                                           
1 Capital Markets Highlights- Shareholders and Investors Forum on Responsible and Sustainable Investing in  
   Zimbabwe, Securities and Exchange Commission of Zimbabwe 
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the RI concept, e.g. the EAI, the UNPRI, the INCR and the CRISA are typical initiatives

have strived to move the RI concept into the mainstream.

Figure 1: Global Growth in Responsible Investment

Source: CFA Institute 
 
Viviers(2007) claimed that, Responsible Investment takes place 

on the African continent.

in ESG engagement in Africa. For instance by the end of June 2017, 60 Institutional Investors 

based in Africa, had signed the PRI Code (see Table 1). Also in Zimbabwe, the Institute of 

Sustainability Africa (INSAF) with a long-term goal of spearheading the establishment of the 

Code of Responsible Investment in Zimbabwe (CRIZ), is driving the Responsible Investment 

agenda by encouraging the investing community to adopt the UN Principles for Responsible 

Investment and the Global Reporting Initiative2.

Table 1: PRI signatories based in Africa

Country Number of signatories

Botswana 1

Ghana 1

Mauritius 4

Namibia 1

Nigeria 1

South Africa 52

Source: UNPRI 

                                                           
2 www.Instforsustainafrica.org/programmes    
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Globally, according to Orr (2015), the financial community has begun to make thorough 

assessments of investments and consensus is building that appraisal should include 

environmental, social and governance (ESG) factors. Increased scrutiny of ESG risks and 

opportunities has largely been escalated by compelling evidence that integration of ESG 

factors into investment analysis and decision making enhances portfolio returns (CFA, 2015;

Deutsche, 2015). Concomitantly therefore, the corporate world has recognized the 

importance of transparent and credible disclosure of ESG risks and opportunities as part of 

their value proposition (Orr, 2015). As a result of these market push and pull factors, 

responsible investment is spreading like veld fire and has advanced from a fringe investment 

strategy to a mainstream investment strategy. Therefore there is compelling evidence that the 

process is gaining traction in the developing world (Mutezo, 2014). Despite the international 

prominence that the concept of Responsible Investment has gained, there is limited 

understanding as to ESG integration process by institutional investors in Zimbabwe, and to 

what extent, and what are the motivating factors? The aim of this study is therefore to unveil 

the RI concept in a Zimbabwean context, determine the profile accorded to RI by institutional 

investors, examine factors driving and influencing ESG integration, and determine whether 

institutional investors in Zimbabwe incorporate ESG criteria when selecting companies to 

invest in.

2. Theoretical background and Literature Review

The Modern Portfolio Theory and the Stakeholder Theory are the two main schools of 

thought that have shaped perceptions on responsible investing. Both theories project some 

valuable insights as to why investors engage or do not engage in responsible investing 

practices. Markowitz (1952) propagated the modern portfolio theory (MPT) to explain how 

risk averse investors can optimise or maximise returns given a certain level of risk. The 

theory identifies two categories of risk in the market place: systematic risk (risk associated 

with the overall market) and non-systematic or specific risk (risk associated with a specific 

sector, industry or business) (Herb et al., 2007). According to the theory, investors can 

diversify a portfolio by combining non-perfectly correlated securities. A good degree of 

diversification can therefore be achieved by increasing the number of stocks in a portfolio. In 

an RI fund, selection and exclusion constraints limit investment opportunities and hence the 

ability to diversify. This explanation is similar to that of Le Maux et al. ( 2004) who argued 

that in an RI fund, portfolio managers face a small universe of stocks which should result in 
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poor performance by shifting down the efficient frontier. The explanation is again consistent 

to that of Clow (1999) who states that, RI through its selective approach and the constraints 

it introduces would cause a sector bias by restricting the number of investment areas and 

therefore increases risk However, after the postulation of the MPT, critics came guns 

blazing to shoot down Markowitz arguments. One such is Diltz (1995a; 1995b) who 

advanced that stock markets are so vast, liquid, and efficient that under-diversification will 

have almost no effect on RI portfolio performance. A closer analysis of this argument raises 

serious questions, as it is not immediately obvious in reality that stock markets are vast, 

liquid and efficient, at least in capital markets domiciled in underdeveloped parts of the 

world. Another critic, Bourtin-Dufresne (2004) argued that diversification costs can also be 

low if the diversifiable component of the risk of ethical firms is low.

Despite the articulacy in the explanation of the diversification inefficiency of RI strategies, 

the Modern Portfolio Theory does not offer any explanation of possible benefits that RI 

policies create. In contrast, Freeman (

management of internal and external relationships will have a significant positive or negative 

effects on future profitability. Aras et al. (2008) concurs that a business is made up of various 

stakeholder groups with different expectations of the business. The manner in which the firm 

reacts to these expectations is critical to its current and future success. Herb et al. (2007) 

illustrated that for instance, a social agenda that includes above market benefits for 

employees will attract the best workers, hence improving productivity and positive 

interactions with the community will attract favourable negotiating terms with the 

government in the areas of taxation and other contractual obligations. One is driven to admit 

that while the pool of possible investments is limited by using subjective criteria according to 

the Modern Portfolio Theory, the Stakeholder Theory suggest that the available pool contains 

superior investments. Revelli (2015) made an interesting observation that more companies 

adopt good governance criteria than environmental or social criteria and hence diversification 

constraints are likely to be lower for RI in governance.

Both Aupperle et al., 1985 and Friedman., 1970 opposed the Stakeholder theory on the 

grounds of increased costs associated with socially responsible actions which may put the 

firm at an economic disadvantage as well as inefficient use of resources as a result of 

attempting to satisfy the conflicting objectives of different stakeholders. This view has 

resulted in RI being regarded as a high risk, low return philanthropic endeavour (Eccles et al.,

2010). The Stakeholder Theory gave birth to an accounting framework developed by John 
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Elkington in 1994, i.e. the Triple Bottom Line (TBL) that incorporates three dimensions of 

performance: social, environmental and financial, commonly referred to as people, planet and 

profit. The terms, TBL Reporting, sustainable reporting being advanced by the Global 

Reporting Initiative, CSR Reporting being promoted in Japan, corporate responsibility 

reporting being upheld by KPMG and Corporate Citizenship Reporting being pursued by 

General Motors and others are often used interchangeably in literature. Hall et al. (2011) 

argues that the Triple Bottom Line is not difficult to define, but the trick is in how social and 

environmental performance is measured. This argument is consistent with that of Revelli et 

al. (2015) and CPA Canada( 2010), who maintains that social and environmental 

performance is difficult to measure. Hall et al. (2011) advances the argument further to say 

that the social and environmental metrics differ widely across countries which may result in 

the TBL user having metric stress. This position is further solidified by empirical studies that 

reflect that lack of appropriate measurement standards for ESG criteria is a major obstacle to 

the uptake of RI (Caplan et al., 2013; EIRIS, 2012)

Apart from diversification costs, the theory of RI costs is also advanced to explain the 

underperformance of RI funds. These are costs to determine which stocks belong to the RI 

universe (universe selection costs) and secondly costs of active management. According to 

Revelli et al. (2015), the universe selection costs are particularly high due to the lack of 

organised and normalised information systems at firm level (reporting is much less stringent 

for social and ethical aspects compared with economic aspects which can rely on the 

accounting systems). CPA Canada (2010) also consolidates this position by citing that ESG 

information, especially social, lacks standardization. This is one premise that has been used 

by opponents of RI to suggest that RI funds earn inferior returns compared to conventional 

funds.

Sceptics voting against ESG integration in investment models have also used the Efficient 

Market Hypothesis (EMH) as part of their arsenal. According to the EMH, share prices 

reflect all publicly available information and prices instantaneously adjust to reflect any new 

public information (Hassel, 2012). It is therefore not possible to earn abnormal returns based 

on available information. Thus, if ESG information was of importance, investors will 

incorporate this information in the fundamental investment process and there will be no 

material advantage gained by selecting companies with high ESG performance (Caplan et al.,

2013). According to EMH, the benefits of ESG will vanish if all investors incorporated ESG 

information in their investment models. Renneborg et al. (2007) presented a similar argument 
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that investors in a bid to avert unethical behaviour, pay a premium for using screening 

through ESG information, which is already reflected in the share prices.

RESPONSIBLE 
INVESTMENT

RI Strategies: 

- Screening 
- Shareholder 

Activism 
- Cause Based 

Investing 

Strategies based on: 

- Environmental 
Criteria 

- Social Criteria 
- Governance 

Criteria 

Tools & Initiatives: 

-UN Principles of Responsible 
Investment 

-Global Reporting Initiative 

-SRI Indices 

- Code for Responsible 
Investing in South Africa 

-Integrated Reporting 

-Sustainable Accounting 
Standards 

Theories: 

-Stakeholder Theory 

-Triple Bottom Line 

- Efficient Market Hypothesis 

- Modern Portfolio Theory 

-Theory of RI Costs 

Empirical Literature: 

-Analysis of Responsible        
Investment practices of 
Institutional Investors 

-Performance of Traditional 
Funds and RI Funds 

-Drivers of RI 

- Institutional Factors and 
influence on ESG Integration 

Key Contributors: 

- Viviers (2007); Viviers et al. (2009) 

-  Ahee (2013) 

- Giamporcaro et al. (2010) 

- Jones, M.J. & Solomon, J.F. (2013) 

-  Mwangi. (2011) 

- Revelli et al. (2015) 

- Yamahaki. (2013) 

-CFA (2015) 

Figure 2: Conceptual Model
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3. Empirical Review of the relationship between ESG and Performance

The community of researchers into RI practices has been growing sensationally over the 

years. The major concern among investors has been the question as to whether ESG 

integration adds or destroys value. It is not surprising that, as a result, there is a proliferation 

in extant literature, of studies focused on the relationship between ESG performance and the 

risk adjusted performance of portfolios. Accordingly, Capella-Blanchard et al. (2012) argued 

that research into performance issues has been oversubscribed at the expense of other 

dimensions of RI research. Apart from performance studies, this section will also cover 

empirical research on RI such as studies on the extent of consideration of ESG issues in 

investment planning and decision making among institutional investors, drivers and obstacles 

to RI and RI strategies implemented by institutional investors.

Stock markets in emerging markets are very volatile and hence more risky than in developed 

economies. Researchers have been drawn to understand how ESG accounts for this high level 

of risk and a number of studies have been carried out to analyse whether RI funds perform 

better than traditional funds.

Viviers (2007), arguably the greatest contributor to RI research in South Africa, studied the 

performance of RI funds vis- -vis their benchmark indices during three distinct periods of RI 

development. In the first two sub periods (1June 1992 to 31 August 1998 and 1September 

1998 to 31 March 2002), RI funds underperformed their benchmark indices and significantly 

outperformed them during sub-period three (1 April 2002 to 31 March 2006). Research by 

Viviers( 2007) was instrumental in the sense that it culminated in the construction of the first

RI funds population in South Africa. In contrast to Viviers (2007) findings, Bondera (2014)

found a statistically insignificant difference between performance of SRI portfolios and 

conventional portfolios for study period (2000 to 2013), although Viviers (2007) demarcated 

the period into sub-periods. While Viviers (2007) findings suggest that investors can 

consider RI funds as part of a well-diversified investment strategy, Bondera (2014)

imply that investors will not obtain superior returns by investing in RI, neither will they 

penalize value by doing so.

Mutezo (2014), using accounting measures(Return on Assets, Return on Equity, and Earnings 

Per Share) as opposed to Bondera (2014) and Viviers (2007) who used market measures, 

concluded that companies listed as constituents of the JSE SRI index have better financial 
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performance than those that are non-constituents. The implications of the findings are that, 

assuming fundamental value is a projection of market value, investors would attain superior 

performance by investing in firms with high ESG performance. In contrast, Johanson et al. 

(2015) study results demonstrate no significant relationship between total ESG rating and risk 

adjusted return on the Indian Stock Exchange. Johanson et al. (2015) further established that 

Environmental and Social rating does not have a significant association with the risk-adjusted 

return. Shockingly, a negative relationship was found between governance and risk-adjusted 

return. Contrary to other RI funds performance studies, Mwangi (2014) considered the effect 

of intervening variables and found a statistically significant relationship between RI and 

mutual funds performance in Kenya.

Empirical findings so far suggests that results of the studies were inconclusive. For instance, 

in addition to the studies by Johanson et al.(2015) numerous other studies contend that 

factoring in ESG issues tend to penalize value (Cortez et al., 2008; Jin et al., 2006;

Renneboog et al., 2008). The penalty emanates from limited diversification opportunities as it 

is generally posited by the modern portfolio theory that diversification reduces risk and 

increases the risk adjusted portfolio returns. It is also envisaged that active management 

strategies associated with ESG integration increases costs.  Studies by (Episode, 2008; Kempf 

et al., 2007; Hong et al., 2009) in addition to (Deutche, 2015; Mutezo, 2013; Mwangi, 2014;

Viviers, 2007) suggest that ESG integration enhances portfolio returns. Some studies showed 

neutral results (Bondera, 2014; Revelli et al., 2015) 

Some authors have fiercely opposed study results showing a negative and neutral relationship 

between ESG integration and financial performance. CFA (2015) considered a negative 

Deutche (2015) in arguably one of  the most 

extensive study of the relationship between ESG integration and financial performance 

scoffed at the negative and neutral positions taken by previous researchers after finding in a 

meta-study that 62.6% of 2000 academic studies carried out since 1970 showed a positive 

relationship between ESG and financial performance. Thus, it is interesting to note that 

researchers have not yet reached consensus as to the conclusiveness or lack thereof, of the 

relationship between ESG integration and financial performance
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4. Methodology

Due to the nature of the study, both the positivist and phenomenological research paradigms 

were employed in order to address the research objectives. Positivists place a strong emphasis 

on the quantification of constructs and believe that the best and only way of measuring the 

properties of a phenomena is through quantitative measurement (Mwangi, 2014). The nature 

of the study also required interaction with the units of analysis, in particular, the institutional 

investors, in order to capture their actual experiences with regards to responsible investment 

practices. This was the major motivation behind the adoption of a phenomenological approach. 

According to Greene (1 henomenology is concerned with the 

lived experiences of the people involved or who were involved with the issue being 

that qualitative research, compared to quantitative 

research is second rate, lacks rigour and objectivity (Enrich 2005). There is perhaps no other 

discipline that subscribed to this notion more than the finance discipline. It has been argued, 

however, that though relatively unused in finance research, phenomenological research has 

much to offer (Wilson, 2011). Through phenomenology, one is able to seek answers to the 

models.

The unit of analysis, which is the population of the study were long-term investors who invest 

on the Zimbabwe Stock Exchange namely pension funds, life funds (life insurance companies) 

and  mutual funds (in particular the equity and balanced funds) and these constituted the 

population. Non-probability sampling techniques were applied. In particular, the purposive 

sampling method was used. This is a suitable method where studies involve qualitative research 

(Creswell, 2014). The phenomenological approach also require that the opinions of experts be 

sought rather than drawing samples from a population (Collis et al, 2003). The participants are 

experts in investment management working as CEOs, institutional investors firms registered 

with the Zimbabwe SEC, Insurance and Pensions Commission, and the institutions must have 

been in existence for more than 3 years. The main research instrument used to collect primary 

data was a semi-structured questionnaire with Likert-like statements, closed and open-ended 

questions. The questionnaire design was based on the research questions and was also guard 

by literature. To foster enhanced interaction with the units of analysis, the questionnaire survey 

was supplemented by face to face and telephonic interviews to gain further insights on the 

responses provided and also fulfil the phenomenological aspect of the study. SPSS Coding was 

used for analysing the content of the questionnaires, and unique data values were assigned to 

each category of questionnaire responses. .  



 pg. 12 

5. Discussions of findings

5.1 Engagement in Responsible Investment

The study found that of the 41 institutional investors sampled, 28 (representing 68%) engage 

in some form of RI (out of 41 respondents), and 3 of them can be referred to as purely RI funds 

(as these had an elaborate RI policy and in most cases applied it across all asset classes). These 

are namely, Imara Asset Management and Old Mutual, both signatories to the PRI Code 

through their parent companies. The third firm is not a signatory to the UNPRI but follows an 

elaborate RI policy. Its name will remain confidential throughout this research in keeping with 

the requirements of the confidentiality agreement entered with the company.

Table 2. Analysis of firms integrating ESG?

YES NO TOTAL

Pension Funds 14 7 21

Life Assurance 4 4 8

Mutual funds 10 2 12

Grand total 28 13 41

5.2 ESG Drivers, Importance, Motivation and Obstacles
Client Demand followed by Corporate Scandals were cited as drivers of ESG integration by 

the greatest number of Institutional investors although the later was found to have the greatest 

impact on the decision to engage in RI than the former. In contrast to studies by (Eccles et al.,

2007; Amankwa, 2011; Yamahaki ,2013), this study found that a small number of institutional 

investors are motivated to engage in RI by regulation or legislation which also has the least 

impact on the decision to engage in RI. However, the results corroborate the results of a study 

by Cuesta de la (2008) where 84% of the study respondents did not see a major growth in RI 

attributable to legislation in the Spanish market. Financial return was found to be a significant 

factor in driving ESG integration, with 51.2% of the institutional investors citing it. This augurs 

well with the stakeholder theory as well as empirical studies which showed a positive 

relationship between ESG integration and risk adjusted returns (Viviers, 2007; Mutezo, 2014; 

Mwangi, 2014; Deutsche, 2015; Kempf et al, 2007; Episode, 2008; Hong, 2009).

The greatest proportion of institutional investors (43.9%) believe that lack of return is an 

obstacle to the uptake of RI. These investors seem to lean on the tenets of the modern portfolio 
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theory, the efficient market hypothesis and the Theory of RI costs all of which postulate that 

ESG integration in the portfolio construction process tends to destroy value. This position is 

reinforced by empirical evidence suggesting a negative relationship between ESG integration 

and portfolio performance (Jin et al, 2007; Cortez et al, 2008; Renneboog, 2008). Lack of 

awareness and understanding of RI have the greatest impact on discouraging the uptake of RI. 

Reputation was cited by most (88%) institutional investors as a motivator for investee 

companies to consider and report on ESG issues. This is consistent with a study by (Ahee, 

2013

stors cite it as 

companies generally believe that reporting on how well ESG risks are managed translates to a 

better edge over competitors as well as a lower cost of capital as investors perceive a lower risk 

in the company. Compliance to regulation or legislation and Reporting requirements were cited 

by a smaller proportion of institutional investors as motivators to consider ESG issues contrary 

to studies by (SSE, 2015; Ng, 2016; Orr, 2015) which hold such factors in high esteem. The 

governance and social components were significant at 5% level while the environmental 

component was significant at 1% level. The governance component was highly ranked in terms 

of impact in the investment decision making process followed by the environmental component 

and then the social component. However, in terms of impact, the governance component was 

highly ranked in the ESG integration process, followed by environmental and then the social 

component. This results are in sync with a global study by CFA (2015) and Ahee (2013) that 

established governance as a highly ranked ESG component. However, the social component 

was ranked second and the environmental component was the least important contrary to the 

results from this study.

All environmental factors believed to exert an influence in the ESG integration process were 

found to be significant. However, resource depletion was found to be highly correlated to the 

decision to engage in responsible investment, followed by water and waste management. 

Climate change risk and carbon emission is not highly rated contrary to studies by (Ahee, 2013) 

in South Africa. All social factors were statistically significant in the ESG integration process, 

however, the impact of health and safety in the investment decision making process was very 

low. Customer relations was highly ranked in importance followed by first human rights and 

then human capital management. This resonates well with the results of a global study by (CFA, 

2015). Similarly, all governance factors were considered to be significant factors in the ESG 
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integration process although separation of Chair and CEO was not considered to be an 

important factor. However, bribery and corruption exerted the strongest influence in the ESG 

integration process followed by board skills and structure and independent directors. The 

greatest proportion (56%) of institutional investors allude to the fact that they engage in active 

ownership followed by positive screening. These findings are at loggerheads with findings by 

Giamporcaro et al. (2010) who found that positive screening is highly rated and followed by 

active ownership(engagement and proxy voting) in South Africa. A study by Viviers (2007) 

also highly rated positive screening and the cause based strategy as an RI strategy in South 

Africa. This in contrast to the results of this study which assigned the lowest ranking to the 

cause based strategy. This study puts the best in class strategy in the third place contrary to 

(Cuesta de la, 2008) who highly rated the strategy among Spanish investors.

Firm type was found to be a significant factor and positively impacts on the probability of a 

firm to engage in RI. The no association hypothesis was rejected in this case. Generally, the 

results of the study revealed that asset managers are more likely to engage in RI than asset 

owners, a result, though in line with (Yamahaki, 2013), contrast with findings by (Aguilera et 

al., 2006; Clark et al., 2004; CFA, 2015; Martin et al., 2007).

Demand from clients, the so called retail investors and corporate scandals were identified as 

the key drivers for RI adoption. Lack of return, awareness and understanding of RI were found 

to be the major obstacles towards the uptake of RI in Zimbabwe. Governance seem to be 

uppermost in the minds of investors in the ESG integration process. A very strong case was 

made for active ownership and positive screening as the most commonly employed RI 

strategies in Zimbabwe. Assets under management(AUM) was found to be positively related 

to the probability of a firm engaging in RI while asset managers were found to have higher 

chances of engaging in RI than asset owners.

6. Recommendations

The major wakeup call arising from this study is that institutional investors seem to have 

embraced ESG as part of their corporate DNA but no commensurate effort is made to translate 

these values into portfolio construction-which is basically the essence of RI. A common 

misunderstanding is that if an institutional investor embraces ESG as part of its value system, 

it is engaging in responsible, yet Responsible investing is consummated once those values are 

transferred into the portfolio construction process. The researcher therefore wishes to raise an 

alarm that institutional investors should craft a formal RI policy and not get satisfied by vague, 
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informal articulation of ESG practices on their websites, annual reports, investment policy 

statements and fund fact sheets. UNPRI signatories could be good case studies to glean from.

The power of institutionalism in the form of relevant legislative or regulatory instruments is 

lacking, despite it having catapulted RI in emerging economies like South Africa and India. It 

is therefore not perturbing to note that very little credence is accorded to legislation or 

regulation as a driver of RI in Zimbabwe. This is unlike South Africa which has developed a 

Socially Responsible Index (JSE SRI) and CRISA for example. The crafting of the Code for 

Responsible Investing in Zimbabwe (CRIZ) is an overdue undertaking which should be 

expedited to allow the investing community to fully contribute and benefit from Responsible 

Investment. Looking at the reform of the Zimbabwe Stock Exchange listing requirements 

through an ESG lens is also worthwhile in order to encourage investee companies to consider 

and report on ESG issues. Evidence from the study shows that climate change risk and carbon 

emissions have not received the necessary attention among institutional investors in Zimbabwe 

despite this being the talk of the day globally. Recently, Zimbabwe added itself to the list of 

signatories to the Paris Agreement on Climate Change whose thrust is to reduce global 

warming levels to below 2 Degrees Celsius. Institutional investors should begin to think about 

how to reduce their portfolio exposure to carbon stranded assets and climate change risk.

Evidence from the market also cites lack of awareness and understanding of RI as an obstacle 

to the uptake of RI in Zimbabwe. Institutional investors and regulatory authorities should 

therefore allocate a sizeable chunk of resources towards training and development, professional 

certification in ESG. Furthermore, the selection criteria for fund managers should be revisited 

to require a certain level of training in the management of ESG risk. Universities, Colleges and 

professional institutions should include in their curriculum courses on sustainable finance and 

investing. One other worrying finding is that an insignificant number of institutional investors 

points to the UN Principles of Responsible Investment as a key RI enabler. This is despite the 

fact that the UN Principles of Responsible Investment are regarded as a de facto standard for 

RI. Institutional investors should be encouraged to become signatories to the UNPRI in order 

to attain global standards required to successfully compete in the global financial marketplace. 

For future researchers in RI in Zimbabwe, it is worth paying attention to this section of the 

study especially when read in conjunction with the limitations to the study. The researcher 

suggest that the phenomenological aspect of RI research be pursued in great depth, given its 

potential to unearth important insights. This study adopted a Descriptive crossectional study 

giving a picture of RI at a given point in time. A longitudinal study has the potential to provide 

information on development of RI over time, similar to a study carried out by Viviers(2007) in 
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South Africa. A study of the motivations behind consideration and reporting on ESG issues 

could better be studied from the investee companies perspective as opposed to inferring from 

what Institutional Investors say, an approach followed in this study as well as other  researchers 

like (Ahee, 2013).
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Appendices
Table 3: The influence of motivating factors on the decision to engage in RI

 
Table 4: Constraints on ESG Integration in investment decision making

Source: IBM SPSS Statistics version 21 output

 
Table 5: Motivations to consider and report on ESG issues

%

Yes No Those motivated

16 25 39.0%

21 20 51.2%

24 17 58.5%

20 21 48.8%

17 24 41.5%

22 19 53.7%

18 23 43.9%

13 28 31.7%

Motivators to include ESG issues
Cases 

%

Yes No Those motivated

11 30 26.8%

11 30 26.8%

14 27 34.1%

18 23 43.9%

6 35 14.6%

10 31 24.4%

13 28 31.7%

Factors that negatively impact on 
integrating ESG issues in investment 
decision making

Cases 

Investee companies motivations to 
consider and report on ESG

Motivated Not motivated
% at least motivated 

to a large extend

Reputation 36 5 88%
Compliance 23 18 56%
Risk management 20 21 49%
Capital 28 13 68%
Reporting requirements 10 31 24%
Growth 18 23 44%
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Table 6: RI Strategies implemented by Institutional Investors

 
 
Testing the importance of motivational factors in deciding to engage in RI

Table 7: Non-Parametric Correlation Analysis- Motivations to engage in RI

Source: IBM SPSS Statistics version 21 output

Testing the significance of the effects of the given factors on decision not to engage in RI

Table 8: Non-Parametric Correlations-Constraints on ESG Integration

Source: IBM SPSS Statistics version 21 output

%

RI strategy Yes No Yes

23 18 56%
11 30 27%
16 25 39%
14 27 34%
7 34 17%
6 35 15%

Cases

Influence of 
regulation and 

legislation
Influence of financial 

return

Influence 
of client 
demand

UN
principles of 
responsible 
investment

Influence of 
citizenship

Influence of 
corporate 
scandals

Influence of 
fiduciary 
obligation

Influence of 
investor 

association
s

Does the firm 
engage in 

responsible 
investment?

Correlation 
Coefficient

-.501** -.680** -.728** -.700** -.666** -.749** -.734** -.718** 1.000

Sig. (2-
tailed)

.001 .000 .000 .000 .000 .000 .000 .000

N 41 41 41 41 41 41 41 41 41

Does the firm 
engage in 
responsible 
investment?

**. Correlation is significant at the 0.01 level (2-tailed).

Kendall's 
tau - b

Does the firm 
engage in 

responsible 
investment?

Lack of 
understandi

ng

Not aware of 
responsible 
investment

No enabling 
regulation or 
legislation in 

place

No return Lack of skills
No 

measurements 
for ESG factors

Administrative 
costs of 

screening

Correlation 
Coefficient 1.000 .644** .699** .470** .412** .224 .170 .186

Sig. (2-tailed)

.000 .000 .001 .004 .136 .246 .201

N
41 41 41 41 41 41 41 41

**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Non - parametric Correlations

Kendall's 
tau_b

Does the firm 
engage in 
responsible 
investment?
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Evaluating the importance of governance factors in the ESG integration process

Table 1: Correlation Matrix-Evaluating the importance of governance factors

Source: IBM SPSS Statistics version 21 output

 
Evaluating the rankings of ESG components 

Table 10: Ranking of ESG Components

Source: IBM SPSS Statistics version 21 output

Does the firm 
engage in 

responsible 
investment?

Importance 
of 

accounting 
quality

Importanc
e of audit 

quality

Importance 
of board 
skills and 
structure

Importance 
of having 

independent 
Directors

Importance of 
separation of 

Chair and CEO

Importance of 
Executive 

Compensation 
Schemes

Bribery and 
corruption 
considerati

ons
Correlation 
Coefficient 1.000 -.803** -.773** -.828** -.808** -.706** -.717** -.872**

Sig. (2-tailed)
.000 .000 .000 .000 .000 .000 .000

N
41 41 41 41 41 41 41 41

**. Correlation is significant at the 0.01 level (2-tailed).

Correlations

Kendall's 
tau_b

Does the firm 
engage in 
responsible 
investment?
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Evaluating the importance of environmental factors in the ESG integration process 

Table 11: Correlation Matrix Evaluating the importance of environmental factors

Source: IBM SPSS Statistics version 21 output

Evaluating the importance of social factors in the ESG integration process 

Table 12: Correlation Matrix -Evaluating the importance of Social Factors

Source: IBM SPSS Statistics version 21 output.  


