
“UN PRI and private equity returns. Empirical evidence from the US market”

AUTHORS

Emanuele Teti

Alberto Dell'Acqua

Fabio Zocchi

ARTICLE INFO

Emanuele Teti, Alberto Dell'Acqua and Fabio Zocchi (2012). UN PRI and private

equity returns. Empirical evidence from the US market. Investment Management

and Financial Innovations, 9(3)

RELEASED ON Friday, 28 September 2012

JOURNAL "Investment Management and Financial Innovations"

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”

NUMBER OF REFERENCES

0

NUMBER OF FIGURES

0

NUMBER OF TABLES

0

© The author(s) 2024. This publication is an open access article.

businessperspectives.org



Investment Management and Financial Innovations, Volume 9, Issue 3, 2012 

60

Emanuele Teti (Italy), Alberto Dell’Acqua (Italy), Fabio Zocchi (Italy) 

UN PRI and private equity returns. Empirical evidence from  
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Abstract  

The paper aims at assessing economic impact of the United Nations Principles for Responsible Investment (UN PRI) 
on investment performance. Specifically, the authors analyze whether adherence to the UN PRI program generates 
higher returns for the US private equity funds or not. The article collects a dataset of 135 US private equity funds in the 
2006-2011 period and run multivariate regressions on the funds’ returns, employing UN PRI compliance as the key 
explanatory variable. Results indicate that investing responsibly pays also in economic terms, in addition to the reputa-
tional benefits it brings. The funds’ returns are linearly dependent on the UN PRI compliance variable, which is one of 
the most explanatory variables compared to the others analyzed. The evidence can be beneficial for the long time de-
bated issue of trade-off between disclosure and privacy needs in the industry of private equity and alternative invest-
ments. 

Keywords: UN PRI, private equity, responsible investments, corporate social responsibility, venture capital. 
JEL Classification: G10, G20, G24, M14. 
 

Introduction  

As from the beginning of the new millennium and 
with greater emphasis after the financial crisis in-
itiated in 2008, attention paid to Corporate Social 
Responsibility (CSR) and consequently the redefini-
tion of corporate value has become increasingly 
imperative (Berthon, 2010). According to concor-
dant recent literature about Socially Responsible 
Investments (SRI) and the corporate role of envi-
ronmental, social and governance (ESG) issues, 
traditional economic and financial criteria are not 
sufficient any more to express an appropriate evalu-
ation of the soundness of investments (Hong and 
Kostovetsky, 2012). Actually, sustainable factors 
such as environmental, social and governance 
(ESG) issues have proved to affect the long-term 
sustainable growth of companies more than other 
economic variables (Rubaltelli et al., 2010). Both 
empirical contributions on CSR and ESG issues and 
on the profitability of financial instruments such as 
private equity are manifold. Nonetheless, limited in 
number are the contributions that analyze key driv-
ers of the economic performance of these financial 
instruments, and the possible relationship with ob-
servance of specific CSR standards. The main rea-
son for limited research in this field can be largely 
attributed to lack of data availability.  

Study of the relationship between compliance with 
ESG standards and economic performance of pri-
vate equity funds is particularly interesting, because 
of the emerging trade-off concerning these typolo-
gies of institutional investors. On the one hand, pri-
vate equity companies take particular care of priva-
cy and information protection (Chertok and Braen-
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del, 2010); on the other hand, they feel the need to 
actively involve all stakeholders in the decision-
making process in trying to show the largest possi-
ble disclosure (Beuselinck et al., 2008). The United 
Nations Principles for Responsible Investment (UN 
PRI) is a program established by the United Nations 
in 2006, that has gained more and more notoriety 
and diffusion. This initiative gathers different firms 
and well-known investors. We believe that the con-
tribution offered by this initiative is very significant, 
since it includes a wide set of CSR principles within 
an economic and financial framework. In this pers-
pective, the analysis of private equity is very chal-
lenging because, due to the industry features, this 
sector has been always reluctant to disclose and 
publish detailed information about companies’ in-
vestment decisions. 

After considering statistics about more than 1,000 
private equity funds in the last three decades, we inves-
tigate observations as from 2006, some of which refer 
to funds that have adhered to the UN PRI scheme. The 
objective is to assess some key determinants of the 
funds’ performances, with the specific purpose to find 
out whether higher commitment in CSR policies, such 
as observance of the UN PRI initiative, can drive to-
wards generation of higher economic performances for 
investors or not. 

The remainder of this paper is structured as follows. 
In the next section we provide a description of the 
United Nations’ UN PRI scheme and its main goal. 
An analysis of the relationship between UN PRI and 
private equity and an analysis of background literature 
follows (section 2). In Section 3, we introduce the data 
and method used for the research, while in section 4 
we present the results with a discussion and possible 
limitations of the work. The last section ends this paper 
with some concluding remarks. 
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1. The UN PRI initiative 

1.1. UN PRI: an incentive initiative for responsi-

ble investments. The United Nations Principles for 
Responsible Investment (UN PRI) is an institutional 
initiative established and supported by the Organiza-
tion of the United Nations. It was instituted with the 
purpose of applying the main guiding principles for 
responsible investments. These principles have been 
drawn up with the support and sharing of the inter-
national community between April 2005 and Janu-
ary 2006 and reveal the belief that the environmen-
tal, social and governance (ESG) issues can have a 
major role in the generation of economic value from 
financial investments (Margolis and Walsh, 2003), 
as well as in the development of countries (Cheng et 
al., 2012). Accordingly, to pay attention to the ESG 
factors would be of primary relevance for those 
investors who want to meet with the task of enhanc-
ing shareholders’ trust (Artiach et al., 2010). The 
guiding principles provide a framework through 
which investors can incorporate ESG factors in their 
investment decision-making and governance 
processes on a voluntary basis. In this way, investors 
are also supposed to align their economic objectives 
with the wider spectrum of aims referring to the 
social context in which they operate. Three main 
categories of constituents can join the UN PRI 
scheme: asset owners, service providers and invest-
ment managers, the latter representing the category 
in which management companies of private equity 
funds studied in this paper belong. The principles 
began to be disseminated from 2006 onwards. At 
the end of 2011, 946 companies have subscribed to 
the initiative, with assets under management 
amounting to about $30,000 million. Of these, 543 
are investment managers, 247 are asset owners, and 
156 are service providers (source: www.unipri.org).  

The involved companies can take advantage of dif-
ferent benefits by joining the UN PRI scheme. First, 
they acquire competencies that allow them to im-
prove the understanding of issues, risks and oppor-
tunities linked to responsible investments. Second, 
they can access the international best practices in 
terms of ESG policies, so reducing research and 
implementation costs of an investment decision plan 
able to incorporate CSR requirements. The compa-
nies that take part in the UN PRI enter an interna-
tional investors’ network and achieve a considerable 
reputational benefit arising from the commitment they 
can attest to by supplementing their task with the ob-
servance to ESG needs. Finally, investors can contri-
bute to carrying out an investment decision that is 
better managed, transparent, sustainable and long-
term oriented, with the opportunity to enhance the 
future corporate guidelines and investment policies.  

1.2. Guiding principles for responsible invest-

ment. The term “responsible investing” is often 
improperly used in business, thus accurate direc-
tions and standards must be delineated in order to 
define its boundaries. The United Nations have es-
tablished six guiding principles in order to identify a 
responsible investment.  

1. Inclusion of ESG criteria. Companies are asked 
to make explicit reference of the inclusion of ESG 
criteria in their investment policies; develop analy-
sis and measurement models  economic and fi-
nancial ones  that incorporate ESG issues; en-
courage research about ESG; promote continu-
ing workforce training as regards ESG issues. 

2. Active investment management. Companies have 
to design policies, rules and standards to enhance 
ESG criteria and manage shareholders’ decision 
consistently with the ESG policies adopted.  

3. ESG disclosure. Companies are required to 
adopt standardized reporting, namely the Global 
Reporting Initiative (GRI); endorse ESG topic 
integration within the annual financial reports; 
assess and support implementation of rules and 
codes of conduct of international relevance, 
such as the UN Global Compact. 

4. Principles support at a global level. Companies 
are asked to include the guiding principles in 
their request for proposal and align their in-
vestment mandates, investment control systems, 
performance indicators, compensation and re-
muneration systems with those included in the 
UN PRI scheme.  

5. Improve effectiveness of CSR polices. This ob-
jective is supported by allowing companies to 
join a shared network to exchange information 
and tools, to share resources, to solve key issues 
or to develop collaboration projects. 

6. Reporting disclosure. Companies are required to 
reveal how ESG issues are integrated into their 
investment activities; disclose active ownership 
policies in their investment management proc-
ess; communicate the expectations versus the 
counterparts with which they work. 

2. ESG, CSR and private equity  

Even though the number of socially responsible 
private equity funds has grown dramatically in the 
past ten years, with the introduction of specific cri-
teria to select target companies that accomplish ESG 
principles, we still lack a consistent body of litera-
ture on this topic. 

More specifically, a considerable number of studies 
have been already produced on the relationship be-
tween ESG criteria and equity returns (Schröder, 

2007; Balios and Livieratos, 2007), and some con-
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tributions have investigated the relationship between 
the SRI approach and mutual funds’ returns (Der-
wall and Koedijk, 2009; Ferruz et al., 2007). Never-
theless, to our knowledge no published contribution 
can be found on the specific relationship between 
ESG principles and private equity returns. In the 
following we outline the relevant contributions on 
the topic that the literature has recently produced.  

Peiris and Evans (2010) give evidence of a signifi-
cant positive relationship between ESG criteria and 
both return on assets and market-to-book value 
measures in the US stock market, supporting the 
theory that corporate social performance is benefi-
cial for corporate financial performance. Manescu 
(2011) finds that certain ESG indicators, such as 
community relations, protection of human rights and 
safety at the workplace, are value relevant, and thus 
can explain stock returns, but this is due more to 
mispricing than a compensation for the higher risk 
supported. Lee et al. (2010) investigate the impact 
of the higher number of attributes (defined as 
“screens” by the authors) imposed by socially re-
sponsible principles on the mutual fund perfor-
mance, finding that increased screening results in 
lower systematic risk. Therefore, the authors sug-
gest that socially responsible principles seem to 
guide fund managers to pick stocks with lower beta 
and minimise overall risk of the invested portfolio. 
Gil-Bazo et al. (2010) find that US SRI mutual 
funds have better before and after fee performance 
than conventional funds with similar characteris-
tics. Moreover, they do not find significant differ-
ences in fees between SRI and conventional funds, 
except in the case of SRI funds run by the same 
management company of conventional funds. Con-
trary to this evidence, Humprey and Lee (2011) do 
not identify any significant difference between per-
formance of SRI funds and conventional funds in 
the Australian stock market, showing that a relation-
ship between funds with more screens (i.e. SRI 
funds) and better risk-adjusted performance cannot 
be identified.  

The only study, still not published, on the relation-
ship between ESG and private equity funds has been 
performed by Amankwah and Abonge (2011). In 
this study, the authors show an increasing level of 
ESG compliance of venture capital and private equi-
ty funds in the UK and in the US, but they do not 
investigate the impact of adoption of socially re-
sponsible practice on funds’ performance. 

The analysis of the impact of ESG principles’ adop-
tion and private equity funds’ performance is of 
particular interest to researchers in the field of eco-
nomics of socially responsible investments. Specifi-
cally, compliance with ESG requirements in gener-

al, and with the UN PRI framework in particular, 
requires adoption of higher standards of transparen-
cy and disclosure that seem to be in contrast with 
established management practice of private equity 
funds. These funds commonly limit their disclosure 
level in order to protect relevant and sensitive in-
formation that may grant superior investment per-
formance (Beuselinck et al., 2008; Acharya et al., 
2007). The UN PRI program has a specific work 
stream for the private equity market, with the pur-
pose to join limited partners (LPs), general partners 
(GPs), advisors, and fund of funds, to enhance 
awareness and support scheme development and 
implementation of principles for this asset class. As 
of June 2011 the United Nations have issued the 
second edition of a handbook (UN PRI, 2011) that 
emphasises how all involved subjects must play an 
important role in supporting a better and more con-
sistent integration of ESG factors in private equity 
investment decisions. 

3. Data and method 

3.1. Preliminary data analysis. An initial database 
including 1,048 pension funds represented by 381 
management companies, on average nearly 3 funds 
each, is first analyzed. 25 out of 381 management 
companies have signed the UN PRI between 2007 
and 2011: 3 in 2007  that is just one year after the 
program launch  3 in 2008, 8 in 2009, 7 in 2010 
and 4 in 2011 (Source: www.unipri.org).  

Then, in order to assess single investments made by 
funds in the 2006-2011 period, the ThomsonOne 
database has been used to collect relevant standard 
data: period intervening between capital raising and 
the first known investment; number of limited part-
ners (LPs) that have subscribed fund shares; number 
of tranches of the fundraising: number of invest-
ments and number of write-offs for each fund; state, 
year and belonging industry of each investment. 
Following this methodology 1,137 single invest-
ments corresponding to 278 funds between 2006 
and 2011 have been first considered.  

3.2. Sample adjusting. Based on the abovemen-
tioned dataset, analysis has been conducted on all 
funds with vintage year from 2006 that have ad-
hered to the UN PRI and also in the years after es-
tablishment of the UN PRI initiative. Many man-
agement companies already paid attention to CSR 
issues, thus their subsequent adherence to the UN 
PRI program should have not caused sensible 
variations in their investment, reporting and dis-
closure policies towards investors and other 
stakeholders. To build the regression model, im-
pact of all variables collected on performance of 
funds has been assessed. IRR net of fees, investment 
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multiples provided by the funds, and cash multiples 
calculated as a ratio between cash out – distribution 
made by funds managers – and cash in – capital call 
committed by LPs – have been first considered as 
dependent variables. After some test regressions 
conducted on different purpose-built samples, we 
have decided to use solely cash multiple as depen-
dent variable, as it is always significant in all regres-
sions carried out. 

The following explanatory variables have been ana-
lyzed in the study: 

 Compliance to UN-PRI program, measured by a 
dummy variable that assumes a value equal to 1 
if funds are managed by companies that have 
adhered to the UN PRI initiative and 0 if man-
aged by non-compliant companies. 

 Fund maturity, as difference between vintage 
year and beginning of reference period (2006), 
to discriminate possible differences between 
newly established and more mature funds. 

 Time intervening between vintage year and first 

investment, assessed to discriminate between 
funds with immediate investment opportunities 
with regard to launching date and those with a 
more fence-sitting investment strategy. 

 Number of LPs, that can be explained with re-
gard to investors’ interest in a specific fund, and 
to history, attractiveness and track record of the 
management company.  

 Number of fundraising tranches, to assess in-
vestment distribution according to its size, and 
resulting risk that must be supported by limited 
partners. 

 Number of investments, to evaluate whether or 
not a connection between amount of invest-
ments made and final performance of funds can 
be identified. 

 Number of write-offs, indicating number of in-
vestments with no value that are written-off. By 
its nature, this is a variable that can have a sub-
stantial impact on fund performance. 

3.3. Sample statistics. Final dataset is made up of 
135 funds, corresponding to almost 50 per cent of 
overall population of funds over the examined pe-
riod; of these, 25 are UN PRI compliant funds, and 
the remaining are non-compliant ones. Main statis-
tics about the sample built up are shown in Table 1. 
This table also informs about typology of funds 
constituting the dataset; it can be noticed that 
buyouts (33.33%), mid-market instruments (30.37%), 
and to a lower extent venture capital (17.04%), are 
the most represented typologies of funds. 

Table 1. Statistics of investigated sample 

  % Min Max 

Total funds 135    

Buyout 45 33.33   

Midmarket 41 30.37   

Venture 23 17.04   

Distressed 12 8.89   

Special situations 6 4.44   

Real estate 2 1.48   

Fund of funds 2 1.48   

Mezzanine 2 1.48   

Secondary 2 1.48   

UN PRI compliant 21 15.56   

Mean cash multiple 0.20  0.00 1.32 

Time between vintage 
year/1st investment (mean) 

0.59  0 5 

LPs number (mean) 5.10  1 20 

Fundraising tranche number 
(mean) 

1.96  1 6 

Investment number (mean) 8.50  1 79 

Write-off number (mean) 0.11  0 1

Cash multiple was the only variable available for all 
examined funds, therefore it has been taken as depen-
dent variable. Fund maturity, time intervening between 
vintage year and first investment, number of limited 
partners (LPs), number of fundraising tranches, num-
ber of investments and number of write-offs have been 
taken as independent variables, as their significance 
was identified in previous test regressions conducted 
on different samples. Relationship between described 
variables can be explained by the following equation. 

Cash multiple =  + 0 (UN PRI) + 1 (Maturity) + 

2 (Intervening Time) + 3 (LPs Number) + 4 (Fun-

draising tranches Number) + 5 (Investments Num-

ber) + 6 (Write-offs Number) 

4. Results and discussion 

Main results of the analysis are exhibited in Table 2. 

Table 2. Results of multiple regression on private 
equity returns 

 Cash multiple 

Variables Beta t-stat 

Constant  6.562 

UN PRI compliance 0.211*** 2.730 

Maturity -0.522*** -6.556 

Time between vintage year and 1st investment -0.187*** -2.587 

LPs number 0.095 1.322 

Fundraising tranches number 0.097 1.368 

Investments number -0.173** -2.339 

Write-offs number 0.081 1.109 

Adjusted R2  0.412 

Note: ** significance at the 95% confidence level. *** signifi-
cance at the 99% confidence level. 
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Key output of our analysis is represented by signi-
ficance of the UN PRI compliance. Results are satis-
factory, since compliance with the UN PRI program 
is statistically significant with reference to depen-
dent variable. Coefficient value is positive and sig-
nificant at the 99% confidence level, supporting the 
tenet that companies that pay higher attention to 
environmental, social and governance (ESG) re-
quirements can benefit from higher economic per-
formances. The result is particularly revealing as the 
dataset was built with the aim to assure the lowest 
possible imbalance between number of compliant 
and non-compliant funds, discarding all other sam-
ples that were not able to guarantee this condition. 
From a statistical point of view, a sample heavily 
overbalanced towards a value of one of the variables 
would bias validity of the model within the limits of 
that specific variable. Therefore, results obtained 
with reference to the UN PRI compliance variable 
are meaningful, since the dataset was built – as men-
tioned  – with the purpose to include the highest 
possible number of funds adhering to CSR prin-
ciples, at the cost of sacrificing other variables that 
did not show up to be extremely significant in test 
regressions conducted on other samples. 

Adjusted R2 of the model is 41.2%; not an extremely 
high coefficient of determination, but sufficient to 
express some indicatory observations. Incidentally, 
adjusted R

2 of dataset analyzed is the highest of all 
 

other datasets used in test-regressions, so supporting 
non-exceptionality of results obtained from the 
analysis.  

Perhaps, even more important than the result of UN 
PRI compliance itself on private equity perfor-
mances is identification of higher significance of 
ESG commitment variable, approximated by com-
pliance with UN PRI scheme, compared to all other 
features investigated. The only exceptions are va-
riables related to maturity and time intervening be-
tween vintage year and first investment, that have a 
strong negative connection to private equity perfor-
mance, also at the 99% level. This finding was intui-
tively imaginable, since “younger” funds have rec-
orded lower performances than “older” funds. As 
regards all other factors examined, the relationship 
is not as clear as that found for UN PRI compliance. 
As Table 2 shows, most variables, and precisely num-
ber of LPs, number of fundraising tranches and num-
ber of write-offs, have a nonexistent explanatory effect 
on performance. Instead, number of investments 
shows a slight negative influence on performance of 
funds, with a level of significance of 95%. This influ-
ence is, in any case, inferior in absolute value to that 
observed for commitment to ESG issues approx-
imated by UN PRI compliance adherence.  

For the sake of analysis, in Table 3 we present val-
ues of correlation analysis among examined va-
riables. This table shows substantial absence of cor-
relation between each independent variable.  

Table 3. Correlation analysis matrix of explanatory variables 

 
Write-off 

Fundraising tranches 
number 

LPs number UN PRI compliance Intervening time 
Investments 

number 
Maturity 

Write-off 1       

Fundraising 
tranches number 

-0.035 1      

LPs number 0.165 -0.032 1     

UN PRI compliance -0.101 0.047 -0.201 1    

Intervening time 0.117 0.038 0.209 0.067 1   

Investments number -0.250 -0.014 -0.091 0.116 0.250 1  

Maturity 0.125 -0.277 -0.204 0.446 0.125 0.219 1 
 

Based on results obtained from our analysis, the 
tenet in favor of adoption of ESG criteria by private 
equity investors would be supported, thus confirm-
ing some preliminary conclusions achieved by other 
authors (Amankwah and Abonge, 2011). Use of a 
socially responsible approach when conducting eq-
uity investments seems to be beneficial, since it 
probably introduces a more disciplined managerial 
action upon invested companies. Accordingly, these 
are likely to reduce exposure to those risks that may 
affect corporate performance in the long run and 
undermine private equity returns. Towards our con-
clusion, if a positive relationship between ESG cri-
teria commitment and private equity returns was 

further confirmed, we might then underline the par-
ticular relevance of this practice in the private equity 
industry in order to attract more investors and finan-
cial resources. Notwithstanding this important im-
plication, the inclusion of ESG principles in the 
decision-making process within the private equity 
industry encounters a number of technical obstacles 
and limitations that need to be considered (Blanc et 
al., 2009). One reason that could hinder introduction 
or improvement of ESG criteria by private equity 
investors is the relative impossibility to set ESG 
guidelines that can be generally applied to the un-
iverse of invested companies, that are by nature 
characterized by strong diversity (sector, country, 
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development stage, etc.). Moreover, invested com-
panies that are participated by an ESG-compliant 
private equity fund have to allocate more human and 
capital resources to enhance their disclosure extent 
and to comply with more rigid transparency stan-
dards and corporate control. On the one hand, we 
can expect that some companies may be prepared to 
set up higher structured reporting procedures, such 
as large industrial groups or delisted companies 
following LBOs; yet, on the other hand, young and 
high growth ventures financed by private equity and 
venture capital are usually unfamiliar, unprepared or 
unwilling to allocate considerable resources and 
make concerted efforts to adopt stricter reporting 
standards. Another opposing argument to establish-
ment of socially responsible practices by private 
equity funds is limited presence of “ESG rating” 
companies that can specifically assess and monitor 
invested companies and constantly provide an up-
dated evaluation of their ESG performance, then 
helping funds in their decision-making process and 
monitoring activities.  

From an opposite point of view, a number of posi-
tive implications arising from application of socially 
responsible standards, that would be able to offset 
limitations previously discussed, are often reported. 
The first concerns concentration of capital in com-
panies participated by private equity funds that act 
as favorable condition to enhance the communica-
tion process between investors and entrepreneurs/ 
managers; this factor would also facilitate applica-
tion of ESG practice, i.e. not requiring consensus of 
a wide audience of shareholders, as in a public com-
pany with a vast shareholder base. Second, adoption 
of corporate socially responsible criteria may im-
prove the quality of corporate governance standards 
required by private equity investors through the 
compulsory inclusion of disclosure practices (Wang 
et al., 2011). Furthermore, ESG principles may align 
the interests of entrepreneurs/managers with those 
of investors, in order to pursue development of the 
company with a long-term view and to promote a 
dedicated policy to increase value of human capital. 
Moreover, extra-financial measures brought in by a 
ESG framework may be also helpful to monitor 
those intangible and “soft power” risk factors that 
may affect corporate performance (such as image 
and reputation on the market, fairness in the rela-
tionship with labor-force), and to mitigate potential 
tensions that may arise when a private equity in-
vestor puts pressure to improve financial perfor-
mance of the invested company. Finally, adoption 
of socially responsible standards can satisfy sus-
tainable development standards increasingly de-
manded by listed corporations and public authorities. 
 

Whereas, in the case of young and innovative firms 
participated by private equity investors, adherence 
to such requirements may be critical to obtain con-
tracts with key clients.   

For the sake of completeness, part of the literature 
has shown some concerns on the overall role and 
effectiveness of CSR policies in light of unfair busi-
ness practices sometimes perpetuated by the same 
companies worldwide. This thinking claims that 
CSR practices serve mostly to distract attention 
from practices implemented by companies in their 
business and would basically represent a marketing 
and communication tool in order to attract investors, 
rather than to effectively implement sound ESG 
principles. The case of British Petroleum (BP) is 
well-known: BP publishes sustainable reports every 
year to communicate its commitment in environ-
mental issues, but some presumed abuses were re-
ported also by non-academic sources (Palast, 2011). 
“Greenwashing” practices have been widely de-
nounced, especially when implemented by compa-
nies that are then accused of alleged improper prac-
tices in poorest countries (Sachs, 2008). Based on 
these arguments, validity of adherence to the UN 
PRI could be also challenged.  

The UN PRI is a non-state organization which does 
not derive its rule-making authority from nation-
state sovereignty, but from civil society and market 
forces. Such authority is dependent on the organiza-
tion’s degree of social legitimacy, which is a “gene-
ralized perception or assumption that the actions of 
a entity are desirable, proper, or appropriate within 
some socially constructed system of norms, values, 
beliefs and definitions” (Suchman, 1995, p. 574). A 
non-state organization, indeed, gains legitimacy on 
how the organization is perceived by concerned 
external audiences (Suchman, 1995). It is also true 
that commonly international organizations benefit 
from a high degree of uncritical success and they 
can stray from their declared goals (Barnett and 
Finnemore, 1999). Standards are a central mechan-
ism in this kind of organization, even though the 
democratic establishment of many standards is ques-
tionable (Kerwer, 2005).  

As affirmed in the first section of this work, the 
term responsible investment is difficult to define; 
the UN PRI has a desire to have a common globally 
accepted ideology about this topic; however, re-
sponsibility is a too subjective value, which is em-
bedded in normative and cultural institutions. Thus, 
a worldwide accepted definition is impossible. Impli-
citness of responsible investment allows more actors to 
participate without being constrained by an explicit 
definition with which they may not fully agree. 
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Accordingly, some scholars state that the UN PRI is 
less an agent of change and more a means to obtain 
legitimacy, averting social criticism and/or gaining a 
competitive advantage by adopting a more ‘respon-
sible’ image (Gray, 2009). Therefore, the results 
obtained in our work should be assessed considering 
the partial inability of the UN PRI tool to fully rec-
ognize implementation of responsible investment 
practices. 

Conclusions  

Our research aimed at investigating the relationship 
between corporate socially responsible standards 
and private equity returns, by analyzing the impact 
of the UN PRI principles on US private equity 
funds’ performances. According to our results, US 
private equity funds that adhered to the UN PRI 
program in the period from 2006 to 2011 seem to 
benefit in terms of higher returns, measured by the 
cash multiple realized in every single investment. 
Our evidence confirms the positive impact of the 
ESG screens in the investment decision process and 
neglects common criticism that non-financial 
screens restrict investment opportunities and worsen 
investment performance. However, we also point 
out the main limits of our work in order to set the 
avenue for future research and to provide some sug-
gestions for further investigation on this subject. 
First, our results are affected by the limited time 
horizon of the analysis and by the relatively limited 
size of sample. Future studies may extend this em-
pirical work by employing a larger timeframe and 
wider samples. Second, in our sample there are just 

25 UN PRI compliant funds out of a total 135 funds 
analyzed. Even if we consider the portion of UN 
PRI compliant funds on the total sample as satisfac-
tory in this first research attempt, we could expect 
more significant findings on the UN PRI economic 
impact and whether the number of UN PRI funds 
should soar in future. According to available data, 
application of SRI investment schemes to the activi-
ty of private equity funds sharply increased. The US 
SIF Foundation reported a 16 per cent growth in 
private equity and other alternative investments 
(such as property investments and hedge funds) that 
adhered to ESG criteria in year 2011, compared to 
year 2010. Moreover, the same source reported a 
total of 223 ESG-compliant private equity and ven-
ture capital funds active on the US market in 2011 
with $33.9 billion of assets under management, 
equal to 41.9 per cent of the overall ESG alternative 
investment market. Incentive for private equity 
funds to comply with SRI principles is enhanced by 
a mounting new category of investors, like socially 
responsible pension funds, philanthropic and faith-
based funds, that are particularly sensitive to ESG 
rules when selecting investment vehicles or assets in 
which to invest. Thus, we foresee a great need to 
enhance assessment and review of metrics used to 
evaluate alternative financial investments. This 
would permit better characterization of the SRI ap-
proach to equity investments. In addition, it would 
also satisfy a strong and regular necessity to produce 
and update knowledge on performance of ESG-
compliant private equity funds and the role of ESG 
principles in explaining their returns. 
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