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Abstract: Sustainable development requires a shift from traditionally invested assets to socially re-
sponsible investing (SRI), bringing together financial profits and social welfare. Private high-net-
worth individuals (HNWISs) are critical for this shift as they control nearly half of global wealth.
While we know little about HNWIs” investment behavior, reference group theory suggests that their
SRI engagement is influenced by their identification with and comparison to reference groups. We
thus ask: how do reference groups influence the investment behavior of SRI-oriented HNWIs? To
answer this question, we analyzed a unique qualitative data set of 55 semi-structured interviews
with SRI-oriented HNWIs and industry experts. Our qualitative research found that, on the one
hand, the family serves as a normative reference group that upholds the economic profit motive and
directly shapes HNWIs to make financial gains from their investments at the expense of social wel-
fare. On the other hand, fellow SRI-oriented HNWIs serve as a comparative reference group that
does not impose any concrete requirements on social welfare performance, indirectly influencing
SRI-oriented HNWIs to subordinate social concerns to financial profits. Our scholarly insights con-
tribute to the SRI literature, reference group theory, and practice.

Keywords: high-net-worth individuals (HNWIs); qualitative research; reference group theory;
socially responsible investing (SRI)

1. Introduction

A shift from traditionally invested assets to socially responsible investing (SRI),
broadly defined as the integration of environmental, social, and governance (ESG) con-
siderations into investment practices, is a crucial driver of sustainable development [1].
Millionaires and billionaires, i.e., private high-net-worth individuals (HNWIs), hold a vi-
tal role in this shift. The United Nations calculated that investments of USD2.5 trillion per
year are missing to finance sustainable development [2]. Thereby, the wealthy top 1% of
the world’s population controls about USD 191.6 trillion as of 2020, nearly half of global
wealth [3]. It is crucial to understand the investment behaviors of HNWIs to mobilize this
substantial source of capital for sustainable development.

To understand whether private investors engage in SRI, the literature tends to put a
higher emphasis on proving the financial profitability of SRI (see [4-6]) than, for example,
its positive impact on social welfare [7,8]. However, since SRI brings together financial
profits and social welfare, sustainable investing goes well beyond the question of whether
or not SRI is more profitable than traditional investing [6,9-13]. Still, many investors are
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attracted to SRI due to social welfare reasons (e.g., [14-16]). Consequently, the profitability
debate around SRI only partially solves the issue of knowing little about sustainable in-
vestors [16,17] and SRI-oriented HNWIs [18,19]. To gain deeper insight into the invest-
ment behaviors of SRI-oriented HNWIs, we need to understand their individual dealings
with both social welfare issues and financial gains in their SRI investments.

A reference group theory perspective suggests that the individual investment behav-
ior of SRI-oriented HNWIs is fundamentally influenced by the groups for which the
wealthy private investor has a membership. The reference group theory operates on the
principle that individuals always orient themselves to others, as their attitudes, values,
and self-appraisals are shaped by their identification with and comparison to reference
groups [20]. To establish or maintain individual identification with the reference group,
individuals behave, believe, and perceive as the group does [21]. There are two types of
reference groups [22-24]. Normative reference groups establish and enforce specific
standards which can be considered as norms. Comparative reference groups serve indi-
viduals as a point of reference in making evaluations or comparisons without the evalua-
tion of the individual by others in the reference group [23].

Hence, from a reference group theory perspective, SRI-oriented HNWIs’ identifica-
tion with and comparison to a respective reference group significantly influences whether,
how, and to what extent they bring together financial profits and social welfare in their
investments. Thus, while the influence of normative and comparative reference groups is
central to our understanding of the investment behavior of SRI-oriented HNWIs, previous
research has not yet addressed this issue. Consequently, our knowledge of HNWIs com-
mitted to SRI remains underdeveloped. The main objective of our study is to develop this
knowledge, and we thus ask: how do reference groups influence the investment behavior
of SRI-oriented HNWIs?

To answer this question, we adopt a qualitative research strategy. Such a strategy is
advantageous for developing our knowledge of the investment behavior of SRI-oriented
HNWISs because qualitative research supports the generation of novel insights “at a level
of detail and nuance that can be difficult or impossible to achieve using only quantitative
methods” [25] (p. 637). We conducted semi-structured interviews with 42 SRI-oriented
HNWIs and 13 experts who consult with them and closely monitor the SRI market. Based
on our analysis of this unique empirical data, we develop a framework to explain how
different reference groups influence the investment behavior of SRI-oriented HNWIs. Our
framework indicates that, on the one hand, the family serves as a normative reference
group that holds up economic profit striving and directly influences HNWIs towards gen-
erating financial profits in their investments at the expense of social welfare considera-
tions. On the other hand, fellow SRI-oriented HNWIs serve as a comparative reference
group that places little emphasis on accountability for social issues and indirectly influ-
ences SRI-oriented HNWIs to subordinate social welfare issues to financial gain.

Our research makes two contributions to the literature. First, we add to SRI research
by providing insights into the hitherto little-researched SRI engagement of wealthy pri-
vate investors (e.g., [16]). Our framework explains that SRI-oriented HNWISs prioritize fi-
nancial gains at the expense of social welfare because they are encouraged by reference
groups to use their wealth to achieve economic profits, even though they already have
immense wealth. Second, we contribute to reference group theory, which suggests differ-
ent reference groups based on differentiating between a normative and a comparative
function of a reference group (e.g., [23]). We show that normative and comparative refer-
ence groups can coexist but that the normative reference group suppresses the compara-
tive reference group in conflict. This finding implies different spheres of influence of nor-
mative and comparative reference groups.

We proceed by presenting existing SRI research on HNWIs and, on this basis, prob-
lematizing the lack of knowledge on the influence of reference groups on the investment
behavior of SRI-oriented HNWIs. We then outline our research context and method and
present the results of our study. On this basis, we develop a framework of how reference
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groups influence the investment behavior of SRI-oriented HNWIs. We finish by discuss-
ing the implications for the literature, some practical implications, the limitations of our
study, avenues for further research, and a conclusion.

2. Theoretical Background
2.1. Socially Responsible Investing (SRI) and High-Net-Worth Individuals (HNWIs)

Socially responsible investing (SRI) integrates environmental, social, and governance
(ESG) issues into investment practice and closely links to sustainable development [26,27].
The peculiarity of SRI, especially compared to traditional investing, is that it combines
two different and potentially conflicting logics: while the market logic has the primary
characteristic of the pursuit of financial profit, the social welfare logic is grounded on com-
munitarianism, altruism, the fulfillment of social needs, and the solving of social misery
(see [6]). Regarding the segment of private SRI-oriented investors, some studies address
their characteristics, motivations, and barriers and provide comparisons with non-SRI in-
vestors (e.g., [28-32]). Among private investors, those with discretionary investable assets
of more than USD 1 million, defined as high-net-worth individuals (HNWIs), are of par-
ticular interest [33]. While as of 2020, HNWIs represent 1.1% of the world’s population,
they hold 46% of global household wealth [3] and can thus contribute significantly to the
growth of SRI. HNWIs tend to be interested in incorporating SRI aspects, such as climate
change, into their investment decisions, as they “are typically long-term investors whose
aim is to preserve capital for the next generations to come” [33] (p. 7). Moreover, HNWIs
are in the position where they can invest along with their personal interest because they
“have access to investments that are normally closed to smaller retail investors, and the
freedom to move funds quickly without having to perform the extensive due diligence
required by institutional investors” [33] (p. 7).

To understand whether private investors engage in SRI, the academic literature puts
a higher emphasis on the ability to prove the financial profitability of SRI (see [4-6]) than,
for example, its positive impact on social welfare [7,8]. However, since SRI brings together
financial profits and social welfare [6], sustainable investing goes well beyond the ques-
tion of whether or not SRI is more profitable than conventional investing, as, evidently,
“there are more nuanced issues at stake than just profits” [9] (p. 360) (see also [10-12]).
Similarly, Revelli [34] (p. 711) critically notes that in the course of the efforts around the
mainstreaming of SRI, “the original goal of ‘making good’” has transformed “into a quest
for profitability”.

Addressing profitability can only help us understand to a limited extent whether in-
vestors are committed to SRI, as many investors are attracted to SRI due to altruistic mo-
tives [15,16]. For example, a study by Barreda-Tarrazona, Matallin-Saez, and Balaguer-
Franch [14] shows that although diversification and return are essential drivers of SRI
investment, private investors, who embrace SRI, tend to invest in SRI funds even when
the return differential is negative. In their review of the SRI literature, Renneboog, Ter
Horst, and Zhang [35] conclude that prior research suggests that SRI investors are willing
to accept suboptimal financial profits to contribute to social welfare. The latter research
supports the rising voices of scholars questioning the “business case” justification and
associated profit maximization arguments for socially responsible business practices (e.g.,
[36,37]) and SRI (e.g., [6,34]). Juravle and Lewis [38] confirm this by showing that investors
often do not engage in SRI because of cognitive patterns and normative belief systems.
They note that even experienced investors are susceptible, for example, to herd behavior
or fads and are guided in their investment behavior by the belief of the incompatibility of
financial profit and social welfare.

Consequently, the profitability debate around SRI can only partially solve the cir-
cumstance of still knowing little about sustainable investors [16,17] and SRI-oriented
HNWISs [18,19]. In contrast, a deeper insight into the investment behavior of SRI-oriented
wealthy private investors requires that we go beyond this very debate and understand



Sustainability 2021, 13, 12931

4 of 26

how HNWIs deal with social welfare issues and financial profits in their SRI investments.
The point here is to consider that the individual investment behavior of SRI-oriented
HNWIs is always shaped by the group in which the wealthy private investor has a mem-
bership. Therefore, we introduce the reference group theory, which points out that indi-
viduals orient themselves to others, so-called reference groups, and thus individual think-
ing and acting are fundamentally shaped by others.

2.2. Reference Group Theory Perspective on the Investment Behavior of SRI-Oriented HNWIs

Generally, a reference group has been defined “as a group, collectivity, or person
taken into account by an actor and used in such a manner that he identifies himself and
uses the group, collectivity, or person as a basis for self-evaluation and as a source of his
personal values and goals” [39] (p. 68). As this definition suggests, reference group theory
builds on the assumption that human beings desire the feeling of oneness with groups
[21]. Such non-formalized memberships give people the confidence that the appropriate
strategies to manage one’s life are befitting and valid [20]. To obtain this group identity,
one needs to behave, believe, and perceive as the group does [20,21,40,41] and socialize
oneself to what one perceives to be the group’s norms [42]. Consequently, an individual’s
attitudes, values, and self-appraisals are influenced by the identification with and com-
parison to reference groups [20]. This includes articulating and reasoning things im-
portant to oneself so that others will accept these explanations of what constitutes im-
portant [20]. Hence, the reference group influences the behavior of individuals due to an-
ticipation of the responses of the group [43].

Reference group theory distinguishes between normative and comparative reference
groups [22-24]. Normative reference groups are groups where individuals are motivated
to establish or maintain acceptance. To reach that goal, individuals keep their attitudes in
conformity with what they perceive to be the consensus of opinions (norms) among their
reference group [20,23]. Here, the group establishes and enforces specific standards which
can be considered as norms. Consequently, the normative function of a reference group is
that it provides individuals with a basis for forming goals and values and expects them to
comply with the goals and values of their reference groups [39]. Values are normative
beliefs that guide human actions, as they specify “the things that are worth having, doing,
and being”[44] (p. 356; see also [45]). Values are particularly central in normative contexts
when, as in the case of SR], it is a matter of conceptualizing the respective possibilities and
limits in reconciling economic and social aspects [46].

On the other hand, comparative reference groups serve individuals as a point of ref-
erence in making evaluations or comparisons [23]. In a comparative reference group, the
evaluations of the individual by others in the reference group are irrelevant. The group
serves as a standard or checkpoint that the individual uses to make judgments [23]. The
comparative function of a reference group thereby provides a frame of reference that an
individual uses for self-evaluation, thus resulting in either a satisfactory or unsatisfactory
view of oneself [39]. From a reference theory perspective, SRI-oriented HNWIs seek non-
formalized membership in groups to gain the confidence that their investments are befit-
ting and valid. In doing so, SRI-oriented HNWIs align their attitudes and behaviors to-
ward investment with what they think the respective reference group expects of them. For
example, in the case of other wealthy private investors, we would assume that HNWIs
make economic success observable through their investment activities and behavior to
maintain “social prestige” or “social status” within the group [47—49]. Financial profit
would signal that the individual HNWI is adapting to what she or he thinks is necessary
for membership in the reference group (in this case, other HNWIs).

Also, HNWIs regularly discuss their investment decisions with family members [18],
suggesting that this group may serve as a basis for HNWIs’ self-assessment and personal
values and goals. At the same time, SRI-oriented HNWIs are, of course, also influenced
by other like-minded HNWIs. In this reference group, one would assume that members
hold up and demand not only financial profit but at least equal claims regarding social
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welfare and expect that group members meet these standards. Hence, by contributing to
social welfare through investments, an individual HNWI portrays that she or he behaves,
believes, and perceives as the group of other SRI-oriented HNWIs does.

Unfortunately, there is no research on how reference groups influence HNWIs” SRI
engagement, even though the literature suggests that they would fundamentally influ-
ence how SRI-oriented HNWIs deal with social welfare issues and financial gains in their
investments. Hence, our knowledge of the investment behavior of HNWIs committed to
SRI remains limited, and our research correspondingly asks the following question: how
do reference groups influence the investment behavior of SRI-oriented HNWIs?

3. Methods

We apply a qualitative inductive research design to gain detailed insights into how
reference groups influence the investment behavior of SRI-oriented HNWIs. Because of
the nascent nature of theory in the context of SRI-oriented HNWIs (see, e.g., [18]), it is
necessary to take a qualitative approach that ensures a “methodological fit” with our re-
search endeavor [50]. For example, Bettis et al. [25] (p. 637) have indicated qualitative ap-
proaches as essential tools to generate new insights that document phenomena “at a level
of detail and nuance that can be difficult or impossible to achieve using only quantitative
methods” (see also, [51]).

3.1. Sampling Strategqy and Data Collection

We use a purposeful sampling strategy aimed at gathering information-rich data
sources “from which one can learn a great deal about issues of central importance to the
purpose of the inquiry” and that provide “insights and in-depth understanding rather
than empirical generalizations” [52] (p. 230). In contrast to approaches such as random
sampling, purposeful sampling implies that the selection of data sources runs parallel to
the data collection [53]. Simultaneously selecting and collecting the data increases the pos-
sibility of generating novel concepts and identifying theoretical relationships with infor-
mation that either substantiates them or provides divergent examples [54].

We collected our data in the form of 55 semi-structured interviews with HNWIs and
industry experts between 2015 and 2019 with the help of wealth owner networks in Eu-
rope and the United States. These interviews lasted, on average, 30 min, were recorded,
and were fully transcribed. We interviewed 42 SRI-oriented HNWIs with different cul-
tural backgrounds and sources of wealth creation (see Table 1). In the course of these in-
terviews, we asked them about the role of wealth in society, their thoughts around con-
sidering ESG criteria in their investments, and their assessment of the importance of SRI
for sustainable development. Our questions also addressed their understanding of SRI,
the barriers they face, the values and beliefs they hold, and their expectations. Expecta-
tions included broader ideas such as overall visions and hopes for the SRI market and
particular aspects such as financial return and social welfare contribution regarding their
own SRI engagement.

Table 1. Overview of informants and some background information.

No. Code Type of Age Male Nationality Cou.ntry of Profession Wealth  Highest
Informant Residence Range Degree
Wealth .

1 HNWI1 26-35 Male Brazil USA Manager >USD 1Bn Master
Owner

2 anwiz Vet o 55 Male Us USA Private - 6h 1 Bn Master
Owner investor

3 HNwIz Velth o6 a5 Femate VR/TEPANES na. usbi1oo
Owner e M-1 Bn

4 HNwia Ve o0 35 Male Canadian  USA Private  USD20M-

Owner investor 100 M
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20

21
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23

24

25

26

27

28

29

30

31

32

HNWI5

HNWI 6

HNWI 7

HNWI 8

HNWI9

HNWI
10
HNWI
11
HNWI
12
HNWI
13
HNWI
14
HNWI
15
HNWI
16
HNWI
17
HNWI
18
HNWI
19
HNWI
20
HNWI
21
HNWI
22
HNWI
23
HNWI
24
HNWI
25
HNWI
26
HNWI
27
HNWI
28
HNWI
29
HNWI
30
HNWI
31
HNWI
32

Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner
Wealth
Owner

26-35 Male

26-35 Male

26-35 Male

26-35 Female

26-35 Female

26-35 Male

26-35 Male

26-35 Female Netherlands

26-35 Female

26-35 Male

26-35 Female

n.a. Male
60+ Female
n.a. Male

Nonbin
n.a

ary

Nonbin
n.a.

ary
60+ Male
n.a. Male
60+ Female

n.a. Female

26-35 Female Netherlands

26-35 Male

26-35 Male

26-35 Female

26-35 Male

36-45 Male

26-35 Male

26-35 Male

Italian
us
UK

Dutch

Swiss

Belgian

Swiss

Sri Lanka

German/Au

trian

us

us

us

German

Italian

German

German/Gr
eek

us

UK

USA

UK

UK

Switzerlan

d

Switzerlan

d

Switzerlan

d
UK

USA
Germany
USA
Australia

USA

UK
USA
USA

Germany

UK

Germany

Germany

USA

Private
investor
Private
investor

n.a.

Student

Investor

Finance
professional

Manager

n.a.

Finance
professional
Finance
professional

n.a.

Private
investor

Private
investor

n.a.

Private
investor

n.a.

Private
investor
Private
investor
Private
investor
Private
investor
Private
investor
Finance
professional
Private
investor
Private
investor

USD 20 M-
100 M
USD 20 M-
100 M
USD 20 M-
100 M
USD 100
M-1Bn

>USD 1 Bn

n.a.

USD 100
M-1Bn

n.a.

>USD 1 Bn

USD 100
M-1Bn

USD 100
M-1Bn

n.a.

>USD 1 Bn

USD 20 M-
100 M

Master

Master

Master

Master

Master

Master

Master

Master

Master

Master

Master

Master

>USD 1 Bn Bachelor

>USD 1 Bn

Master
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33 HNWI - Wealth 45-60 Female n.a. n.a n.a. n.a n.a
33 Owner
HNWI Wealth Privat
34 N ca 45-60 Male Norwegian Norway . rvate n.a n.a
34 Owner investor
HNWI Wealth Private
35 n.a. Female n.a n.a . n.a n.a
35 Owner investor
g6 TINWL Wealth o pemale  Ttaly USA n.a >USD1Bn Master
36 Owner
HNWI  Wealth
37 n.a. Female n.a n.a n.a n.a n.a
37 Owner
gg HNWL Wealth - o pemale  Dutch UK na na.  Master
38 Owner
HNWI Wealth Pri
39 N ealt 45-60 Male  Italian Italy . rivate >USD1Bn na.
39 Owner investor
HNWI Wealth . Finance @ USD 20 M-
40 40 Owner 26-35 Male Syrian Lebanon professional 100 M n.a
gy HNWE Wealth 0 o0 ale Usa USA Private e 1Bn  na
41 Owner investor
HNWI  Wealth . . Private USD 100
42 4 Owner 26-35 Female Mexico Mexico investor M-1 Bn
43 Expert1 Manager n.a Male USA USA Fmar.me n.a. n.a.
professional
44 Expert2 Advisor 45-60 Female UK UK Advisor n.a. Master
45 Expert3 Manager 36-45 Male German Switzerlan Flnar}ce n.a. Master
d professional
46 Expert4 Manager 36—45 Female Chinese China Fmar}ce UsSD100 Master
professional M-1 Bn
47 Expert5 Manager 26-35 Male n.a USA Manager n.a. n.a.
48 Expert 6 Researche 3645 Male German Sw1tzerlan Researcher n.a. PhD
49 Expert7 Manager 36-45 Male  USA usa  foundation enip o na
manager
50 Expert8 Manager n.a n.a n.a USA Foundation >USD1Bn n.a.
manager
I
51 Expert9 Advisor 45-60 Male us USA nvest.ment n.a n.a
advisor
E Fi
52 xpert Manager 36-45 Male German Germany Manee  SUSD1Bn  na.
10 professional
53 Expert Manager 45-60 Male n.a. USA FmarTce n.a n.a
11 professional
54 Expert Manager 45-60 Female us USA Invest'rnent n.a. Bachelor
12 advisor
E t R h
55 xpert Researche 26-35 Female German Germany Researcher n.a. Master

13

tors.

We adopted a range of measures to enhance the reliability of our interview data. We
posed “courtroom questions” [55] (p. 41) by asking SRI-oriented HNWIs the same ques-
tions to reduce self-reported biases. This technique helps to avoid speculation and en-
hances the reliability of the informants’ responses. As is standard in qualitative research
(e.g., [56]), we granted anonymity to all informants to elicit candid responses [55]. Fur-
thermore, we interviewed 13 experts who regularly consult with SRI-oriented HNWIs and
closely monitor the SRI market, including advisors, managers, and researchers. This data
was relevant for triangulating the interview data gained from the wealthy private inves-

Table 1 provides an overview of all our informants. The table typifies the informants
into wealth owners and industry experts, with the latter further subdivided into advisors,
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managers, and researchers. In addition, the table includes information on each inter-
viewee’s age, gender, nationality, country of residence, profession, approximate wealth,
and highest academic degree.

3.2. Data Analysis

We used grounded theorizing and, more specifically, the “Gioia methodology” [57]
to analyze our interview data. The Gioia methodology helps analyze interview data in the
context of individuals concerned with social and environmental issues in a business con-
text (see, e.g., [58]). This methodology is tailored to qualitative inductive inquiry and com-
prises three levels of abstraction [57].

The first-order analysis is about processing the raw interview data to identify a pri-
mary set of codes. We classified those codes into different groups of descriptions that our
informants provided. This initial assessment provided insights into what SRI-oriented
HNWISs consider the prevalent problems that modern societies face and the potential ways
to solve them, from political actions to philanthropy and sustainable investing. We have
learned what role private wealth plays in this discussion, what opportunities wealthy per-
sons have for adding to social welfare, and what responsibility they ascribe to themselves
in this context. Moreover, we obtained preliminary knowledge of what role fellow HNWIs
and their family members play in their SRI engagement. The result of this initial stage of
analysis were several first-order category codes.

We then engaged in a second-order analysis. We analyzed additional data and stud-
ied the literature to incrementally move from the first-order insights toward more theo-
retical second-order themes. We continuously iterated back and forth between data and
literature and gradually developed theory [59]. At this stage, we particularly noticed that
SRI-oriented HNWIs see wealth as a cause and solution for societal problems and feel
personally responsible to society. Furthermore, we learned how the latter use SRI to make
financial profits, what their families expect from them, and how SRI-oriented HNWIs try
to meet these exact expectations. Moreover, we realized the importance of their peers with
whom they share the same values, goals, and visions. The importance of like-minded
wealthy private investors and families prompted us to review the literature on reference
theory in-depth, stimulating a related oscillation between theory and empirical data. The
result of this analysis was a set of second-order themes.

We processed additional data to identify the interaction between key constructs on
the highest level of analysis leading to aggregate dimensions. More specifically, we cate-
gorized raw data, linked first-order categories to second-order themes, and aggregated
them into third-order dimensions. The result was five aggregate dimensions: first, using
one’s own fortune to promote social welfare; second, using one’s own fortune to generate
financial profits; third, one’s family sets profit-oriented norms; fourth, proving one’s
profit to conform with family norms; and fifth, other SRI-oriented HNWIs provide confir-
mation.

Throughout the data analysis, we ensured intercoder reliability. To this aim, we used
the data analysis software NVivo. This software helps organize large amounts of qualita-
tive data and provides the basis for performing data analysis in a team. The authors held
regular meetings to cross-check the coding and ensure the development of the same un-
derstanding of the emerging categories, moving from open coding over more theoretical
categories to aggregate dimensions. Figure 1 shows our data structure and, thereby, pro-
vides an overview of the three levels of abstraction in line with the Gioia methodology. In
this vein, the figure depicts our inductive reasoning process from empirical raw data in
the form of first-order categories over second-order themes to more abstract theoretical
categories in the form of aggregate dimensions.
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Frst-order categories Second-order themes Aggregatedimensions
1. Wealth concentration is a secietal problem | Wealth as a cause and solution for
2. Wealth as an important tool for social welfare promotion | societal problems Using own forfune
o promote social
welfare

[~

1. Guilty of being rich Perception of personal responsibility
‘Wealth obliges to make a positive social contribution > towards society

SRIneeds to pay off . . . .
N —>| Financizl refurn is essential
SRI as atool to make some profit ‘

Usmg own fortune
to generate financial

Profit serves as a primary motive ‘ S Profitability to enable the adoption profits

Fo o=

b =

Profitability asa compelling argument of SRI

Famly upholds value of wealth

1. Family upholds the value of wealth preservation > C. . 5

2. Family members are sceptical towards SRI preservaton ands:;iepnclsm agamst Family sets profit
. oriented norms

1. Family offices without any social welfare mandate > SRIdoes not fall within the purpose

2. Family members traditionally consider philanthropy as sufficient of the family

b o

Profitability as the vital reference point for family members 5
Proving profit to

conform with family
norms

Financial gains prove to the family a serious investment strategy ‘ S| Profit to legifimize SRIto the family >

Financial gams increase credibility > Mazking profits to achieve
Social benefit is secondary to profit recognition

b o
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Figure 1. Data structure.

In the following findings section, and according to conventions in qualitative re-
search (e.g., [60]), we offer power quotes throughout the text and, per subsection, provide
additional interview data supporting our empirical analysis in Tables 2-11.

4. Findings

We structure the empirical results as follows: first, we outline how HNWIs use their
own fortunes to promote social welfare. Second, we show that they use their fortunes to
generate financial profits. Third, we depict how the family sets profit-oriented norms.
Fourth, we demonstrate that SRI-oriented HNWIs engage in proving profit to conform
with family norms. Finally, we present how other SRI-oriented HNWIs provide confirma-
tion.

4.1. Using Own Fortune to Promote Social Welfare

When asked about their motives for SRI, HNWIs often pointed out that they strive to
use their fortune to promote social welfare. In the following, we will discuss two aspects
of our data supporting this insight.

Wealth as a cause and solution for societal problems. Wealth has an essential role in
society in that it functions equally as a cause of and solution to societal problems such as
inequality. Firstly, many HNWIs describe wealth as the cause by pointing out that wealth
concentration is a societal problem. One informant (HNWI 12), for example, problematizes
wealth concentration by arguing that “wealth distribution is definitely something that I
adhere to” in my investment decisions because “I just feel like opportunities are a little bit
skewed at this point.” Further, the wealth owner problematizes wealth concentration by
contrasting it with an equal society that is much more beneficial for all involved, as it
ensures equal opportunities, i.e., “a much more balanced society is extremely beneficial
for all.”

Secondly, HNWIs emphasize that ample financial resources may serve to tackle so-
cial problems. One wealth owner (HNWI 16) illustrates wealth as an important tool for social
welfare promotion by the example of an investment strategy aimed at combating climate
change and all its resulting societal consequences. According to this informant, investing
wealth through this strategy serves “to bend emissions and create opportunities to gener-
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ate land that we are able to move back towards a healthy planet.” In this regard, the strat-
egy goes far beyond combating climate change by securing that “people are going to be
less hungry, be better fed, have better sanitation, and all those things that potentially come
with making better use of the resources we have”.

In sum, our empirical analysis of the interview data shows that HNWIs see wealth
as both a cause of and an opportunity to solve societal problems. On the one hand, HNWIs
localize the concentration of wealth as the cause of the unfair distribution of opportunities
in society; on the other hand, they describe wealth as the central means of solving current
social problems, such as the unfair distribution of resources. In Table 2, we provide further
evidence of wealth as a cause and solution for societal problems.

Table 2. Wealth as a cause and solution for societal problems.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 1: I think the cause back then [that] was
already very deep in me was social inequality.
Now we know the data, like the 85 richest people
in the world, they constitute more wealth than the
bottom 3.5 billion people. (...) This bothers me
very much.
HNWI 4: I think that yes, definitely income and
equality is a major issue. I think that these are just
the natural laws of compounding, that people

Wealth concentration is a
societal problem.

who make money in the past have a far easier Wealth as a cause
time of making money in the future (...). and solution for
HNWI 19: And we want to join with other people societal problems.

(i-e., other HNWIs) who have a vision that is
similar to ours, a world citizenry with a much
more economic distribution of resources when

Wealth as an important tool
individuals are treated with dignity. P

for social welfare

HNWI33: I 1 i i
NWTI 33: In my personal capacity as an impact promotion.

investor, a member of (wealth owner network), a
member of the (wealth owner) Club, and my
entire portfolio of investments is in projects and
investments that help address that inequality.

Perception of personal responsibility towards society. The interviewed HNWIs deal
in detail with the connection between wealth and the potential responsibility that comes
with it and how this very connection affects them personally. Firstly, HNWIs often men-
tioned the issue of being guilty of being rich. For example, after being asked by the inter-
viewer about the fairness debate around inherited wealth and first-generation wealth and
how the respective generation and the family as a whole deal with this debate, one in-
formant (HNWI 2) responded that “we know [about the fairness debate around inherited
wealth], and it's something that my mom, I think, makes a big effort of reminding us
about.” Furthermore, the informant explicitly points out the feelings of guilt that come
along with being wealthy: “but yes, I do think there’s a big element of unfairness there.”

Secondly, our data on HNWIs suggest that wealth obliges one to make a positive
social contribution. The interviewees clearly express a personal desire to do something
about the inequality in today’s world and the lack of social mobility. This includes
straightforward measures such as the intention to redistribute financial resources but also
to use one’s own capital to promote projects that increase social mobility. One wealth
owner (HNWI 25) clarifies this further by pointing out that “there’s this fundamental dis-
comfort with the inequality that exists in the world” and that driving the investment of
wealth “at the portfolio level but also the deal level is this sense of how can we create more
equality in the world”.
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To summarize, the interviewed HNWIs see themselves, primarily because of their
wealth, as bearing a personal responsibility to society. This sense of personal responsibil-
ity is based both on feelings of guilt, which originate from their own wealth, and on the
conviction that wealth obliges one to solve social problems such as the increasing inequal-
ity between the rich and the poor. In Table 3, we provide further evidence of the percep-
tion of personal responsibility towards society.

Table 3. Perception of personal responsibility.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 32: Honestly, guilt does kind of play into
a factor, but I honestly wonder if guilt and
empathy are a combined emotion in some ways
to say that, “I have so much and I feel

compelled to do something about it”. Guilty of being rich.
HNWTI 5: So, to me, I think it’s what you said
yesterday about the fact that you inherit the Perception of
wealth and you have this feeling of like I don’t personal
deserve it I think that is very applicable for sure. responsibility.

HNWI 32: But then also to just feel the weight of
the world and know that you have a means to
do something about it. Wealth obliges one to make
HNWI 4: I would say that there is quite a lot of  a positive contribution.
sympathy in the family for environmental
causes.

4.2. Using Own Fortune to Generate Financial Profits

The interviewed SRI-oriented HNWIs expressed that they aim to use their own for-
tune for generating financial profits, as evidenced by the profit orientation of their sus-
tainable investment activities. We found two aspects supporting this insight that we will
detail in the following.

Financial return is essential. HNWIs generally regard SRI as a financial instrument
that not only has a positive social impact but also generates an economic return. Firstly,
this circumstance is shown by the aspect that SRI needs to pay off. One wealth owner
(HNWI 34) illustrates the importance of making money with SRI by the example of impact
investing, which can be understood as a synonym of SRI. This informant notes that people
“confuse it [impact investing] with philanthropy” while instead “impact investing is
about making a positive impact and make a lot of money”.

Secondly, HNWIs often consider their sustainable investing activities as a way of
making a financial profit. Hence, wealthy sustainable investors see SRI as a tool to make
some profit. For example, the following informant (HNWI 1) clarifies the importance of
earning money as follows: “The argument is that we don’t want to lose money [with SRI].
We don’t want this to be an expense. We want to earn money, make investments that are
profitable”.

In conclusion, our analysis indicates that the interviewed HNWIs conceive SRI as an
investment vehicle to contribute to society and generate financial profits. In each case,
financial gain is emphasized, for example, when HNWIs point out that SRI should help
“make a lot of money” and serve as a tool to generate a financial surplus. In Table 4, we
provide further evidence that financial return is essential.
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Table 4. Financial return is essential.

Interview Sample 1st Order Concepts  2nd Order Themes
HNWTI 11: Interviewer: How important would be
financial return in impact investments?

Interviewee: If it’s an investment, it’s an
investment; we want returns.

HNWI 8: Interviewer: What is the financial return
that you personally expect from impact investing
compared to traditional investing? Interviewee:
The exact same.

HNWI 11: Interviewer: But they also engage if it

would only be ethical reason? Interviewee: No, Financial return is
definitely not as much. Because I guess when you essential.
move bigger lump sums proportionately to what
you have, you want to have a financial return on

SRI needs to pay off.

it. SRI as a tool to make some
HNWI 15: I would like to invest in things and help profit.
others understand the notion of (...) choosing
[investments] wisely that do good so you can do
good and do well, that’s part of impact, but for me,
it also means really doing well profitably and then
proving that concept.

Profitability to enable the adoption of SRI. Profitability has often been expressed
under the umbrella of building the field of sustainable investing. Many wealthy private
investors mention the need to prove the established idea that SRI should be as equally
profitable as traditional investments. This is, firstly, because HNWIs suggest that profit
serves as a primary motive. One wealth owner (HNWI 31) points out that “the thesis of im-
pact investing is that you can achieve the same returns.” Moreover, the informant states
that the confirmation of this thesis is critical for whether investors go into impact investing
at all: “at the performance of portfolios, there’s very little evidence. (...) If you say that to
people, they’ll be like, ‘hell no, I'm not putting that money into impact’”.

Secondly, the interviewed SRI-oriented HNWIs consider profitability as a compelling
argument to encourage the adoption of sustainable investment practices by third parties.
One interviewed HNWI (HNWI 32) explains this by the case of convincing the board of
their own family office to adopt SRI: “I had to look at it from the perspective of where can
I get some wins, where can I get the leverage going. And it’s honestly just about proving
that we can make market returns or better”.

In sum, the analysis of the interview data suggests that HNWIs consider the financial
profitability of SRI relevant for establishing the field of sustainable investing and for pro-
moting its adoption among wealthy private investors in particular. This insight is
grounded on the circumstances that profit motives dominate the investment behavior of
HNWIs and that profitability is the most compelling argument for adopting SRI or not. In
Table 5, we provide further evidence of profitability to enable the adoption of SRL
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Table 5. Profitability to enable the adoption of SRI.

Interview Sample 1st Order Concepts 2nd Order Themes
Expert 4: Because I think on this case that I think
is a good vision to have and that the vision that I
think we all have people, who want to build this
(SRI) field. But realistically in order to get there,
especially talking about changing the modern
portfolio theory, then, for one thing, we really
need to show them that the returns exist.
HNWI 25: I think it’s all a journey. When I started
out, I was very much still trying to just prove that
you can do impact investments. And so initially,
the first couple of deals we did, I was very much
focused on getting market-rate return for these

Profit serves as a primary
motive.

X . Profitability to
types of impact investments. enable the
HNWI 17: I think when they will be able to .
adoption of SRI.

publish that the 100% members from [wealth

owner network] in their first ten years had an

average return of 8% across their portfolios or
whatever it is. That’s probably the biggest

contribution we can make to the field of impact Profitability as a compelling

investing is to provide reassurance.
argument.

HNWI 25: I think it’s all a journey. When I started
out, I was very much still trying to just prove that
you can do impact investments. And so initially,
the first couple of deals we did, I was very much
focused on getting market-rate return for these
types of impact investments.

4.3. Family Sets Profit-Oriented Norms

Families and their members who surround the HNWIs set profit-oriented norms that
the wealthy sustainable investors interviewed perceive as standards and expectations
they must adhere to. Below, we detail two aspects of the insight that families demand
financial profit and claim this demand toward SRI-oriented HNWIs.

Family upholds the value of wealth preservation and skepticism against SRI.
HNWIs repeatedly mention the relevance of their family members for their investments.
Firstly, their family upholds the value of wealth preservation that is an essential guideline for
them. Our data suggest, at least in the context of investing, that wealth preservation is the
most prominent value in wealthy families. For example, in response to whether there are
any particular values or principles regarding financial investments that the HNWI has
adopted from their own family, the informant (HNWI 15) mentions values related to
“wealth preservation” that many wealthy families have to “set up expectations for family
members in order to access funds”.

Secondly, the interviewed HNWISs repeatedly point out that family members are skep-
tical towards SRI. Families are often unfamiliar with the underlying idea of SRI, of combin-
ing financial investment with a positive social and environmental contribution, and there-
fore cannot imagine how this would work. One wealth owner (HNWI 8) further explicates
this skepticism by “an added level of skepticism that the family office brings whenever
we put forth something with the knowledge that it is impact.” This informant locates this
skepticism in the technical terms and expressions associated with impact investing, as
“they (family office members) themselves put an added level of skepticism on the invest-
ments we put forward because of the impact investment terminology”.

In conclusion, our informants emphasize that their families uphold the value of
wealth preservation and skepticism against SRI. On the one hand, such wealth preserva-
tion provides the interviewed HNWIs with a basis for their value formation and presents
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a critical normative framework against which they align their investment behavior. On
the other hand, families are skeptical about SRI and the associated sustainable investment
behaviors because, according to the HNWIs interviewed, their family members are often
unacquainted with SRI. In Table 6, we provide further evidence of the issue that the family
upholds the value of wealth preservation and skepticism against SRI.

Table 6. Family upholds wealth preservation and skepticism against SRI.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 5: Like my sister, for example, she is in the
same position as me since there’s only the two of
us, she for some reason, doesn’t care much. (...)
Maybe she doesn’t understand the investment
aspect fully, but she’s a lot more cautious. She’s
like, no, I've seen certain portfolios that we had

losi ¢ ine the crisi
osing crazy amounts of money during the crisis Family upholds the value of

and all that. I want to make sure that I'm going to .
wealth preservation.

have enough for my children.
HNWI 5: I mean, in a way, you feel it would be
an injustice if having benefited from this wealth,
then you wouldn’t leave some to pass along to

your children, especially coming from a southern Family upholds the
European background, but again it’s all about value of wealth
expectations. preservation and
HNWI 24: I find the impediment the greatest skepticism against
impediment to me personally deploying the SRI.

capital at the rate that I would like to, and the
level that I would like to is because my partner,
who's also part of the decision-making process, is
not in lockstep with me yet.

HNWI 10: I always believe if you say something Family members are
and the people they don’t get it, they become skeptical towards SRI.
defensive, and they don’t get in the first step.

Then whatever else you tell them, it's a waste of

time, and effort, and energy. And I have reached
out to different people. I've talked about the
topic. I have seen resistance from my siblings

often

SRI does not fall within the purpose of the family. HNWIs themselves often face the
circumstance that their family does not see the point of linking their financial investments
to socially and environmentally positive contributions. Firstly, this circumstance can be
explained by the fact that there usually are family offices without any social welfare mandate.
The following statement by a wealth owner (HNWI 15) illustrates that most family offices
lack any mandate for making a positive social or environmental contribution as part of
their investment activities: “I know many family offices, and I always ask if they have an
impact mandate or something, and a lot of them still don’t”.

Secondly, SRI-oriented HNWIs mentioned that their families often uphold that they
already are engaged in philanthropic activities and therefore do not see any need for SRI.
Hence, family members traditionally consider philanthropy as sufficient. The extent to which
this very attitude can hinder SRI illuminates an informant (HNWI 6) who is appropriately
committed to such investments outside the family and its wealth because family members
only focus on philanthropy, as explicated by the family foundation: “they (family mem-
bers) have a very traditional sort of foundation setting. (...) So the foundation is purely
about giving philanthropic capital, not capital but the income generated from it”.
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To sum up, the analysis points towards the circumstance that HNWIs’ families do
not see why striving for financial returns should link to a positive societal contribution.
This insight reflects the fact that family offices, officially entrusted with managing the
family’s assets, traditionally do not have a social welfare mandate. Moreover, the circum-
stance that family members traditionally consider philanthropy to be sufficient, where
any economic activity is usually separated from social welfare engagement, supports the
insight that SRI does not fall under their families” purpose. In Table 7, we provide further
evidence that SRI does not fall within the purpose of the family.

Table 7. SRI does not fall within the purpose of the family.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 28: The head of our family office doesn’t
believe in global warming. I don’t know where I
should start to try to make him understand other
basics.
HNWI 38: A big barrier for me personally was
navigating the family dynamics and being able to Family offices without any
convince others of impact investing (i.e., SRI). social welfare mandate.
Because that was very essential for my own
journey and able to employ capital was to get my
end from the family office to be able to do so. And
so it was one of definitely 110 my biggest and

earliest barriers related to impact investing. SRI does not fall
HNWI 1: They would say, “We have the within the purpose
corporate foundation. You don’t need to create of the family.

something to pursue social impact. Just go there,
and do an internship in the corporate

foundation”.
HNWI 37: In Canada especially, the landscape of Family members
philanthropy is changing. Making general traditionally consider

contributions in the same that our parents did.  philanthropy as sufficient.
Like some of the organizations that we work with
specifically, they have a really strong base of
individual supporters, but when you look at the
demographic, those are people who are much
older.

4.4. Proving Profit to Conform with Family Norms

Our data shows that HNWIs are engaged in proving the economic profitability of
SRI to conform with family norms, suggesting that a “good” investor is an economically
successful investor. This, however, differs from the above-described striving for financial
return in that HNWIs primarily aim for economic profit to prove their conformity with
family norms. We detail the two aspects related to this insight below.

Profit to legitimize SRI to the family. HNWIs often mention financial success as a
source of legitimacy. Firstly, the informants said that financial gains prove to the family a
serious investment strategy. For example, an interviewed HNWI (HNWI 15) explicates how
generating financial returns built the necessary approval from the family hedge fund for
adopting an SRI strategy: “my hedge fund, this email I got was, ‘oh it (SRI) sounds just
like charities, and no problem, you can be on the board’”. However, this wealth owner
seeks to demonstrate that SRI is not charity, but allows for the generation of financial
gains, to convince family members that SRI is a serious investment strategy: “they (mem-
bers of the family hedge fund) approached me to be on the board, but it’s actually not
okay like I want people to realize that it can be very profitable, and it is important for me
to generate returns so that again you can prove this concept”.
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Secondly, our interview partners render financial return and the proof of profitability
as the vital reference point for family members and a known and appreciated measure for as-
sessing individuals within the family. Suppose the individual HNWI can provide evi-
dence that an investment decision generates enough profit. In that case, influential family
members, such as the grandfather, acknowledge this as sufficient to let the individual (i.e.,
in our example here, the grandchild) proceed with their own ideas. It thus justifies the
position of a capable, independent decision-maker. This is illustrated in the following
statement by a wealth owner (HNWI): “I decided to talk to my grandfather, and I told him
that I wanted to work with education and that it was something that would change the
world. The only thing that he said was, ‘but how are you going to pay your bills?"”.

In a nutshell, the interviewed HNWIs indicate that they use financial success as a
source for legitimizing SRI to their family members. This approach is explained on the
one hand by the circumstance that HNWIs draw on economic profits to prove a serious
investment strategy; for example, to receive approval from their family hedge fund for
adopting an SRI strategy. On the other hand, financial success is the vital reference point
for assessing family members and thus for whether an individual family is considered
appropriately competent to invest the family capital in SRI. In Table 8, we provide further
evidence of financial success as a means of legitimization within the family.

Table 8. Profit to legitimize SRI to the family.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 27: T haven’t really proven myself to be
quite the rock star yet. It’s got to take some time to
prove that it (SRI) is a viable strategy. And so
again, I would qualify this as our testing period.
HNWI 32: But in terms of a first step forward and
getting the board at large for most (family) Financial gains prove to the
members are over 50 years old, saying, “We can family a serious investment
see that we’re going to get our traditional return strategy.
on capital. We're going to get our 3-5x and our
private equity. And we’re going to stick with
something that we understand in terms of Profit to legitimize
performance metrics and standard fund SRI to the family.
composition as a way of building confidence”.
HNWI 31: I think the issue is that you need to
prove, or at least in my case I'm a next-gen, that
you need to prove that this (particular SRI

activity) is profitable. Profitability as the vital
HNWI 15: I guess what I'm trying to say is the  reference point for family
same way to get the real gatekeepers onboard members.

(i.e., prove profitability) or do the same way for
me to get my family on board which would be a
proof of concept.

Making profits to achieve recognition. SRI-oriented HNWIs strive to gain recogni-
tion as investors, for example, from their families, by making financial profits. Firstly,
next-generation wealth owners born into their societal position point out that they need
to find ways to show that their actions are credible. A ubiquitous way to achieve this goal
is profit because financial gains increase credibility. One interviewed HNWI (HNWI 5) de-
scribes the importance of bringing proof to the family as a financially successful investor
using the following comparison: “you’re expected to shape your life so that you can be-
come a good steward (of your inherited wealth), versus, ‘oh I have this, great, I just found
out, so I don’t have to work as hard, I don’t have to find a job, I can just rely on my fam-
ily””. Thus, recognition in the family is obtained by distinguishing oneself as a financially
successful steward of inherited wealth.
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Secondly, because wealthy sustainable investors often consider making profits essen-
tial for achieving recognition, they usually suggest that the social benefit is secondary to
profit. HNWIs often do not show their ambition to prove the impact case of SRI to meet
the initial intention of a social or environmental purpose. One interviewed HNWI (HNWI
31) illustrates this by pointing out that the measurement of any positive social or environ-
mental impact merely distracts from the central goal of making a financial profit: “this
whole discussion about impact measurement, I think, is diverting maybe too much re-
sources from thinking about how to make this financial success first”. Hence, in the case
of SRI engagement, the social benefit is systematically subordinated to financial profit.

In summary, our analysis of the interview data suggests that SRI-oriented HNWIs
strive to gain recognition as investors from their family members by making financial
profits. This insight is evidenced first by HNWIs aligning their investments primarily with
financial performance to make their actions more credible, and second by making the
measurement of any positive societal impact secondary to proving financial performance.
In Table 9, we provide further evidence for the role of making profits to achieve recogni-
tion.

Table 9. Making profits to achieve recognition.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 16: I think if that’s the case, then we just
need to continually hold firm on that and educate
people and demonstrate to people why it’s
important to apply these more rigorous standards
because ESG and CSR and social responsibility,
etc. haven’t achieved the () outcomes we’ve
needed to achieve.

HNWI 15: It's more on if I do something and it
works (financially), then you know you have
something to show for it and can get back to me in
substantiating the case.

HNWI 30: I think (social impact measurement) is

Financial gains increase
credibility.

Making profits to
overrated, and it's a waste of time and money to & p
. achieve
measure the impact. .
recognition.

HNWI 28: I think it will become less and less
important. And people will go back to just
looking at the financial numbers, unfortunately. I
actually also think that that’s not 100% bad. That
just means that you have to make sure that the
(social) impact is integrated in the business
model. Therefore the better the business is doing,
the higher the (social) impact as well. And that
approach we had with another investment we did
where we said automatically the more basically
product that’s produced, the better this product is
making XYZ as an impact.

Social benefit is secondary
to profit.

4.5. Other SRI-Oriented HNWIs Provide Confirmation

The HNWISs in our data frequently pointed out other SRI-oriented HNWIs whom
they admire and who serve as a reference for them. We detail two aspects related to this
insight in the following.

Sharing one’s own goals and vision with other HNWIs. Our informants often praise
the community of other SRI-oriented HNWIs and how they thrive on being surrounded
by like-minded private investors who share their goals and visions. Firstly, other SRI-ori-
ented HNWIs are necessary for a wealthy sustainable investor to exchange ideas about tack-
ling specific issues from an SRI perspective. An investment advisor (Expert 12) who regularly
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consults with HNWIs further elaborates on this very issue by pointing out the relevance
of “a community of like-minded investors”. Such a community allows SRI-oriented
HNWIs “to deep-dive into a specific issue area” and how to “tackle that from a sustainable
investing standpoint”.

Secondly, our informants frequently emphasize the importance of learning from other
HNWIs. One HNWI (HNWI 25) explains the importance of learning from others in the
context of a global network of impact investors as “being part of a more global community
of impact investors was extremely helpful.” According to the informant, this worldwide
network of SRI-oriented HNWIs derives its importance, particularly in representing a
community, “from that you can learn”.

To sum up, the interviewed HNWIs point out the relevance of sharing their goals
and visions with other SRI-oriented wealthy private investors. This relevance stems from
the fact that like-minded investors provide an individual HNWI with the opportunity to
share ideas on approaching specific issues from an SRI perspective and learn more about
SRI from other HNWIs. In Table 10, we provide further evidence for the role of sharing
one’s own goals and vision with other HNWISs.

Table 10. Sharing goals and vision with other HNWIs.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 28: I think the most important thing for me
is meeting with peers and (...) realizing you're not
alone in this fight against advisers that technically
you pay, but they tell you what to do. That’s been

of great help to see. Because it’s almost
embarrassing to talk about these problems
because people think you're crazy that you have
this strange direction of power.

HNWI 23: I'm a very active impact investor and
have been for a long time. One of the things that
come up regularly is who else is in this field or
who else is in this investment? I'm always
searching, (...) I just wanted (...) to influence the
field more broadly (...) and for my peers within
the (impact investor network) community. For all
of us to be able to share that to be able to inspire
more people to move their capital this way. So
both something that was directly useful for me
but also something to help inspire others and
especially for my fellow [impact investor
community] members but beyond that, to make
that more accessible to people.

HNWI 38: As soon as I actually joined, it’s been
mostly through the relationships that I've been
able to build with other impact investors (...) It's
really been the relationships with other impact
investors and learning program.

HNWI 12: Building up that impact investing
community around you keeps you motivated, Learning from other
keeps you busy with deal flow, or just kind of HNWIs.

helps you further along as well in the impact

investing space and the thinking space. I guess it’s
all kind of related to those two networks that
we’ve been part of. But I don’t want to
undervalue their contribution to my sister’s and I
journey.

Exchanging ideas about
tackling specific issues from
an SRI perspective.

Sharing own goals
and vision with
other HNWIs.
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A community of values with other SRI-oriented HNWISs. In contrast to their families,
other HNWIs do not demand anything from our informants. While family members claim
their demands for a financial profit, other SRI-oriented HNWIs do not make any demands,
either in terms of economic gain or contribution to social welfare. Firstly, this becomes
evident by the circumstance that actual SRI investment skills are irrelevant to participation.
One wealth owner (HNWI 26) accordingly points out that every HNWI is welcome to the
community of SRI-oriented HNWIs regardless of where the person is on the SRI journey:
“it’s very nice to be welcomed by a group that says, ‘if you want us to support you on
your journey,” that term is used a lot, the impact journey that we’re on here”. Thereby, it
is more about experiencing the journey toward making a positive social impact with a
group of like-minded SRI-oriented HNWIs than actually about achieving the goal of cre-
ating a positive impact. “I don’t feel as pressed to come up with something perfect, but
rather to have a full journey with a group of like-minded individuals” (HNWI 26).

Secondly, our informants frequently mentioned that sharing similar values connects one
to another. One informant (HNWI 10) clarifies the importance of being surrounded by like-
minded HNWIs who share the same goals and visions and how such a community serves
as a source for inspiration and support because “you will feel alone, and also, you will not
be able to scale if you are alone (...). And here comes a certain belief, that of conviction.”
The shared set of values among SRI-oriented HNWIs creates a sense of community, which
is a crucial source of guidance for the individual wealth owner. In fact, according to the
same informant, “it’s always important to be a part of a community that you share with a
grandiose ambition”.

In conclusion, our analysis of the interview data indicates that other SRI-oriented
HNWISs serve as a community of values that does not impose concrete requirements on
an individual HNWI, neither in terms of financial gain nor of positive social impact.
Namely, on the one hand, whether an individual HNWI has SRI skills and thus actual
knowledge of how to link economic and social aspects is irrelevant to belonging to the
community of SRI-oriented HNWIs. On the other hand, as a community of values that
does not impose any concrete requirements on an individual HNW]I, it is mainly about
sharing the same goals and visions. In Table 11, we provide further evidence of a commu-
nity of values with other SRI-oriented HNWIs.

Table 11. A community of values with other SRI-oriented HNWIs.

Interview Sample 1st Order Concepts 2nd Order Themes
HNWI 24: And make it very clear out of the gate,
from the time you sign-up to be a member that no
question is too small or too silly. And that
everyone is at their own stage of their journey,
some of us being beginners, or those others
potentially being pioneers and everything in
between. And it just showed up with your
authentic cells and eating it, with your curiosity of
mine and interesting, deploying your assets into Actual SRI investment skills
the areas that thematically, regionally, and are irrelevant.
otherwise are right for you.
HNWI 26: And also, to be around a group of
people who have been successful in business
before and are using their returns exits, or from
stock, or whatever. And now they’re at a different
phase of their life where I'm coming at it from a

A community of
values with other
SRI-oriented
HNWIs.

very young perspective. I don’t have a massive
career, unlike a lot of these individuals do.
HNWI 24: T will say the social element of the
[impact investor network] community is very
important to me because I know that (...) those

Sharing similar values
connects one to another.
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that I'm talking to have similar values, if not
similar areas of interests or reasons of interest, but
we all believe in a better financial market that
delivers more benefit than extracts to both people
and planet.

HNWI 26: Being a part of the (impact investor
network) is a great way to build momentum in
that space and to be around like-minded
individuals who have the same perspective.

5. Discussion
5.1. The Influence of Reference Groups on the Investment Behavior of SRI-Oriented HNWIs

While we know little of the investment behaviors of SRI-oriented HNWISs, reference
group theory suggests that such behavior is centrally dependent on their identification
with and comparison to a respective reference group. For this reason, we have set the
objective of developing knowledge on the influence of reference groups on the SRI en-
gagement of HNWIs. Based on an inductive qualitative investigation of 55 semi-struc-
tured interviews with HNWIs and industry experts, we developed a framework to explain
how reference groups influence the investment behaviors of SRI-oriented HNWIs. Our
framework indicates that the family directly influences and other SRI-oriented HNWIs
indirectly influence SRI-oriented HNWIs towards generating financial profits in their in-
vestments at the expense of social welfare considerations. On the one hand, the family
serves as a normative reference group that upholds the economic profit motive and di-
rectly urges HNWIs to make financial gains from their investments at the expense of social
welfare. On the other hand, other SRI-oriented HNWIs serve as a comparative reference
group that shares the same values but does not impose any concrete requirements on so-
cial welfare performance. This indirectly influences SRI-oriented HNWIs to subordinate
social concerns to financial profits. Figure 2 provides an overview of our explanations.

Proving Family
profit to |:> sets
conform profit-
with family <:| oriented
norms norms

Other SRI-oriented
HNWTs provide
confirmation

1 I

1 I

1 I

: Using own fortune to I Using own fortune to
. I .

1 promote social | generate financial

' welfare | profits

1 I

1 I

Notes: Main orientation of SRI-oriented HNWIs* investments in bold font; marginalized orientation of
SRI-oriented HNWIs’ investinents in italic font, reference group-related influences in regular font.

Figure 2. How reference groups influence the investment behavior of SRI-oriented HNWIs.

Our framework shows that SRI-oriented HNWIs are open to the idea of combining
social welfare and economic aspects in their investments (see the two boxes with dashed
and solid lines at the bottom of Figure 2). On the one hand, they intend to use their own
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fortune to promote social welfare. SRI-oriented HNWIs regard wealth both as a cause for
the imbalance between rich and poor and a solution to overcome this very inequality. The
latter explains the personal responsibility HNWIs ascribe to contributing to social welfare
by placing their wealth into SRI. On the other hand, HNWIs intend to use their own for-
tune to generate financial profits. They regard financial return as essential, considering
SRI as a financial vehicle to contribute to social welfare but also to make an economic
profit. Moreover, HNWIs argue that financial gain serves the cause of SRI, considering
profitability as a prerequisite for spreading SRI amongst mainstream investors.

However, while SRI-oriented HNWIs are open to the idea of combining social wel-
fare and economic aspects in their investments, they strive towards making a financial
profit at the expense of social welfare considerations even though they already hold great
fortune (see the box with the solid line at the bottom of Figure 2). The influence of two
particular reference groups explains this profit-oriented investment behavior of wealthy
private investors.

First, a push-and-pull effect between the family setting profit-oriented norms and the
HNWIs proving profit to conform with family norms directly promotes SRI-oriented
HNWIs’ ventures for financial return (see the box at the top right and the corresponding
vertical arrow in Figure 2). The push consists of the family that serves as a normative
reference group [23], setting profit-oriented norms that wealthy sustainable investors per-
ceive as standards and expectations they must adhere to. Family members tend to have
traditional investor mindsets, suggesting that lent or invested capital needs to generate
financial profits to compensate the risk that the investor takes by giving the money away.
From this normative group’s perspective, the only reasonable explanation for taking such
a risk is a financial profit. Consequently, the family upholds the value of wealth preserva-
tion and skepticism against SRI and suggests that SRI does not fall within the purpose of
the family. The pull is that SRI-oriented HNWIs strive for financial profit to conform with
the norms of their families, upholding the importance of economic profits. They try to
make profitable investments to legitimize SRI to their family members and to achieve their
recognition. However, by these activities, SRI-oriented HNWIs reinforce and further con-
solidate family norms, countering the underlying idea of SRI, which brings together fi-
nancial profits and social welfare (e.g., [6]).

Second, other SRI-oriented HNWIs provide confirmation and thereby indirectly pro-
mote SRI-oriented HNWIs’ ventures for financial profits (see the box in the middle and
the corresponding horizontal arrow in Figure 2). These like-minded individuals allow
SRI-oriented HNWISs to share goals and vision with their peers and serve as a community
of shared values. Within this group, an SRI-oriented HNWI finds validation for own ideas
of using financial capital for social welfare and acceptance that the consideration of ESG
criteria is appropriate and reasonable. In this vein, other SRI-oriented HNWIs build a
comparative reference group, as they serve as a standard or checkpoint which the indi-
vidual uses to make judgments [23]. However, this reference group does not enforce any
standards, as can be seen, for example, in that actual SRI investment skills are irrelevant
for membership. Consequently, those judgments are decoupled from the investment be-
havior of SRI-oriented HNWIs. For this reason, the comparative reference group has at
least an indirect positive effect on profit-oriented investing by reinforcing the influence of
the normative reference group on the profit-seeking of SRI-oriented HNWIs.

5.2. Contributions to the Literature

Our study adds to SRI research. To achieve sustainable development, we need a shift
of traditionally invested assets into SRI. HNWIs hold a vital role in this shift, controlling
nearly half of global wealth [3]. However, we know little about wealthy sustainable inves-
tors [16,17] and SRI-oriented HNWIs [18,19]. To understand whether, how, and to what
extent HNWIs engage in sustainable investing, we need to go well beyond whether or not
SRI is more profitable than traditional financing because the former brings together finan-
cial profits and social welfare [6,9]. We showed that SRI-oriented HNWIs use their fortune
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to generate economic gains at the expense of social welfare in their investments and un-
packed the reasons behind their profit-oriented investment. While they support the idea
of mobilizing their wealth to promote social welfare, they let this goal fall short because
of reference groups that encourage them to use their wealth to generate financial profits,
even though they already hold great fortune. The insight that the SRI engagement of
HNWIs is, in effect, primarily profit-driven due to the direct influence of family members
and the indirect effect of other SRI-oriented HNWIs, suggests that such engagement could
contribute less to social welfare and more to further boosting wealth inequality. This find-
ing is accentuated by the COVID-19 pandemic, which has again exacerbated existing
wealth inequalities [61].

We further contribute to the reference group theory literature. As mentioned above,
the literature differentiates two types of reference groups [22-24]. While normative refer-
ence groups establish and enforce standards considered norms, comparative reference
groups serve individuals as a point of reference in making evaluations or comparisons
without the evaluation of the individual by others in the group. By focusing on how dif-
ferent reference groups influence the investment behaviors of SRI-oriented HNWIs, we
can comparatively show how different reference groups each affect the profit and welfare
orientation of wealthy investors. This lets us derive an exciting finding for reference group
theory. In the case of conflict, normative reference groups suppress the beliefs, values, and
perspectives of the comparative reference groups. Suppose that the reference group does
not enforce its values or does not even seek to do so. In that case, this space is occupied
by a reference group that does, while the comparative reference group at least indirectly
supports the standards of the normative reference group. This insight implies the different
spheres of influence of normative and comparative reference groups. In addition, under-
standing how different reference groups influence values, which then, in turn, shape the
investment behaviors of SRI-oriented HNWIs, echoes the relevance of values for studying
contexts where, as in the case of SR], it is a matter of conceptualizing the interactions be-
tween economic issues and social aspects [46,62].

5.3. Contributions to Practice

The knowledge gained into the influence of reference groups on the investment be-
haviors of SRI-oriented HNWIs demonstrates that it is critical for market participants to
be highly aware of the specific social setting that their HNWI clients or constituents are in
when they receive their messaging. That is because the social setting in that moment will
serve as a critical contextual aspect in determining what types of arguments about SRI—
financial or social welfare arguments —will resonate more or be more helpful for HNWIs
to move ahead with an investment decision. More specifically, in a shared ownership set-
ting, as in families, financial arguments are more likely to support an investment decision.
In contrast, social welfare arguments are more likely to support an investment decision in
the setting of an SRI-interested HNWI community.

For the managers and members of communities of SRI-interested HNWIs, our find-
ings suggest that to drive the primary goal of social welfare more effectively and to over-
come the dominance of the financial performance-seeking of other family members, it
might be crucial to put more specific emphasis within their community on the actual
achievement of social goals, to drive more specific goal-setting in that regard, or to set
certain standards and minimum requirements within their community.

Our research insights point out that mobilizing private wealth, at scale, for a positive
social impact requires a deep understanding of the underlying social contexts that HNWIs
are embedded in and which substantially influence their investment decision-making.
Specifically, for the crucial intermediaries of banks and SRI funds, our findings indicate
that to mobilize private wealth into SRI products, it is relevant for financial intermediaries
to carefully consider and shape the social settings in which their HNWI communication
activities occur. Depending on the settings of their specific activity, either financial or so-
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cial welfare arguments might impede, rather than support, unlocking the substantial la-
tent demand for their SRI products. It is these social setting considerations, and them not
being considered carefully, that so far might have been the crucial stumbling block for SRI
in private wealth management.

5.4. Limitations and Future Research

Our research is not without limitations—many of which are linked to its qualitative
nature (see [63]). However, we believe that it opens up a broad range of future research
opportunities that can add nuance and clarity to the possibilities and limitations of
HNWISs’ contribution to a shift of traditionally invested assets into SRI and the influence
of different reference groups in this process. Our qualitative research strategy allowed for
more accurate insights into the context of SRI-oriented HNWIs’ investment behaviors,
which would have been challenging to obtain through quantitative approaches. However,
this also means that qualitative research develops generalizations that “are often less par-
simonious because of the large number of variations possible and the difficulty of predict-
ing which ones will occur and why” [64] (p. 703). Future research could use a quantitative
method to test the generalization of our study statistically and enrich the boundary con-
ditions of our work—for instance, linked to geographic or personal aspects.

While our data allowed us to theorize the influences of different reference groups on
the investment behavior of SRI-oriented HNWIs, more research is needed to examine the
gradual transition of these influences and potential shifts in them over time. Longitudinal
studies could further decipher the temporal dynamics behind the influences of reference
groups on individual investment behaviors and any measures individual investors take
to counter the influence of third parties. Examining the influence of such groups over dif-
ferent points in time could explain how and why a particular group manages to assert
itself over others, what the associated influence strategies are, and why they are particu-
larly assertive with the respective investors. Such research could also reveal whether,
how, and why investors evade the influence of third parties and what the respective pre-
conditions are for escaping the influence of a particular reference group (e.g., social em-
beddedness, individual strategies against influence). In addition, future research could
examine the individual capabilities of private investors who positively impact social wel-
fare through their investments, even in a context where financial gain is preferred over
social welfare engagement.

6. Conclusions

A reference group theory perspective suggests that SRI-oriented HNWIs’ investment
behavior is shaped by their identification with and comparison to reference groups. To
close the existing knowledge gap regarding HNWIs” SRI engagement, we adopted a qual-
itative interview approach to examine how reference groups influence the investment be-
haviors of SRI-oriented HNWIs. We found that the family members of SRI-oriented
HNWIs form a normative reference group that prioritizes financial returns and directly
shapes HNWISs to subordinate social concerns to financial profits. Our study also indi-
cated that fellow SRI-oriented HNWIs serve as a comparative reference group that does
not impose any concrete requirements on social welfare performance, indirectly influenc-
ing SRI-oriented HNWISs to generate financial gains from their investments at the expense
of social issues. Our scholarly insights contribute to the SRI literature and reference group
theory and have practical implications.
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