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Abstract: The stages of development of responsible investment. We consider a group of key 
factors that are taken into account when assessing potential targets. The author gives the 
improved definition of "responsible investment", the basic components of the essence of the 
category of responsible investing. We prove that the essence of responsible investment is evident 
in the basic functions of investment and in the responsible investment market itself. We propose to 
define responsible investment as an investment process in which an investor  considering a 
number of social, ethical, environmental and governance criteria and methods of investing, makes 
a decision on the formation of portfolio investments in an effort not only to meet his needs in 
obtaining financial income, but also to assess and create a positive effect of these investments for 
the society and the environment and to ensure sustainable development and long-term corporate 
performance. 
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1.INTRODUCTION 
 
 Socialization of business due to social, political and economic factors, acts as one 
of the characteristics of contemporary development of economy and society. That is why 
recently more attention is paid to issues related to sustainable development. Global trends 
in the world, including the celebrated population growth and affluence of the population, 
climate change, shortage of fresh water resources, affect perception and behaviour as 
individuals and multinational corporations. Corporations, while planning activities, begin 
to consider three main aspects of their impact on stakeholders: economic, social, and 
ethical, as evidenced by the appearance of a completely new investment strategy – 
Responsible Investment. 
 The transformation of the goal of the corporation: in addition to maximizing the 
profit interests of all parties are taken into account – employees, customers, contractors, 
state and society in general. That is, the active development of responsible investment is 
associated primarily with the spread of the concept of corporate social responsibility, the 
essence of which lies in the voluntary contribution of transnational business to sustainable 
development of society by understanding its importance and benefits. 
 The overall responsible investing is a relatively new investment strategy which 
transforms the investment of choice for independent individual investors towards 
investment in the securities market, and which, at the moment, emits their own criteria 
and methods of investing, market infrastructure and a set of participants. The responsible 
investment is the result of a religious movement in Anglo-Saxon countries, about 1700, 
where a particular role in its development, at the time, played the Quakers, Mennonites, 
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Methodists and other Protestant groups in North America who had special ethical 
understanding of money. Quakers and other investors, who followed religious beliefs, 
refused to invest in companies engaged in the manufacture of weapons, alcohol and 
tobacco, etc. 
 
2. THE FIRST PHASE OF RESPONSIBLE INVESTMENT – THE ORIGIN 
 
 Due to the increased religious movement in 1928, the U.S. created the first 
responsible investment fund – Boston Pioneer Fund, whose investment activities 
excluded all companies that were related to alcohol, tobacco, casinos, gambling and 
pornography. In Europe, these funds began to emerge in 1900 on the initiative of religious 
organizations and religious groups. As a result, the first step in the development of 
responsible investing has been described as a period of the emergence of responsible 
investing (in the 60s of XX century.) and the investment philosophy that lay at its core 
was known as the ethical investing, because it was based on moral values, codes of ethics 
and religious beliefs and refusal to invest in companies which did business contradictory 
to these set of principles. As a result, the selection of sites for ethical investing is based on 
the global (when investors refused to invest in specific sectors or geographic areas) or 
specific (not investing in the company where 10 % of the profit coma from the production 
of weapons or nuclear energy) exception. Such investment behaviour has become a key 
feature of the first phase of responsible investment – phase nucleation. 
 
3. THE SECOND STAGE – THE FORMATION OF RESPONSIBLE INVESTING 
IN THE STOCK MARKET 
 
 The current understanding of the essence of responsible investment emerged in the 
U.S. in 1960, while in Europe, the first responsible funds were established in the 1980s. 
In 1971 the Pax World Fund was based on the refusal to invest in companies that received 
the income from the Vietnam War. Also in this period of responsible investment, Global 
Sullivan Principles were developed whose essence lay in the refusal to invest in 
companies working in South Africa and which supported the existing apartheid regime 
there. Investors along with the process of elimination, which was characteristic of ethical 
investment, begin to apply the method of positive selection when investments were 
directed to companies that have demonstrated good performance in a specific field of 
sustainable development, for example, in creating renewable energy and production of 
environmentally friendly products. In 1983 P. Kinder defined this stage of development 
of responsible investment as socially responsible investing, which is revealed through the 
integration of social and ethical criteria for investors in the investment decision making 
process. [1]. This stage of responsible investing can be described as the period of the 
responsible investment in the securities market (early 60's – early 90's of the XX 
century.), where the main purpose was not only the financial gain but also to create a 
positive social and environmental impact. Among the features of this stage there are: 1) 
the main investors are the individual investors, mutual funds, public and religious 
organizations; 2) the spread of ethical funds in Canada, UK, Australia; 3) emerging 
infrastructure organization specializing in research and consulting in the field of 
responsible investing (EIRIS, UK SIF); 4) extends the range of criteria to exclude 
companies from the investment portfolio, the method of positive screening. 
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4.THE THIRD STAGE - A PERIOD OF DYNAMIC GROWTH OF 
RESPONSIBLE INVESTMENT 
 
 Since 1990, the role of transnational business in sustainable development, the 
harmonious development of society, in which economic growth combined with the 
provision of social protection and minimizing the negative impact on the environment is 
becoming more evident, and therefore, the interest in responsible investing continues to 
grow. The increased attention paid to the environmental criteria of responsible investment 
led to the formulation of principles in 1992, the Coalition for Environmentally 
Responsible Business, whose main objective was to assess the overall environmental 
performance of companies. In addition to the traditional criteria statements, investors 
began to actively practice the "principle of trinity - people-planet-profit." In comparison 
to the second stage of responsible investment, the third stage, which is characterized as a 
period of dynamic development of responsible investment, involves investing in 
companies using comprehensive sustainability criteria that take into account leadership 
strategies and linkages with relevant areas: the environment, employees, community, 
suppliers and shareholders. Rather than focus on the fact that the company "must do" 
investors of the third stage of responsible investment have chosen " the best company in 
its sector" for investment. At this time there is actually "responsible investment", which is 
interpreted as a strategy for the integration of social, environmental, ethical and 
management issues in the management of investments and property in the belief that 
these factors may affect the improved financial performance. [2]. Depending on which 
type of non-financial aspect is a priority for investors there is: "green responsible 
investment", "white responsible investment" and "red responsible investment" [3]. 
 The essence of "green responsible investing" is to avoid investment in companies 
whose activities cause significant harm to the environment (e.g. use of a number of 
enterprises in the production of harmful substances), or, alternatively, the choice of 
companies whose activities help to reduce human impacts on the environment (for 
example, the production of energy from alternative sources). "White responsible 
investing" is a subspecies of ethical investment and revealed through refusal to purchase 
securities of companies that belong to the "sin" industries: tobacco, alcohol, gambling, 
weapons production and so on. "Red responsible investment" provides investment 
decisions based on issues related to human rights, such as working conditions and 
employees in relation to the issuing company securities and its contractors.  
 
5. KEY FACTORS TO BE TAKEN INTO ACCOUNT WHEN ASSESSING 
POTENTIAL TARGETS 
 
The evolution of the concept of "responsible investment" promoted a specific method in 
the interpretation of its essence. Three key groups of factors are taken into account when 
assessing potential targets, namely: 
 • Social: human capital (education and training, working conditions and health); 
social development; labour rights (such as the right to trade union activities); 
 • Environmental : urban and industrial pollution; global warming; depletion of 
some natural resources (such as oil) and limited access to others (such as clean water); 
reducing populations of the world's flora and fauna; 
 • Ethics: human rights; child labour; production or distribution of weapons; 
inhumane testing products on animals; hidden support of repressive political regimes; 
slavery; forced prostitution; and traditional ethical issues related to pornography, alcohol 
and gambling. 
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Although the factors structuring these groups have long been agreed by a number of 
scientists and institutions interpretations of the essence of responsible investment vary 
between investors from different countries. Most scientists and organizations in the field 
of responsible investment from around the world, interpreting the essence of responsible 
investment, taking into account social and environmental components , but some have 
focused on other factors. 
One of the leading organizations in the field of responsible investing, Social Investment 
Forum USA (US Social Investment Forum – US SIF) in their reports on the development 
of responsible investing offers the following definition of the essence of responsible 
investment: 
 • "Investment process, which involves an analysis of positive and negative social 
and environmental consequences of investments, and their thorough financial analysis, 
the process of selecting and investing in companies that meet the basic standards and 
criteria of corporate social responsibility" [4]. 
 • «Responsible investing through funds, whose activities are focused on building a 
healthy society, ensuring economic equality and a clean environment and a competitive 
level of return for investors";  
 • «Investment process that is based on the inclusion of positive and negative 
environmental, social and corporate governance criteria into investment analysis and 
investment portfolio formation".[5]. 
 • «Responsible Investment integrates personal values and social problems of 
investment decisions, while considering how the financial needs of investors and 
investment impact on society." [6]. 
 Thus, the concept of responsible investing, proposed by the Social Investment 
Forum, was revealed through concepts with similar meaning: social investment, ethical 
investment, investments, taking into account values. 
By the end of 1990 responsible investment was seen in terms of personal (individual) 
responsibility of the investor. 
 The definition proposed by Matthew and James Heyem Hazeltonom in 2004 
magazine article "Journal of Business Ethics," revealed responsible investment as "a term 
used for the management of investment funds and financial goals of the investor when 
combined with their obligations under such social issues as social justice, economic 
development, peace and environmental protection." [7]. 
 Another influential organization dedicated to the study of various aspects of 
responsible investment, the European Sustainable Investment Forum (The European 
Sustainable Investment Forum – Eurosif) proposed to consider responsible investment as 
"a process that combines investors' financial objectives with their understanding of social, 
environmental and ethical issues and corporate governance; it is based on the growing 
understanding by investors, companies and governments ...." [8]. A similar definitions 
was proposed in the framework of international organizations in the field of responsible 
investment, as the Australian Association for Responsible Investment (Responsible 
Investment Association Australasia) [9], the Canadian Association for Responsible 
Investment (Responsible Investment Association Canada) [10], the Association for 
sustainable investment and finance of Britain (UK Sustainable Investment and Finance 
Association) [11]. In addition to the above mentioned organizations specialized in the 
field of responsible investment, my interpretation of the essence of the concept proposed 
in 2005 and at the World Economic Forum (World Economic Forum), which in its report 
«Mainstreaming Responsible Investment» defined it as "a way of investing where the 
impact of investment is based on both the public interest and the environmental in the 
present time and for the future account." [12]. 
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 As you can see, the universally accepted definition of the essence of responsible 
investment does not exist. For example, the Association for sustainable investment and 
finance of Britain (UK SIF) and the Social Investment Forum USA (US SIF) include in 
their interpretation of the essence of responsible investment the public investment and 
other economically targeted investments, while other organizations do not address these 
issues. Similarly, the interpretation proposed by the Association for sustainable 
investment and finance of Britain and the European Sustainable Investment Forum 
(Eurosif) take into account the ethical aspects, which are ignored by the similar 
organizations in Canada and the United States. 
 
6. THE MAIN COMPONENTS OF THE CONCEPT OF "RESPONSIBLE 
INVESTMENT" 
 
The main components of the concept of responsible investing are: 
 1) Earmarking investments – responsible investment aim is not only to achieve the 
investment tasks (as evidenced through obtaining financial income), but also to create a 
positive social and environmental effects, in which the personal views, beliefs and 
principles of the investor on specific important social issues  are important not only to the 
end result, but the conditions for their achievement; 
 2) Return on investments – responsible investment should generate financial 
revenue, and therefore the investor conducts a thorough analysis of potential targets for 
conventional parameters "liquidity risk - yield"; 
 3) Integration of individual attitudes and beliefs of the investor – the investor 
determines criteria and methods of responsible investment, given their subjective beliefs 
(including religious vision); 
 4) Analysis and consideration of current and future environmental and social 
impacts of investment for society – choosing environmental, social, ethical and 
governance criteria, and methods of investment where the investor is responsible for the 
consequences of the investment, for the result that it will have on society, the 
environment, sustainable development and long-term corporate performance, because the 
first and the foremost goal of responsible investment is to benefit the society, to solve 
social problems, or at least not cause further damage; 
 5) Financial analysis of investment – the investor considers the investment 
consequences in terms of environmental impact, ethical, social and governance factors for 
companies and their long-term sustainability. 
In addition to the above mentioned components the essence of the responsible investment 
is evident in its functions, which are as basic functions of investment taking place in the 
context of sustainable development: 
 1) Control function – responsible investment as any investment, affects the 
processes of reproduction of capital, economic development, technological progress, 
social welfare, environment and other sectors of society; i.e. the development of 
responsible investment is not only a redistribution of capital, but also acts as an incentive 
to address a range of social, environmental, ethical and management issues, creating 
favourable conditions for the life of present and future generations; 
 2) Ethical function – responsible investment enhances the investment market, 
allowing participants to meet both financial needs (saving and increasing capital) and 
social (support socially responsible companies, adherence to ethical principles to promote 
sustainable development); 
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 3) The distribution function – responsible investment distributes the social product 
in the form of money between different economic actors, levels and spheres of social 
production activities; 
 4) Stimulating function – responsible investment encourages recipients of 
investment to improve the financial performance, modern "green" technologies, human 
rights, occupational health and safety of employees, motivation, and compliance with 
corporate governance principles, interaction with local communities and other 
stakeholders. 
 In this regard, it is necessary to identify the main components of the responsible 
investment market as a single segment of the investment market: 
 1) The appearance of the main participants of responsible investment (investors, 
issuers and financial intermediaries); 
 2) Building infrastructure for responsible investment – analytical organizations, 
groups stock indexes regulatory infrastructure; 
 3) Forming the basic criteria and methods of responsible investment product 
structure. 
 In accordance with the selected elements the responsible investing market can be 
defined as a set of economic relations between all participants of the securities market on 
the investment activity based on a number of criteria and methods for responsible 
investment. 
 In 2012, the assets of the responsible investment reached 13.568 trillion dollars 
and today are in many regions and countries – the U.S., Europe (mostly in France, 
Britain, the Netherlands, Norway, Germany, Italy, Switzerland), Canada, Australia and 
New Zealand, and Japan (Table 1). 
 

Table 1. Dynamics of responsible investing in the developed world (in terms of 
responsible investment assets) billion 

Region/Country 2006 year 2008 year 2010 year 2012 year Global market 
share 

USA 2 290 2 711 3 070 3 740 27,56% 
Europe 1 221,69 3 917,07 7 169 8 717,23 64,28% 
•  Austria 1,42 1,72 3,01 10,6 0,078% 
•  Belgium 176,2 416,96 277,7 124,9 0,92% 
•  UK 923,5 1 408,96 1 346,2 1 592,05 11,73% 
• Denmark - 168,2 347,3 314,78 2,32% 
• Spain 29,6 45,2 47,7 73,58 0,54% 
• Italy 3,4 357,6 447,92 576,90 4,2% 
• The Netherlands 56,2 639,7 567,6 858,73 6,33% 
• Germany 6,27 16,3 18,5 800,43 5,9% 
• Norway - 306,77 588,7 739,96 5,45% 
• Poland - - 1,58 1,51 0,01% 
• Finland - 99 128,2 138,69 1,02% 
• France 16,3 144,86 2 653,5 2 428,29 17,9% 
• Switzerland 8,8 31 32,98 569,22 4,19% 
• Sweden - 280,8 438,02 487,59 3,59% 
Canada 467,4 579,1 530,9 600,9 4,43% 
Japan - 8,1 5,7 10 0,073% 
Australia 13,523 72,199 75,73 168,445 1,24% 
Other     2,447% 
Compiled by the author based on [13-18] 
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 The most dynamically developing market in responsible investment market is 
Europe, the total volume of critical assets which, as of early 2012 is 8.717.23 billion U.S. 
dollars, up 7 times more compared to the same period of 2006. A significant growth rate 
of compliance investment also demonstrates the U.S., the total amount of assets of which 
are responsible for early 2012, 3.740 billion, and an increase over the period 2006-2012 at 
1.450 billion (38.8%). 
 
7. CONCLUSIONS 
 
 We propose to define responsible investment as an investment process in which an 
investor  considering a number of social, ethical, environmental and governance criteria 
and methods of investing, makes a decision on the formation of portfolio investments in 
an effort not only to meet his needs in obtaining financial income, but also to assess and 
create a positive effect of these investments for the society and the environment and to 
ensure sustainable development and long-term corporate performance. 
 Therefore, today there is a moderate awareness of the need to comply with CSR. 
The responsible investment is becoming a common trend when the investors making a 
decision on the location of the investment, and are especially taking into account 
environmental, social and governance criteria. 
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