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Abstract  

This thesis aims to achieve an enhanced understanding of the complex impact investing 

decision making process drawing on stakeholder management theory, ethical sensemaking, 

and institutional logics, by exploring impact investing decision making within the renewable 

energy sector. Multiple motives and objectives of impact investing decision-makers, 

individual factors, institutional influences, and the various stakeholders’ interactions are 

investigated, which shape the impact investing decision making process and help the 

individuals and organisations to achieve a more stable identity.  

Multiple contributions are made based on conceptual and empirical analysis. First, 

impact investing is conceptualised using an extension of the stakeholder management theory 

and the stakeholder salience framework from the perspective of proximity and value creation 

for a broader set of stakeholder groups. Further to this academic definition of impact 

investing, a behavioural perspective is provided to examine how investors navigate and 

shape their formal and informal institutional contexts and what motivates them to do so 

through ethical sensemaking. To this end, ethical sensemaking is used to understand the 

underlying motivations of impact investing and the actual sensemaking processes during 

actors’ decision making when facing ethical tensions. Then an institutional logics perspective 

is used to offer a deeper understanding of the hybridity of blended institutional logics, 

legitimacy, and institutional work by which individuals, groups, and organisations evaluate 

and organise their everyday activities. Finally, this thesis develops the concept of identity 

through a single case study of a renewable energy social enterprise, by contextualising the 

freedom achieved for stakeholder groups through identity work combining personal, 

relational, and collective identities.  

This study contributes to the ecological focused impact investing literature by offering 

an overview of the development of the field and a focus on some of the key theoretical 
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anchors upon which the empirical examinations are built. The empirical context is set in 

Mainland China to shed light on the issues concerning impact investing decision-makers in 

the face of complex situations and uncertainties within a single and under-researched social-

economic environment. Drawing on interviews with impact investing decision-makers in the 

renewable energy sector, official government documents, media reports, and other secondary 

sources, this thesis extends multiple theories to understand impact investing decision making 

with an abductive approach. This study contributes to the academic discourse on impact 

investing decision making in sustainable energy development, as well as drawing 

implications for practitioners and policymakers in this field.
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Chapter 1: Introduction  

The purpose of the first chapter is to introduce the PhD thesis and set out the research 

aims, research questions, and provide an overview of the structure of the thesis. The five 

articles included in this thesis comprise a coherent representation of the research project, 

which focuses on impact investing decision making in the renewable energy sector.  

Impact investing is a promising field with salient interest from researchers in academia, 

governments, non-governmental organisations, companies, foundations, and other types of 

organisations and individuals. Scholarly interest and activities around impact investing are 

derived from its potential as a form of financing to support the business activities that deliver 

positive social and environmental outcomes alongside a financial return. In particular, impact 

investing shows promise in addressing some of the most intractable global challenges by 

creating social, economic, environmental, and cultural value for society (Ormiston et al., 

2015). Academic literature on impact investing has focussed on systematic literature reviews 

for definitional discussions (Clarkin & Cangioni, 2016; Daggers & Nicholls, 2016), investor 

rationalities drawing on institutional theory (Nicholls, 2010), investment structures (Scarlata 

& Alemany, 2010), catalysing private capital (Geobey et al., 2012; Moore et al., 2012), and 

market formation and evolution (Oleksiak et al., 2015; Ormiston et al., 2015). With the 

increase in interest, impact investing is establishing its own theoretical foundation and 

determining where it sits relative to adjacent fields of social entrepreneurship, 

entrepreneurial finance, and responsible investing. To this end, research still needs to 

investigate how impact investing reconciles with or extends existing theories of organisation 

and entrepreneurship with new empirical and theoretical work.  

Ecological challenges are among the most pressing issues to tackle globally, where 

substantial financial support is needed to support mitigation and adaptation actions that 
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address climate change. The development of renewable energy has the potential to play a 

crucial role in sustainability and climate actions by replacing energy derived from fossil fuel 

sources and bringing social, environmental, climate, and health benefits. A substantial 

amount of investment in renewable energy is required to realise this potential (Bergmann et 

al., 2006; Mazzucato & Semieniuk, 2018; Strantzali & Aravossis, 2016). Similar to impact 

investing, renewable energy investment1 is seen not only as a type of investment to generate 

financial returns for shareholders but also as a tool to address pressing social issues such as 

energy security enhancement, improved environmental impacts in comparison to fossil fuels, 

greenhouse gas emissions mitigation, new job opportunities, poverty reduction, and social 

cohesion (Bergmann et al., 2006; Chodkowska-Miszczuk et al., 2016; Delrio & Burguillo, 

2008). According to the International Energy Agency (IEA)’s latest report, global energy 

investment for renewables and energy efficiency combined has been declining for three 

consecutive years, which could threaten climate goals and energy security (Varro, 2018). 

Much of the research on renewable energy investment focuses on economies of energy 

systems by adopting the assumption of full rationality. Yet, a purely rational techno-

economic perspective will not suffice to explain renewable energy investment decision 

making and how decision-makers deploy resources among competing objectives nor 

overcome renewable energy adoption barriers (Masini & Menichetti, 2013; Safarzynska & 

van den Bergh, 2011; Şener et al., 2018; Yuan et al., 2011). There is a lack of rigorous studies 

examining non-financial issues in the renewable energy investment literature. An emerging 

stream of the literature calls for a broader socio-psychological understanding of renewable 

 

1 Please note that this thesis defines impact investing theoretically in Chapter 3. Renewable energy investment is not synonyms for impact 
investing. However, when it is used in Chapter 6 and Chapter 7, renewable energy investment refers to impact investing in the renewable 
sector, where the empirical data fits the definition of impact investing outlined in Chapter 3. 
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energy research (Masini & Menichetti, 2013; Safarzynska & van den Bergh, 2011; West et 

al., 2010).  

In behavioural economics, the concepts of self-interested utility-maximising agents by 

‘homo-economicus’ are challenged by many social scientists using social preferences and 

bounded rationality (Fehr & Fischbacher, 2002; Kahneman, 2003; Simon, 1986). Impact 

investing, sometimes considered a subset of socially responsible investment or ethical 

investment (Sparkes & Cowton, 2004), reflects investors’ growing consciousness of 

businesses’ social impact and Corporate Social Responsibility (CSR) (Ransome & Sampford, 

2010). Impact investing in the renewable energy sector often mediates the dynamics 

unfolding at the complex intersection of various types of organisations, including 

foundations, private firms, local communities, and state actors. Understanding the decision 

making process of impact investing in the renewable energy sector could enable many 

stakeholders, including policymakers, to leverage the key drivers for renewable energy 

investment, directing greater capital to the sector to achieve climate targets with other 

positive externalities (Masini & Menichetti, 2012).  

Overview of contribution to research 

This thesis examines under-explored phenomena and offers a more theoretically 

anchored understanding of impact investing decision making in the renewable energy sector. 

Research on impact investing has considerable interest and potential but lacks a substantial 

core of theory and data. Scholarly contributions on impact investing are from diverse 

perspectives and cover a range of topics with little shared common ground (Daggers & 

Nicholls, 2016; Nicholls, 2010). In the renewable energy investment literature, Şener et al. 

(2018) conducted a systematic literature review of 60 manuscripts published after 2005 in 

renewable energy deployment, which comprehensively summarised some gaps in this field. 
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This review found that there are underrepresented factors beyond the economic 

considerations regarding scarce resource allocation, where social and environmental factors 

are addressed inadequately (Şener et al., 2018). Şener et al. (2018) also found serious 

underrepresentation for countries studied within the literature, where articles primarily focus 

on the US, the UK, and other OECD countries. This systematic literature review also shows 

disproportionate research using quantitative methods (Şener et al., 2018), which calls for 

more qualitative studies to be added in the literature to explore the nuanced realities in 

renewable energy investment  and address the underrepresentation issues. Another issue in 

this field is the lack of primary data of good quality: within the assessed 60 manuscripts, less 

than 20% uses primary data including both quantitative and qualitative studies (Şener et al., 

2018). This thesis responds to these gaps in both the impact investing and renewable energy 

investment  literature by developing in-depth theoretical understanding of the phenomenon 

and using a qualitative method with primary data collected in Mainland China to address 

decision making process of impact investing made in the renewable energy sector. 

This research project extends beyond the boundaries of a single discipline, which 

requires an understanding of the breadth of knowledge of the scholarly discourse of decision 

making, specifically investment rationality. The theoretical foundations include decision 

making theories in behavioural economics (Kahneman, 2003; Kahneman & Tversky, 1979; 

Simon, 1991), instrumental stakeholder theory and stakeholder salience (Jones, 1995; 

Mitchell, Agle, & Wood, 1997), ethical sensemaking (Thiel et al., 2012; Weick, 1995), 

institutional logics (Thornton et al., 2012; Thornton & Ocasio, 1999), and entrepreneurial 

identity (Stets & Burke, 2000; Żur, 2020). This thesis utilises concepts from these theories to 

understand impact investing practice, to organise research data, to guide the analysis, and 

also extends them with new insights supported by empirical data. This thesis facilitates 
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progress towards scholarly development of the impact investing field, theoretically 

contributing to stakeholder salience theory, ethical sensemaking, institutional logics, and 

entrepreneurial identity work. It contributes new theoretical tools for examining impact 

investing decision making process and explicates the underlying investment rationale. By 

accentuating four theoretical perspectives including stakeholder salience, ethical 

sensemaking, institutional logics, and entrepreneurial identity work, this research sheds light 

on scholarly communication in impact investing decision making which informs future 

research on this emerging field.  

Aside from the theoretical contribution, there are also empirical contributions via the 

data analysis of impact investing decision making processes in the renewable energy sector 

in Mainland China. This thesis contributes empirically to impact investing and the broader 

climate finance field through the generation of rich data and findings from the renewable 

energy sector with practical implications. The academic research of impact investing 

decision making, in turn, plays an increasing role in supporting the development of impact 

investing practice, and ideally, maintains critical perspectives of the practice as it develops.  

Research aims and research questions  

Given impact investing is a nascent phenomenon, the aim of this research project is to 

contribute to a contextualised understanding of how decision makers make investment 

decisions in the renewable energy sector by building on established theories, which serves as 

the basis for further inquiry in this field.  

Impact investing decision making is characterised by uncertainty, interdependence, 

complexity, and shaped by the interactions among stakeholders. To understand the complex 

phenomenon of impact investing, it is necessary to understand the motives and rationales 
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that drive decision-makers to invest in renewable energy projects, as well as the contexts in 

which they made these investment decisions. The overarching research aim of this project is 

to understand the construction of impact investing decision making process. With this 

research aim driving the design and presentation of the thesis, a number of sequential 

research questions guide this inquiry more specifically:  

Research Question Theoretical Imperatives  Relevant Chapter 

RQ1: How to understand, define, 

and explain impact investing 

decision making using established 

theories in management ?  

Need to define and explicate the 

theoretical bases of impact 

investing.  

Stakeholder salience theory with 

the development of a new attribute: 

proximity.  

Chapter Two 

Chapter Three 

RQ2: How do impact investing 

decision-makers construct their 

decision making process with 

multiple conflicting objectives?   

Ethical decision making  

Ethical sensemaking  

Context-specific reasons  

 

Chapter Five  

RQ3: How do institutional forces 

influence key actors in impact 

investing in the renewable energy 

sector? 

Institutional logics and 

institutional work  

Chapter Six 

RQ4: How is renewable energy 

investment  decision making 

influenced by impact investee’ 

identity formation? 

Identity and identity work  Chapter Seven  

Table 1. Outline of research questions.  

Table 1 outlines the research questions, the theoretical imperative driving the questions, 
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and where in the thesis they are addressed. The research questions belong to the explanatory 

question type (Dillon, 1984). They emerged both from the intentional design of the research 

project and from the fieldwork, using the same empirical dataset with emphasis paid to 

stakeholder salience, ethical sensemaking, institutional logics, and identity. These research 

questions are also articulated and used as frames in each of the associated chapters and the 

publications that anchor them.  

Structure of the thesis  

The core theoretical background, research methodology, findings, and discussion that 

comprise the contribution of this thesis is spread across five articles. Table 2 below outlines 

how these articles contribute to the thesis as a whole and how they collectively provide the 

essential elements. Each publication is the primary component of the associated chapter, and 

each is accompanied by a preamble to ensure linear coherence.  
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 Literature 
review & 

Theoretical 
background 

Methodology & 
Empirical 
findings 

Analysis Contribution Future 
research & 

Implications 

Article one 
(Chapter 2)  

Book chapter with 
theoretical 
directions  

      

Article two 
(Chapter 3)  

Stakeholder 
salience 

     

Article three 
(Chapter 5) 

Ethical 
sensemaking 

     

Article four 
(Chapter 6) 

Institutional logics 
of SOEs 

     

Article five 
(Chapter 7)  

Identity and 
freedom 

     

Table 2. Outline of thesis elements. 

This introductory chapter outlines the aim of the entire research project and the research 

questions, as well as indicates the structure of the thesis as a whole. Chapter two: 

‘Theoretical focus and research agenda’ introduces the theoretical foundations for the thesis 

and how these theories could be used to understand and explain the impact investing field. 

Its purpose is to lay out the theories utilised and extended in the thesis, including stakeholder 

salience, ethical sensemaking, institutional logics, and identity. It also considers future 

research opportunities in the field of impact investing using these theoretical lenses. Chapter 

three: ‘Stakeholder Theory of Impact Investing’ engages with the stakeholder salience 

literature by defining impact investing practically and theoretically using the concept of 
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value creation. Its theoretical contribution lies in the extension of the attribute ‘proximity’ in 

the stakeholder salience framework and the inclusion of the natural environment as a 

legitimate stakeholder in the impact investing field. This chapter defines impact investing 

while extending stakeholder management theory and serves to set up the thesis in terms of 

exploring how to understand impact investing motives and the various factors that influence 

the impact investing decision making processes. Following these two conceptual papers, this 

thesis moves on to explore the empirical analysis on impact investing decision making made 

in the renewable energy sector in China, along with the comprehensive planning of the 

methodology choice of this research project. Chapter four: ‘Methodology’ outlines the 

research methodology employed in this research project. This chapter commences with an 

overview of the methodology and establishes the constructivist/interpretivist paradigmatic 

positioning of the research and the researcher. The research approach was abductive with 

data collected through a combination of in-depth interviews and secondary research. The 

geographical context, which incorporates social-cultural contexts and renewable energy 

investment  related policy, is an underlying factor that influences renewable energy 

investment decision making processes. Therefore, data collection was limited to Mainland 

China to maximise the homogeneity of research context, with interview being conducted 

with renewable energy investment  decision-makers.  

The first empirical article, Chapter five: ‘Ethical Sensemaking in Impact Investing’ 

contributes to an enhanced understanding of the complex ethical sensemaking processes of 

impact investors. Considering the ethical tensions faced by impact investors with mixed 

motives, this article investigates how decision-makers use context-specific reasons to make 

sense of and shape the renewable energy investment process. The findings show that 

prosocial, personal, reputational, and economic motives are the main drivers of renewable 
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energy investment, with prosocial and personal motives being value-based, and reputational 

and economic motives being evidence-based. This article also finds three different modes of 

ethical sensemaking (pragmatic, retrospective, and forecasting), allowing for the 

construction of the four motives noted above. These motives are based on the context-

specific reasons for impact investing decision-makers in the renewable energy sector.  

Moving from the motives and modes of ethical sensemaking of individual impact 

investors, Chapter six: ‘Impact Investing from an Institutional Logics Perspective’ analyses 

the same data set based on institutional logics and institutional work. While the previous 

chapter looks at impact investor’s individual motives to engage in renewable energy 

investment and their ethical sensemaking processes, this chapter examines the decision 

making processes on an institutional level. Institutional logics greatly influence individuals’ 

and organisations’ impact investing decisions, especially for impact investors who are facing 

contrasting institutional pressures and expectations (Teixeira et al., 2017). This chapter 

investigates the renewable energy investment decision making process in the two types of 

dominant organisations in the renewable energy investment field: state-owned enterprises 

(SOEs) and commercial companies in Mainland China. Findings show that organisations 

with institutional work pursuing an overall sustainability logic demonstrate strong efficiency 

and anti-corruption identities, regardless of the organisational structures and types. Different 

organisational types of SOEs and commercial companies operate in a similar manner despite 

their different origins and logics in this instance. This study enriches our understanding of 

institutional complexity in the sustainability field.  

Chapter seven: ‘Social Entrepreneurs’ Identity and Freedom’, elaborates on the barriers 

and enablers for an impact investee organisation and the founder. Looking closely at an 

investee organisation, the investee’s identity based on an extended identity theory is 
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developed for freedom in the social entrepreneurship literature. This paper contributes to the 

scholarship on social entrepreneurial identity and which in turn assists investors in 

understanding and appreciating investees in order to fit with their long-term development 

when making investment decisions. This paper explores how social entrepreneurs’ freedom 

is enabled and constrained by their different sources of identities and associated identity 

work. Empirically, this article develops a single case study of a Chinese social enterprise that 

provides solar lighting solutions to ‘bottom of pyramid’ communities. This paper illuminates 

how the identity of social entrepreneur influences the founder’s and the organisation’s level 

of freedom, and the broader implications in entrepreneurial identity literature and access to 

impact investing through a discussion of social identities and freedom. Three sources of 

social entrepreneurs’ identities are identified: personal identity, relational identity, and 

collective identity. A framework around the three sources of identity and the process of 

identity formation through identity work is developed. It is argued that this leads to more 

freedom for the social entrepreneur and stakeholders, building on Chapter three’s discussion 

of stakeholder salience and value creation. 

The final chapter, Chapter eight: ‘Concluding and looking forward’ concludes the thesis 

by reiterating the theoretical and empirical contributions of the study and presenting them in 

a single conceptual framework. The limitations and the potential future research stemming 

from this study are presented and summarised here2.  

  

 

2 Detailed limitations and the potential future research opportunities are discussed in each of the individual articles, and Chapter 2 in 
particular lays out a research agenda. 
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Chapter 2: Theoretical Focus and Research Agenda  

The purpose of this chapter is to establish the rationale for the aforementioned research 

questions, outline the past and present research in the field, explicate the relevant gaps, and 

give a structured theoretical base drawn from the literature. Before introducing the article in 

this chapter, some complementary literature on ethical and contingent decision making are 

covered to give the background of how RQ1 is approached in this thesis.  

Studied from various disciplines, renewable energy investment’s interdisciplinary 

qualities align with the theoretical underpinning to be embedded in the decision making 

literature, which bridges behavioural economics and cognitive psychology. Renewable 

energy investors are decision-makers and, at the same time, human beings who are subject to 

bounded rationality and other principles prevalent in the decision making literature. The 

most relevant and established sub-topic concerning the empirical phenomena within the 

decision making literature is contingent and ethical decision making in firms. 

Researchers have examined individual variables such as age, gender, level of education, 

moral intensity (Jones, 1991), and locus of control; and situational variables like job context 

variables, organisational culture, and environmental influences that influence ethical decision 

making (Loe et al., 2000). Some researchers have also developed an integrated model 

describing the ethical decision making process and decision variables considered by 

managers, including both individual and situational variables (McDevitt et al., 2007). Aside 

from individual and situational factors, the ethical decision making process is also affected 

by issue-contingent factors, affecting an issue’s salience and vividness (Jones, 1991). Issue 

contingents include the magnitude of consequences, social consensus, proximity, and 

temporal immediacy, which are likely to increase the moral intensity and greater sensitivity 

to ethical issues (Barnett & Valentine, 2004). 
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‘Theories of choice are at best, approximate and incomplete. One reason for this 

pessimistic assessment is that choice is a constructive and contingent process’ (Tversky & 

Kahneman, 1992, p. 317). This early emphasis on contingent decision making is 

compatible with the further development of the adaptive decision maker concept, 

contending that decision making is a highly contingent form of information process, 

reflecting an individual’s compromise between accuracy and effort (Payne et al., 1993). 

This thesis adopts an adaptive/incremental approach to the complexities and uncertainties 

associated with the renewable energy investment decision making process. 

In Jones’s (1991) synthesis of a four-stage ethical decision making model, the process 

begins with the environment incorporating social, cultural, economic, and organisational 

factors, directly influencing the subsequent moral issue recognition, moral judgment, moral 

intent establishment, and moral behaviour engagement. Ferrell and Gresham (1985) 

developed a contingency framework to explain how individual factors, environmental, and 

opportunity for action moderate ethical decisions. The influence of cultural and group norms 

and values on ethical decision making was also noted in their contingency framework with a 

sound base in previous literature within a business context (Ajzen & Fishbein, 1977; Ferrell 

& Gresham, 1985). Early research by cognitive psychologists using experimental settings 

has acknowledged that decision-makers construct reasons and arguments in order to justify 

their choice, which relates to uncertainty, conflict, context effects, and normative rules 

(Shafira et al., 1993).  

The following article addresses a significant gap in the theoretical discussions on 

impact investing decision making. This gap derives from the lack of an integrated framework 

that clarifies and synthesises the multiple theoretical perspectives that could better explain 

how decision-makers make renewable energy investment decisions. This chapter 
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demonstrates how existing management and behavioural theories can be utilised and 

extended to understand impact investing decisions made in the renewable energy sector, 

where this decision making process is influenced by potentially conflicting objectives and 

stakeholder interactions. It offers three theoretical lenses to investigate the impact investing 

field, where institutional logics, stakeholder management theory, and sensemaking are 

woven together using the concept of identity. An institutional logics perspective opens 

research avenues for the hybridity of blended institutional logics, legitimacy, and 

institutional work by which individuals, groups, and organisations evaluate their everyday 

activities and organise those activities. Stakeholder management theory and the stakeholder 

salience framework help managers to identify and prioritise stakeholder groups. Further to 

this point, this paper offers a behavioural perspective to examine how investors navigate and 

shape their institutional contexts and what motivates them to do so through ethical 

sensemaking.  

The discussion of these theoretical lenses provides the basis for the subsequent chapters 

included in this thesis and offers a research agenda for future research. This chapter 

contributes to the environment focused impact investing literature by offering an overview of 

the development of the field and a focus on some of the key theoretical anchors upon which 

a future research agenda can build. 
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Financing a Sustainable Planet: Research Agenda for Impact Investing in the 
Renewable Energy Sector from an Identity-based View3 

Introduction  

Climate change, air and water pollution, and other environmental issues are among 

the most pressing concerns for humanity. These human-induced negative impacts have far-

reaching and long-term social implications beyond the harm to the natural environment and 

ecological balance. Climate change, for example, is highly inequitable, influencing the 

poorest populations and developing countries the most, who tend to have lower adaptive 

capacity to climate risks (Campbell-Lendrum & Corvalán, 2007). These complex challenges 

are driving changes in attitudes and behaviours for various stakeholder groups such as 

policymakers, firms, non-governmental organisations, social enterprises, communities, and 

the financial market as a whole. Global commitments such as the Sustainable Development 

Goals and Paris Accord have been initiated to drive governmental leadership and to catalyse 

action from actors across various sectors to tackle climate change and other environmental 

issues. But we still have a long way to go to reach the targets we set for ourselves. The 

development of social finance has the potential to play a crucial role in addressing these 

challenges by offering sustainable finance solutions to achieve social, environmental, 

climate, and health outcomes. Substantial research in the field of impact investing is required 

to realise this potential. This chapter reviews the literature of this emerging field from a 

selection of key theoretical bases and offers a research agenda for future research. 

Impact investing is a form of social finance that uses investment tools traditionally 

belonging to the private sector to bring about social and/or environmental impacts. As a 

 

3  Meng T. & Newth J. (in press). Financing a Sustainable Planet: Research Agenda for Impact Investing in the Renewable Energy Sector 
from an Identity-based View. In O. M. Lehner (Eds.), A Research Agenda for Social Finance. Edward Elgar Publishing.  

 



27 

 

subset of socially responsible investment or ethical investment (Sparkes & Cowton, 2004), it 

reflects the society’s growing consciousness of businesses’ social impact and responsibility 

(Ransome & Sampford, 2010), and the belief that business can go beyond minimising the 

harm of its practices to play a key role in addressing social and environmental problems. 

Impact investing brings purpose into private capital that funds innovative solutions to wicked 

problems, and the development and growth of businesses that are socially and 

environmentally sustainable. Not only is new knowledge regarding the policy, strategy, 

execution, ethics, and measurement (among many other things) of impact investing 

important for the development of more sustainable economies, but it also presents a rich and 

interesting research field. This is because of the confluence of institutional pressures, 

stakeholder interaction, personal motivations and behavioural factors that enable and 

constrain the actions of investors, investees, entrepreneurs, and policymakers. We start by 

reviewing the development of impact investing research over the past two decades from a 

selection of disciplines. Located in management research, the concept of identity is used as a 

thread to offer research avenues in institutional logics, stakeholder management theory, and 

sensemaking from a behavioural perspective.  

Development of impact investing research  

Impact investing can be considered as a subset of the broader context of social 

finance (Daggers & Nicholls, 2016; Mendell & Barbosa, 2013). Research in impact 

investing is driven by the growing ‘impact capital’ market development across many 

countries over the last two decades, with USD 239 billion in impact investing assets under 

management (Mudaliar et al., 2019). Broader concepts with environmental appeal such as 

circular economics (Zink & Geyer, 2017), low-carbon economy (Bridge et al., 2013), and 

blue economy (Silver et al.,2015) are gaining momentum among stakeholder groups, leading 
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to growing attention to impact investing as a key financial tool to overcome various 

environmental challenges and to enable the business models to operationalise these forms of 

venturing. However, the field of impact investing has yet to be established as an academic 

paradigm of its own due to its blurred definition and boundaries with fragmented 

development across disciplines (Daggers & Nicholls, 2016).  

Interdisciplinary research in the field of impact investing is common and reflects the 

interdisciplinarity and blurred boundaries of the impact investing practice. This 

interdisciplinarity is reflected and enhanced by the lack of consensus on language and 

terminology use within impact investing research and practice. Various terms refer to the 

related concepts, including social impact investments (Daggers & Nicholls, 2016), 

environmental finance (Linnenluecke et al., 2016), sustainable investment (Talan & Sharma, 

2019), green finance with an environmental focus (Azhgaliyeva & Liddle, 2020; Pham, 

2016), blue finance with a focus on ocean conservation and coastal ecosystems (Wabnitz & 

Blasiak, 2019) are used by both researchers and practitioners. These terms all refer to 

variations in investment approach and intended impact. For example, in sustainable 

investment, the integration of environmental, social, and governance (ESG) factors in 

investment decision making is one of the core research areas and has become a mainstream 

investor practice (Talan & Sharma, 2019). However, in impact investing, most research is 

derived from sustainable development (Bugg-Levine & Emerson, 2011), social 

entrepreneurship (Mair et al., 2015), sustainable entrepreneurship (Schaltegger & Wagner, 

2011; Shepherd & Patzelt, 2011), and social innovation (Moore et al., 2012) using 

institutional theories and concepts in management research.  

Impact investing’s blurred boundaries are also reflected in the many activities it 

includes. Impact investing incorporates many areas such as development finance, social 
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enterprise financing, clean-tech investment, and renewable energy investment. Despite the 

blurred boundaries, or perhaps because of them, these sector-specific topics remain largely 

separate from the main impact investing discourse that has developed within the social 

entrepreneurship literature. Renewable energy investment, for example, can be approached 

from various disciplines, but most renewable energy investment research adopts the 

perspectives of energy economics and energy policy (Alagappan et al., 2011; Sangroya & 

Nayak, 2017), natural science in terms of carbon emission and ecology (Hultman et al., 

2010), and engineering with attention paid to clean technology resolutions.  

Furthermore, the issue is complicated by the various financing tools employed by 

impact investors. Although impact investing’s focus is on impact and financial returns, 

which are the ends, rather than on instruments, which are the means, the range of financial 

instruments and asset classes and their innovative deployment is central to the defining 

characters of impact investing. The investment itself can take the form of debt, equity, cash, 

or other hybrid finance, and can come from various sectors, including social, private, and 

public sectors (Nicholls, 2010; Ormiston et al., 2015). There remain many barriers to 

channelling capital into impact investing that calls for further development of a secondary 

market to increase liquidity, intermediary support to improve the deal flow of investable 

social ventures, and shifts in institutionalised thinking around shareholder primacy, and 

bringing institutional investors into impact investing (Mendell & Barbosa, 2013). Finance 

and public policy researchers have looked at the sources of funds such as venture capital 

funds, pension funds, sovereign funds, and infrastructure funds (Barber et al., 2019); specific 

types of financing instruments such as bonds, including social impact bonds (Edmiston & 

Nicholls, 2018; Jackson, 2013a), green bonds, blue bonds, and the related managerial 

incentives in bond/financial securities design (Chowdhry et al., 2015). Social impact bonds, 
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for example, are payment-by-results contracts that brings private investment into outcome-

based commissioning to fund novel interventions to deliver specific outcomes for a specific 

stakeholder group (Edmiston & Nicholls, 2018). Green bonds are fixed-income securities 

aimed at increasing the flow of capital to environmentally beneficial projects (Ehlers & 

Packer, 2017). Empirical researchers have looked into green bond development in terms of 

the volatility of the green bond market (Pham, 2016), the yield in comparison with 

conventional bonds with non-pecuniary motives of the investors (Zerbib, 2019), and the 

correlation between the green bond and financial markets such as corporate and treasury 

bond markets (Reboredo, 2018).  

As this section has demonstrated, impact investing with an environmental focus such 

as green finance is interdisciplinary in nature, and is yet to become an established paradigm 

in management research. The lack of theories that are native to the field creates challenges 

for researchers looking to meaningfully advance the field. The challenge, therefore, is to 

move beyond impact investing in the renewable energy sector merely as an interesting 

context to consider the theoretical contributions that can be made from researching this 

context. The specific research questions this field raises and the new knowledge that is 

required for its development will facilitate our endeavours to achieve global sustainability 

imperatives. Moreover, this field creates the opportunity to build theoretical bridges to more 

established fields to understand impact investing phenomena and, ultimately, to use these 

insights to contribute back to those fields.  

Here we identify three research avenues located in business management derived 

from institutional logics, stakeholder management theory, and sensemaking based on 

behavioural perspective from an identity-based view in the field of impact investing. While 

there are myriad theoretical lenses through which to view this activity, we discuss these three 
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here as they open especially fertile avenues for research and reveal critical research questions 

for building our fundamental understanding of the drivers and barriers to this important and 

growing field.  

An identity-based approach  

Identity is a concept that provides a common thread through our discussion of 

institutional logics perspective, stakeholder management theory, and ethical sensemaking in 

environmentally-driven impact investing. The term ‘identity’ has considerable variability in 

its meanings and theoretical conceptualisation. Identities refer to the self that composed of 

various meanings persons attach to multiple roles (Stryker & Burke, 2000). Identities are 

widely recognised and meaningful categories and classes that people apply to themselves 

with each identity’s expected behavioural standards (Wry & York, 2017). The concept of 

identity combining both social identity theory and identity theory creates an integrated view 

of the self, with the group, the role, and the person as the bases of identity (Stets & Burke, 

2000). The self is a group-based concept, where individuals have many identities in distinct 

networks of relationships in which they occupy positions and play roles. Social roles are 

expectations attached to positions occupied in networks of relationships where identities are 

internalised role expectations and meanings (Stryker & Burke, 2000).  

Patterns of organisational action are affected by individuals’ interpretations and 

motivations, which is guided by organisational identity (Dutton & Dukerich, 1991). People 

can manipulate these identities to maximise who they want to be and how they want to be 

perceived by others, which is also reinforced or constrained by institutional factors. In 

impact investing, actors often define their identities by their stated social missions, which 

can be used as legitimisation strategy to idealise their identity (Lehner et al., 2019). 

Communication gaps between the involved actors are therefore common in impact investing 
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due to the different discursive foci associated with their distinctive identities (Lehner et al., 

2019). As multiple identities and communication gaps create tensions and equivocality, 

sensemaking is used by actors to navigate these. This sensemaking can best be understood in 

conjunction with the strong guiding influence of institutional logics.  

Institutional logics is inherently a cross-level concept that can be applied to 

individuals, groups, organisations, and wider social contexts. Individuals within 

organisations and organisations themselves have varying identities and subtle variations in 

their logics. Social identity theory and stakeholder theory are often utilised in identity-based 

analysis to explain these institutional phenomena. For example, Wry and York (2017) used 

an identity-based approach linking identity theory, institutional logics, and entrepreneurship 

to explain opportunity recognition in social enterprise creation. In terms of stakeholder 

theory, organisational identity consists of participants’ shared perception of the entity that 

drives behaviour, which links directly to the mandate of stakeholder theory (Brickson, 2007). 

Commercial companies are considered to have a combination of an individualistic 

orientation, a relational orientation, and a collectivistic orientation, where the latter two go 

beyond self-interest to create social value for stakeholders (Brickson, 2005, 2007).  

The social categories that people identify with influence their ‘self-concept’ and 

behaviours ( Smith & Woodworth, 2012), and a single individual or a single organisation can 

have multiple and varied identities. The behaviours associated with a certain identity can 

come into play when that identity salience is high. Identity salience is the probability that an 

identity will be activated or invoked in various situations, where higher salience of an 

identity leads to greater probability of the behaviours according to the expectation attached 

to a particular identity (Stryker & Burke, 2000). Under different conditions, the group, role, 

and personal identities may reinforce or constrain the self (Stets & Burke, 2000). In the field 
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of impact investing, various actors from different sectors interact with each other, each has 

different identities influenced by behavioural factors with inherently hybrid thinking 

incorporating both social and commercial logics.  

Institutional logics  

An appreciation of the institutions and the institutional logics which underpin the 

strategies and decisions of relevant actors is a fundamental line of enquiry for the 

understanding of impact investors and impact investing markets. This is because impact 

investing often operates amidst the dynamics unfolding at the complex intersection of 

various types of organisations, including foundations, private firms, local communities, 

entrepreneurs, and state actors. Institutional logics are socially constructed and historically 

contingent patterns of material practices and symbolic systems including assumptions, 

values, and beliefs by which individuals and organisations provide meaning to their social 

reality, organise time and space, and reproduce their lives and experiences (Thornton & 

Ocasio, 1999). In this way they determine both ends and means, engendering categories and 

motives as the bases for individual and organisation’s actions (Friedland & Alford, 1991). 

Actors’ behaviours are the manifestations of their embedded institutional logics, while 

simultaneously actors’ material practices shape institutional logics (Thornton, Ocasio, & 

Lounsbury, 2015). Therefore institutional logics shape individual preferences, organizational 

interests, and the behaviours to attain those preferences and interests (Thornton et al., 2012), 

and consequently have a profound impact on the decision making process in an organisation. 

An institutional logics perspective emphasises the mechanisms and the variety of 

substantive contexts where institutional orders are temporally and contextually dependent 

(Thornton et al., 2015; Tracey, 2012). Institutional orders are made up by institutional 

content, of which legitimacy, values, and practices are the building blocks (Thornton et al., 
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2012). Legitimacy is the expectation and perception that the behaviours of an entity in a 

given social system are desirable or appropriate (Suchman, 1995) and can be defined from 

three unique epistemological and ontological positions: theorising legitimacy as a property, 

an interactive process of social construction via renegotiation of prevalent legitimacy, and a 

form of perception or evaluation (Suddaby et al., 2017). Research has shown there is a strong 

connection between the social identity of actors and legitimisation strategies of organisations 

(Lehner et al., 2019). One legitimising strategy employed by organizations that incorporates 

competing institutional logics is selectively coupling intact elements prescribed by each 

logic to project legitimacy and propriety to external stakeholders (Pache & Santos, 2013).  

Similar to social entrepreneurship, impact investing demonstrates institutional logic 

hybridity that combines the typically conflicting social welfare and commercial logics 

(Nicholls, 2010). Multiple institutional logics can coexist, interact and compete for 

influence, and sometimes no single logic dominates (Friedland & Alford, 1991; Thornton, 

Ocasio, & Lounsbury, 2015). Such organisational contexts with multiple institutional logics 

operate in a context of institutional complexity, where some organisations prioritise a single 

institutional logic, and some couple and innovate to balance several institutional logics (Mair 

et al., 2015). When actors are able to reconcile and exploit competing institutional logics, 

they enable mechanisms of institutional change (Dimaggio, 1988). 

Disruptive institutional change is built by the process of institutional work embedded 

in individuals’ and organisations’ day-to-day practices. An institutional work perspective 

examines ‘the practices of individual and collective actors aimed at creating, maintaining, 

and disrupting institutions’, explaining how individual agency influences the institutions and 

the interactions between actors and institutional structures (Lawrence et al., 2011). 

Institutional change, such as the emergence of new organisational forms, happens through 
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forms of institutional work that combines established institutional logics to create a hybrid 

logic (Tracey et al., 2011). Impact investing as an area of friction between the institutional 

logics, is one such example, as it seeks to blend the logics of social and financial value 

creation into new models of finance (Battilana & Dorado, 2010; Glänzel & Scheuerle, 2016). 

Linking back to legitimacy, the hybrid positions taken by impact investing and social 

enterprises create legitimisation issues. Institutions with hybrid logics put effort into being 

aligned with stable positions in an existing field while also taking a position that leads to 

institutional change to gain legitimacy (Granados & Rosli, 2019). 

Pertinent to legitimacy and institutional work, organisational identity is defined as the 

central, distinctive, and enduring attributes of an organisation’s character (Albert & Whetten, 

1985; Whetten, 2006). Identities and associated practices are at the core of institutional 

logics as the linkages to organisational processes (Thornton et al., 2012). Organisational 

identities can be relatively fluid as well to adapt to changes, where an entity can have 

multiple and conflicting organisational identities (Gioia et al., 2000). Actors and 

organisations with multiple identities can variously align with different institutional logics to 

make sense of and evaluate their everyday activities. For example, as one type of impact 

investee, social ventures exhibit dual identities compared with traditional enterprises, namely 

an equivalent utilitarian organisational identity that is entrepreneurially oriented, and a 

greater normative organisational identity that is social-oriented (Moss et al., 2011). The 

institutional logics perspective, therefore, brings concepts of institutional orders, legitimacy 

and legitimising strategies, institutional change based on the process of institutional work, 

and identity formation to the fore, to be examined and further developed in the impact 

investing context.  
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Stakeholder management theory  

Stakeholder theory originated from Freeman’s seminal work (1984), which has acted 

as a platform for considerable business ethics and corporate social responsibility literature. 

Subsequent research conducted by Donaldson and Preston (1995) argues that stakeholder 

theory contains a theory of three different types, namely descriptive/empirical, instrumental, 

and normative (Donaldson & Preston, 1995; Jones, 1995). Descriptive stakeholder theory 

presents a model describing how organisations manage or interact with stakeholders; the 

normative model prescribes how organisations ought to treat their stakeholders; and the 

instrumental theory links means and ends (Freeman, 1999). Instrumental stakeholder theory 

was later developed by Jones (1995), who asserts that firms will gain a competitive 

advantage if they can establish relationships with their stakeholders based on ethical 

principles (trust, trustworthiness, and cooperativeness), which explains why certain 

behaviours heretofore thought to be irrational or altruistic are, in fact, entirely compatible 

with economic objectives. The combination of social, environmental, and financial 

objectives make stakeholder management theory relevant to social entrepreneurship and 

impact investing research because it provides a lens through which to analyse how and why 

the pro-social and/or pro-environmental actions are enabled and/or constrained by 

institutional contexts through the viewpoint of the stakeholders and their expectations. Here 

we discuss two research avenues on the locus of stakeholder analysis and the stakeholder 

salience framework.  

Locus of stakeholder analysis  

The locus of the original stakeholder management theory is the managers of firms 

(Mitchell et al., 1997). Much of the emergent academic literature in impact investing focuses 
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on investment logics and investor rationalities with investors (investment managers) being 

the locus analysis (Chowdhry et al., 2015; Lazzarini et al., 2015; Nicholls, 2010) with other 

actors often lacking sufficient attention. This has left an opportunity for impact investing 

researchers to shift the locus of stakeholder analysis to other stakeholder groups to contribute 

to a more rounded theory. By considering the institutional logics tensions, legitimacy 

challenges, and multiple identities of various stakeholder groups around impact investing 

from the perspective of each group we could better elucidate the constraints and 

opportunities of this phenomenon.  

The key actors that could be the locus of stakeholder analysis in the impact investing 

field include investors, investees, community, the government, and the natural environment.  

These five actors are identified in previous research in impact investing as being active in the 

field and are all strongly interconnected. Some scholars have simply distinguished the actors 

as investors, intermediaries, and investees (Brandstetter & Lehner, 2015), while others 

empirically identified four archetypes of actors based on their social missions and core 

activities, namely social investors, sustainable financers, enablers, and impact entrepreneurs 

(Lehner et al., 2019). Our five actor approach adds the natural environment and the 

community to the ‘actor list’ by expanding the understanding of what constitutes a 

stakeholder. Investors form the most common locus of analysis in impact investing, where 

researchers focus on investor’s investment rationale and logics (Nicholls, 2010), impact 

investors’ roles, and how they gauge and approach conflicting performance dimensions 

(Lazzarini et al., 2015). Investees are often studied together with investors (Glänzel & 

Scheuerle, 2016) or through its relationship to the investors (Agrawal & Hockerts, 2019), 

where social enterprise and for-purpose business can be the archetypical organisational form. 

One promising research avenue is to look at social entrepreneurs in the investee organisation. 
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These social and sustainable entrepreneurs present a promising avenue for insight into the 

issues and challenges on the demand side of impact investment capital (Houtbeckers, 2016). 

This is because for many instruments, especially equity-based instruments, entrepreneurs are 

at the heart of the investee and their focus on the preservation of nature, life support, and 

community present challenging contexts in which to create value for investors (Hoogendoorn 

et al., 2019; D. A. Shepherd & Patzelt, 2011). Why these entrepreneurs seek these prosocial 

or altruistic ends, how opportunities are found and shaped, and how these propositions elicit 

capital of various kinds from various sources are examples of the fertile research questions 

that emerge from this locus on analysis. 

The ‘community’ stakeholder group in impact investing refers to those within physical 

proximity to the investee’s main activities, and those that have similar interests and purposes, 

or people within a professional group (Dunham et al., 2006). The community can also be the 

consumers or users of the investee’s services and products. Using the field of renewable 

energy investment as an example, the literature has investigated energy user participation, 

such as the role of users in the technology innovation processes (Ornetzeder & Rohracher, 

2006), and managing distributed energy resources through demand response by user 

participation in micro-grids (Nunna & Doolla, 2014). Further research using community as 

the locus of stakeholder analysis will bring insights to our understanding of impact investing.  

The government as policymaker also influences and benefits from impact investing 

projects. Governments can use policy mechanisms such as feed-in-tariffs, establish wholesale 

funds, quotas, offer subsidies, tax or credit incentives, sales tax exemptions, and green 

certificate schemes as incentives to promote the development of impact investing with an 

environmental focus. Government has the power to facilitate the legitimisation of impact 

investing by working with investors and entrepreneurs, and educating the communities. The 
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development of these projects, in turn, helps governments to meet carbon emission goals, 

promote local economic growth, facilitate the recovery of ecosystems and sustainable use of 

natural resources, and enhance energy security and supply.  

Increasingly impact investors, social entrepreneurs, and environmentally conscious 

consumers are giving increased salience to the planet, its natural ecosystems and non-human 

life. For these reasons and due to the moral imperative that is increasingly becoming 

embedded as a societal value, the natural environment and the non-human life it contains can 

therefore also assume stakeholder status (Starik, 1995). This position values the natural 

environment not only for resources it provides and the ways it sustains human activities, but 

holds that it has value in its own right as an ecological system independent of society 

(Driscoll & Starik, 2004). In environmentally focused impact investing, the natural 

environment is afforded greater salience from managers, and is often represented by an agent 

to voice its interests and needs. In an advancement on agent representation, some 

jurisdictions have given features of the natural environment personhood, thereby recognising 

them as entities possessing juridical rights. Advocates for the protection of the natural 

environment consider this a promising tool to protect environmental interests (Gordon, 2018). 

For example in New Zealand, the Te Urewera National Park and Whanganui River were 

given personhood granting them legal rights like other stakeholders, which also reflects the 

aspirations of indigenous peoples for the land (Sanders, 2017). We encourage future research 

to investigate the natural environment as the locus of the stakeholder analysis, which goes 

beyond taking it as a legitimate stakeholder and will extend our understanding of stakeholder 

management theory.   
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Stakeholder salience revisited  

Stakeholder salience framework is widely used to predict the level of salience of a 

stakeholder group on three attributes, namely power, legitimacy, and urgency (Mitchell et 

al., 1997). The three attributes were later developed into four to include proximity, which are 

useful tools to understand stakeholder relationships in impact investing (Driscoll & Starik, 

2004; Mitchell et al., 1997). Like the link between legitimacy and identity discussed earlier, 

the concepts of power, urgency, and proximity also derive from institutional theories and 

have identity-related mandates in their meaning and implication. Power is the imposition of 

an actor’s view despite resistance to it (Weber & Henderson, 1947). Urgency means that 

stakeholder salience is time-sensitive and critically important (Mitchell et al., 1997). 

Proximity indicates both physical distance and conceptual proximity (Driscoll & Starik, 

2004). We believe that further development of these concepts and the extension of this 

framework to include more attributes for both human and non-human stakeholders could 

strengthen the stakeholder salience model. These may include concepts that are used to 

assess interactions and relationships among stakeholders, such as connectivity (especially in 

the context of modern technology) (Dery et al., 2014), multiplicity (Neville & Menguc, 

2006), and reciprocity (Fassin, 2012).   

Sensemaking from a behavioural perspective  

Investment in renewable energy is a key global concern and will continue to be an 

important focus for the impact investing sector. Renewable energy investment is mostly 

studied in energy economics by adopting the assumption of full rationality, yet a purely 

rational techno-economic model of renewable energy investment cannot explain how 

decision-makers deploy limited resources among competing objectives (Masini & 
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Menichetti, 2013). Much of the utilitarian tradition assumes investors only make rational and 

self-interested decisions with consideration on risk and financial returns and are affected 

minimally by other social or cultural factors. From a conventional utilitarian point of view, 

social or environmental performance is only marginal with respect to financial returns, yet 

investment decisions are often made within social and cultural norms and constrained by 

institutional logics. Conventional investors in the private sector with rational consideration 

of risks and economic returns currently dominate the renewable energy investment field. 

Common risks include technology risks such as unstable electricity and immature electricity 

storage, policy risks, country/context risks, and market risks. However, this strand of theory 

vastly overestimates the efficacy of utility maximization and economic profit-seeking 

rationale while ignoring the underlying social and institutional influences. The concepts of 

self-interested and utility-maximising agents by ‘homo-economicus’ are challenged by many 

social scientists using social preferences and bounded rationality from a behavioural 

perspective (Fehr & Fischbacher, 2002; Kahneman, 2003; Simon, 1986). This is especially 

relevant in impact investing, as it is often underpinned by personal values and moral beliefs 

and constrained by decision-makers’ behavioural biases, their context’s institutional logics, 

and the expectations and power of influential stakeholders. However, there is a lack of 

rigorous studies examining non-financial issues in the renewable energy investment 

literature, and an emerging stream of renewable energy literature calls for a broader socio-

psychological understanding of renewable energy research (Masini & Menichetti, 2013; 

Safarzynska & van den Bergh, 2011; West, Bailey, & Winter, 2010).  

Using a socio-psychological understanding of impact investing, Lee et al. (2020) 

looked into the behavioural factors that influence social and financial outcomes. Specifically, 

they looked into how categorical labels suppress investment options and negatively influence 
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decision making efficacy (M. Lee et al., 2020). The influence of categorical labels on 

decision making relates to the concept of identity whereby actors may be motivated to act in 

accordance with the behavioural standards that reflect the expectation for a particular 

identity (Wry & York, 2017). Understanding the behavioural factors of impact investing will 

enable many stakeholders including policymakers, to leverage the key drivers for impact 

investing, remove barriers, create appropriate incentives, and develop the appropriate 

legislative environment directing greater capital to the sector (Masini & Menichetti, 2012).  

Sensemaking is a useful theoretical perspective to understand these behavioural 

aspects of impact investing with actors’ social and environmental concerns. Sensemaking 

involves creating a coherent account of the world around us by categorising the things we 

see, do, feel, and applying patterns to connect this to things we have seen, done, and felt 

before, or anticipate seeing, doing, and feeling in the future (Weick, 1995). Actors’ 

embedded understanding of appropriate behaviour and definitions of success are influenced 

by their identity and the fields in which they operate, or in which they believe they operate. 

Within impact investing, equivocality and uncertainty characterise organisational and 

individual identities, where actors use sensemaking to construct identities and reduce 

equivocality. If looking at impact investors and investees’ decision making and their 

underlying logics, sensemaking is a useful and interesting way to interpret how they 

reconcile tensions. Sensemaking involves the ongoing development of plausible situations 

that rationalise people’s behaviours where meanings materialise that inform and constrain 

identity and behaviours (Weick, 1995; Weick, Sutcliffe, & Obstfeld, 2005). Ethical 

sensemaking happens when cognitively limited decision-makers recognise an ethical 

dilemma and use sensemaking to account for individual, social, and environmental 

constraints (Ness & Connelly, 2017; Thiel et al., 2012).  
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In the adjacent social entrepreneurship literature, research has explored four forms of 

organisational sensemaking, namely contextualised, objectivised, bureaucratized, and 

standardized sensemaking to make sense of social entrepreneurship as an organisational 

identity (Grimes, 2010). The concept of identity serves as the core component of the 

sensemaking process. Similar in impact investing, investor identity is also shaped by the 

sensemaking process, where investors engage in sensemaking and sensegiving to (re)define 

their organisational reality about who they are (Smith & Bergman, 2020). Identity formation 

and construction vary in terms of their complexity and diversity. Thus, sensemaking can be 

dynamically used to construct, deconstruct, and reconstruct organisational identities to be 

complex or simplified, diverse or homogenous (Grimes, 2010). Future studies may wish to 

consider how the sensemaking processes differ between a simplified and diverse identity, or 

a complex and homogenous identity.  

Avenues for further research  

Impact investing research, although embryonic, has anchors in management theory 

mainstays as has been discussed through an identity perspective here – institutional logics, 

stakeholder management theory, and sensemaking. Many researchers and practitioners call 

for a more holistic approach to impact investing to generate value for all stakeholder groups 

and to further mainstream the sector by bringing in increased private sector capital, 

particularly from institutional investors (Hehenberger et al., 2019). These anchors provide 

the theoretical basis for such research and in themselves generate a number of compelling 

research questions. These theoretical bases can also be used to develop and answer more 

context-specific research questions that can be approached from different theoretical bases 

such as: What are the definitional boundaries of impact investing? How much impact is 

‘enough’? What issues or sectors qualify as impactful? For example, when is a renewable 
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energy investment an impact investment? They also provide opportunities to extend these 

bases into progressive research which goes beyond traditional or well-established theoretical 

boundaries and research methods while retaining links to credible schools of thought. To this 

end, we provide illustrative research questions based on the preceding discussion as well as 

those that extend into the less well-chartered territory. The following table offers research 

opportunities in impact investing with detailed research questions that focus on the above 

mentioned three key themes related to identity. 
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THEORETICAL 

THEMES AND 

FOCUS  

POTENTIAL 

DIMENSIONS  

REPRESENTATIVE RESEARCH QUESTIONS  

INSTITUTIONAL 

LOGICS  

• Hybridity  
• Legitimacy  
• Institutional 

work 

1. What role does institutional logics play in the impact investing decision making process?  
2. How do institutional logics influence organisational structure, capabilities, and governance 

in impact investing?  
3. What forms of institutional resistance do impact investors face and from what sources? 
4. What legitimising strategies do impact investors and/or investees deploy? 
5. How does identity shape the legitimising strategies of impact investors and/or investees? 
6. To what extent are impact investors intentionally engaged in institutional work versus 

exploiting new opportunities? 

STAKEHOLDER 

MANAGEMENT 

THEORY  

• Locus of 
analysis 

• Stakeholder 
salience 
attributes  

• Objectives of 
and impacts for 
stakeholder 
groups 

• Social 
movements 

1. How do we understand impact investing from different locus of stakeholders? Which locus 
is the most appropriate?  

2. What roles do stakeholders play in shaping impact investing opportunities?  
3. How can stakeholder salience explain stakeholder management in impact investing?  
4. How do stakeholder proximity and connectivity contribute to the stakeholder salience in 

impact investing?   
5. How is power (and who’s power) is shaping the emergent institutional form of impact 

investing? How is this varying in different geographic and political contexts? 
6. How does organisation or industry-focused social movements (e.g. Global climate strike) 

and activism address the interests of impact investing stakeholders?  
7. How can insider or outsider activists be considered as stakeholders? What are their salience 

level (primary or secondary stakeholders to the targeted organisations)?  

SENSEMAKING 

FROM A 

• Ethical 
sensemaking 

• Prosocial 
behaviours  

• Altruism  

1. How do investors reconcile the multiple objectives of impact investing?  
2. What role do behavioural factors play in impact investing?  
3. How (ir)rational is impact investing? What behavioural factors explain the (ir)rational 

behaviours of actors in the impact investing field?  
4. How can a prosocial behaviour perspective illuminate the rationality of impact investing? 
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BEHAVIOURAL 

PERSPECTIVE  

5. How could impact investors be considered as altruists or egoists with prosocial behaviours? 
Under which circumstances?  

6. How does the sensemaking process of impact investors function to explain their prosocial 
behaviours? 

7. How identity shape the behaviours of actors in impact investing? 

Table 3. Impact investing research opportunities that focus on three key theoretical themes.   
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An institutional logics perspective opens research opportunities to view impact investing 

from its inherent hybrid logics, its legitimacy challenges, and the associated institutional work 

that is arguably required for it to become mainstream. Institutional logics shape, and at the same 

time are reflected through, organisational structure, governance, and capabilities. Concepts 

within broader institutional theory, including legitimacy viewed from an identity perspective, 

also inform future research opportunities around institutional logics. Institutional hybridity in 

impact investing creates legitimacy issues, where actors use various legitimising strategies to 

reconcile competing institutional logics and identities. The process can be viewed as 

institutional work that has the potential to transform institutions to support the further 

ascendance of impact investing. While significant research has been undertaken in this space in 

the social enterprise and entrepreneurship literature, far less has looked at impact investing. 

Further exploration is needed to understand how impact investors and impact investment 

managers reconcile the myriad expectations that emanate from their own sources of capital, 

those of their investees, regulatory and legislative environments, and how their practices are 

shifting institutional norms in terms of the consideration of social and environmental impact in 

the investment industry. The research questions associated with institutional logics offer new 

ways of thinking to understand impact investing on an institutional level and has the potential to 

expand institutional theories.  



 

48 

 

With regard to stakeholder management theory, our future research questions are 

organised around loci of analysis, stakeholder salience attributes development, objectives of and 

impacts for stakeholder groups, and social movements. Key actors that could be the locus of 

stakeholder analysis in the impact investing field include investors, investees, community, the 

government, and the natural environment. In impact investing research, investors are often at the 

centre of the analysis in the impact investing context. By changing the loci of analysis to other 

actors such as investees, the community, policymakers, and the natural environment, it opens 

possibilities for a deeper understanding of stakeholder dynamics and development. Stakeholder 

salience attributes including power, legitimacy, urgency, and proximity are useful tools to 

understand stakeholder relationships and dynamics. Developing these attributes further offers 

promising research opportunities. Stakeholder objectives and impacts are the sources of 

contestation and at the same time, can be used as legitimising strategies. A more detailed 

discussion of these three themes can be found in the previous stakeholder management theory 

section. 

Social movements are also a fertile context for stakeholder management theory 

development and relate to the above-mentioned three themes. Social movements are volatile and 

sometimes politicised, ranging from global social movement to community programmes, where 

activists can be considered as the stakeholder locus of community. There is also a close 

connection between organisation theories and social movement theory, where many movements 
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aim to change organisation processes and adopt strategies from organisation (McAdam & Scott, 

2005). Such novel combinations of theories and fields create especially compelling research 

opportunities. For example, climate justice has emerged as a global social movement as 

highlighted by the youth-led climate protests of 2019, with the movement itself influencing and 

affecting climate change knowledge-making (Jamison, 2010). Therefore, a consideration of the 

rise in demand for sustainable and impactful investment products alongside the increased 

climate activism compels us to consider impact investment as a form of activism itself, and as a 

response to general trends or specific issues.  

Sensemaking from a behavioural perspective acknowledges the behavioural factors in 

impact investing which challenges the utilitarian analysis with its focus on rationality. Individual 

and organisational sensemaking can be used to explore and explain these behaviours that cannot 

be understood by utilitarian concepts. Concepts of prosocial behaviours and associated concepts 

such as altruism can be employed in such research through the development of understandings 

of the ethical sensemaking processes of impact investors. Prosocial behaviours that benefit 

others are not only reflections of altruism but are sometimes motivated by indirect reciprocity 

for reputational incentives, where egoists and altruists coexist in the heterogeneous social 

preferences models (Simpson & Willer, 2008). Impact investing is such an example of prosocial 

behaviour that could be underpinned by both altruism and egoism under different situations. 

Impact investors and other stakeholders’ behaviours are also shaped by their identities, which 
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influences the sensemaking process. The research questions associated with sensemaking in 

Table 3 reflect the behavioural factors involved in impact investing, showing the contested 

truths of these non-linear decisions.  

Concluding thoughts  

To conclude, we have offered three theoretical lenses to investigate the impact investing 

field, where institutional logics, stakeholder management theory, and sensemaking are all 

interconnected through the concept of identity. An institutional logics perspective opens 

research avenues for the hybridity of blended institutional logics, legitimacy, and institutional 

work by which people, groups, and organisations evaluate their everyday activities and organise 

those activities. Stakeholder management theory and the stakeholder salience framework help 

managers to identify and prioritise stakeholder groups. Researchers are encouraged to shift their 

gaze away from the ‘manager’ centred stakeholder analysis and attend more closely to various 

loci of stakeholder analyses. Further to this point, we offer a behavioural perspective to examine 

how investors navigate and shape their formal and informal institutional contexts and what 

motivates them to do so through ethical sensemaking. Sensemaking from a behavioural 

perspective in impact investing therefore brings to the fore notions of prosocial behaviour and 

altruism which cannot be fully explained by conventional rationality perspectives, even in a 

field (finance and economics) where that paradigm is dominant. Ethical sensemaking opens 
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research avenues to understand the underlying motivations of impact investing and the actual 

sensemaking processes during actors’ decision making. 

This chapter builds on previous literature reviews (Agrawal & Hockerts, 2019; Daggers 

& Nicholls, 2016; Höchstädter & Scheck, 2015) and contributes to the environment-focused 

impact investing literature by offering a brief picture of the development of the field and a focus 

on some of the key theoretical anchors for upon which a research agenda can build. Impact 

investing is an emergent research field and environmental focused expressions of it risk being 

subsumed by renewable energy or green finance research paradigms. This would be harmful to 

the scholarly and practical development of the field as these forms of investment, while critical 

and already occurring at scale, lack the problem-solving focus of impact investment. We, 

therefore, encourage researchers to contribute to environmentally-focused impact investing 

research to both build nuance into the impact investing literature and to shine a light on the 

limitations of more mainstream sustainable investment literature and practice.  
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Chapter 3: Stakeholder Theory of Impact Investing 

This chapter seeks to provide stronger theoretical moorings for the development of impact 

investing as a field of scholarship. In the following article, we extend stakeholder salience 

theory to establish a theoretical basis for distinguishing impact investing from traditional 

investing, using renewable energy investment as a practical context.  

By applying dimensions of stakeholder salience theory – power, legitimacy, urgency, and 

proximity – to four stakeholder groups in a renewable energy investment context, this paper 

argues that by giving greater salience to a broader range of stakeholders than occurs in 

traditional investment, impact investors distinguish themselves conceptually from traditional 

investors. This paper also extends the stakeholder salience framework by further developing the 

stakeholder attribute ‘proximity’ in the sense of stakeholder connectivity, multiplicity, and 

reciprocity. This article contends that impact investing is delimited by this intentional creation of 

value for a broader set of stakeholders, including the natural environment, when compared with 

traditional investing, which emphasises the maximisation of value capture. Moreover, it 

contends that impact investing places greater weight on the stakeholder attributes of proximity 

and urgency than power and legitimacy. This paper extends the practitioner-driven criteria of 

intentionality, additionality, and measurability to offer researchers a more concrete and scholarly 

definitional framework for the study of impact investing. 
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Towards a Stakeholder Theory of Impact Investing: A Conceptual Analysis of Stakeholder 
Salience and Value Creation in Renewable Energy Investment4 

Introduction 

The attraction of impact investing for investors, governments, businesses, and policymakers 

is growing rapidly, and it has become an area of growing interest for academics. However, 

impact investing is a nascent research field that lacks a core of theory (Daggers & Nicholls, 

2016). Thus far, this emerging field has been studied from the perspective of neighbouring 

disciplines such as sociology (Nicholls, 2010), finance, and economics (Chowdhry et al., 2015; 

Grabenwarter & Liechtenstein, 2011), business and management (Lazzarini et al., 2015), and 

public policy (Jackson, 2013b). Other topics included in the broader research and practitioner 

movement have been social impact measurement (Reeder et al. 2015); social impact bonds 

(Jackson, 2013a), microfinance, crowd-funding by individual investors (Lehner & Nicholls, 

2014), alternative finance, and other financial instruments; environmental, social, and corporate 

governance (ESG) portfolio screening; and green investment (P. R. Martin & Moser, 2016; 

Mielke & Steudle, 2018). The lack of conceptual and definitional clarity with regard to impact 

investing poses significant risks for academics and the practical advancement of impact 

investing as a credible field of study and practice (Höchstädter & Scheck, 2015). 

 

4 In press in Social Business, published online.  

https://www.westburn-publishers.com/journals/social-business/
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Concurrently, the enormous social and environmental challenges posed by environmental 

pollution, climate change, and energy security are driving the rapid development of renewable 

energy in both technological innovation and investment. According to data from the United 

Nations Environment Programme and Bloomberg New Energy Finance, global investment in 

renewable energy exceeded US$300 billion in the four consecutive years from 2014 (Louw, 

2018). This was led primarily by developing countries, with China accounting for 40% of global 

clean energy investment in 2017 (Angus et al., 2018). The academic research and practitioner 

literature on renewable energy investment is largely framed around energy economics. There is, 

for example, substantial research on the analysis of appropriate financing instruments (Hussain 

et al., 2013); renewable energy policies utilising the analysis of variables such as market 

structure, feed-in tariffs, transmission planning, and interconnection costs (Alagappan et al., 

2011); and economic reviews of investment decision making (Mazzucato & Semieniuk, 2018). 

Such research typically approaches renewable energy investment from a neoclassical economics 

perspective, focusing on individuals’ rational decision making based on the utility of projects 

and market forces (Colander, 2000), often leaving social and institutional understandings of 

renewable energy investment unexamined. Therefore, renewable energy investment is employed 

as a context for explicating the stakeholder dynamics as an approach to grounding impact 

investing in stakeholder theory. 
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The social science literature contains little analysis of renewable energy investment in 

relation to impact investing. A consideration of the ties between impact investing and renewable 

energy investment prompts the question – what conditions must be met for renewable energy 

investment to qualify as impact investing? While the answers to this question may not make a 

material difference to the performance of a particular investment, they are relevant to the 

development of impact investing as a scholarly and practical field.  

This paper contributes to the discussion with regard to the definition of impact investing, 

using renewable energy investment as a context in which the definition of impact investing is 

contestable. In addition, it contributes to the development of a much-needed theoretical platform 

upon which impact investing scholarship can build, as well as opening new avenues for future 

research. As this paper attempts to reconfigure and refine the global financial systems, the 

importance of the relationship between renewable energy investment and impact investing is 

increasing. A better understanding of this emerging phenomenon can help to create an enabling 

environment for the development of impact investing and renewable energy investment. In 

practical terms, it is necessary to find the intersection of the impact investing and renewable 

energy investment fields to draw together resources, policy agendas, funding, and research. In 

our attempts to develop more sustainable economic systems, it would not be helpful for 

renewable energy investment scholarship to develop separately from impact investing 

scholarship and other forms of social entrepreneurship and social innovation. For the benefit of 
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scholarly, policy, and practical progress, insights from all of these fields should draw on, and 

contribute to, the energy economics and energy policy work that have been the primary domains 

of renewable energy investment research thus far. 

This paper starts by considering the defining characteristics and boundaries of impact 

investing as accepted in the extant academic and practitioner literature. Second, the authors 

identify and analyse four stakeholder groups using a revised stakeholder salience framework 

comprising of power, legitimacy, urgency, and proximity (Driscoll & Starik, 2004; Mitchell et 

al., 1997) in the renewable energy investment context to compare the posture of impact 

investors against that of traditional investors in regards to the salience afforded to stakeholder 

groups. This contrast provides a more robust framework for academic discourse than do the 

practitioner-oriented frameworks that are filling this conceptual void. After the stakeholder 

groups analysis, the concept of proximity with regard to stakeholder multiplicity, connectivity, 

and reciprocity is discussed. Finally, it is argued that the greater salience afforded to a greater 

range of stakeholders by impact investors translates to the creation of greater value for those 

stakeholders. This could indicate a strategy of intentional creation of value that does not involve 

maximising the value captured by the investors. Building on Santos (2012), this argument 

creates further potential for theoretical linkages to core theories of ethical and responsible 

investment and social entrepreneurship, as well as providing a basis for discussions of the 

ethical challenges that are inherent to investment that is intended to have positive social and/or 
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environmental impact.  

Conceptual Background 

There is no current consensus on a clear terminology with regard to impact investing, owing 

to its inchoate nature and proximity to other longer-standing terms such as ethical investment 

(Sparkes, 2001) or socially responsible investment (Ransome & Sampford, 2010). For 

academics, consistent usage of the terms is essential to allow the development of relevant 

research with compatible data collection and to build core theories and a clear foundation for 

future research. There are many terms that have been used interchangeably by both academic 

researchers and practitioners, such as impact investing, impact investment, impact finance, 

blended-value investing, social finance, social investment (also used initially in public policy 

analysis and discourse), socially responsible investing, sustainable investment, sustainable 

investing, mission-aligned investing, mission-related investing, mission investing, alternative 

finance, and venture philanthropy. In a meta-analysis of 73 academic papers and 261 

practitioner reports, Daggers and Nicholls (2016) found that none of these terminologies 

dominated the field. The specific term ‘impact investing’ was first coined by the Rockefeller 

Foundation in 2007 and is now the primary term used by academics in business fields and 

practitioners (e.g. Global Impact Investing Network [GIIN] and Global Steering Group for 

Impact Investment). 
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Impact investing is part of the broader responsible-investment movement that is occurring 

as investors take a position on social responsibilities beyond financial imperatives when they 

seek to apply normative criteria to their investments (Ransome & Sampford, 2010). These 

‘extra-financial’ investment criteria reflect the ethical views of the investors and the legitimate 

consideration of such criteria requires renewable energy investment decision-makers to have a 

sound understanding of their stakeholders’ interests. Therefore, in this paper, impact investing is 

defined as intentional investing that aims to bring positive and measurable social and/or 

environmental impact to primary stakeholders, along with financial returns (Daggers & 

Nicholls, 2016; Global Impact Investing Network, 2019; NSW Government Office of Social 

Impact Investment, 2018; Wilson & Silva, 2015). Notably, the emphasis in this definition is on 

the stakeholders rather than the investor.  

Typically, impact investors take advantage of conventional financial metrics to accrue high 

long-term returns by focusing on sustainability and social impact, although some accept below-

market-rate financial returns in exchange for achieving high social returns. These socially 

and/or environmentally motivated investors are categorised as non-concessionary (finance-first) 

investors who are not willing to make the financial sacrifice or concessionary (impact-first) 

investors who are willing to make some financial sacrifices (Brest & Born, 2013). Conflicting 

dynamics of economic and social returns can occur in many impact investing scenarios because 

the business models for achieving genuine social impact (i.e. additional to that which would 
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have been achieved without the action of the organisation in question) often do not generate 

market-rate returns. The tensions generated by these dynamics can vary in nature and degree 

based on investee performance where social value is incorporated in a commercial business 

model i.e. ranging from organisational inputs to processes to its outputs and outcomes (Alegre, 

2015). This tension is less common in an renewable energy investment context, as the positive 

environmental return is directly linked to renewable energy investment’s financial 

sustainability, which, the authors contend, ultimately leads to positive impacts.  

One framework that has achieved practical currency for determining when an investment 

can qualify as impact investing is that of ‘intentionality’, ‘additionality’, and ‘measurability’ 

(Ebrahim & Rangan, 2014; Höchstädter & Scheck, 2015). Impact investing involves 

‘intentionality’ because the investors deliberately structure the investment (and aspects of the 

investment process) to deliver both social/environmental and financial returns (Findlay & 

Moran, 2019). In other words, the positive non-financial outcomes are not considered mere 

externalities. The concept of ‘additionality’ posits that the investment must deliver, or seek to 

deliver, social and/or environmental outcomes beyond those that would have been achieved 

anyway (i.e. are additional to those delivered by the status quo or current market dynamics). The 

social and/or environmental value creation is therefore a defining characteristic of impact 

investing (Agrawal, 2018). With regard to ‘measurability’, an investment’s impact must be 

significant enough for it to be measured and in addition, the investors and investees must seek to 
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measure the investment’s impact. Thus, an impact investor places sufficient importance on 

social/environmental performance to embed it as organisational practice. This provides 

safeguards against unintentional harm, enables accountability and transparency, and can inform 

impact-enhancing strategic and operational changes. 

Despite the implicit subjectivity of these terms, they are conceptually useful and provide a 

valuable heuristic device for market education and public discourse. However, the scholarly 

grounding of impact investing requires stronger theoretical moorings than these. Therefore, the 

authors have adopted the stakeholder theory as a bridge to established management scholarship. 

Compared with impact investing, renewable energy investment is well developed as an 

industry and a research field, particularly within energy economics (Wüstenhagen & 

Menichetti, 2012). This paper considers renewable energy investment as an investment made 

into renewable energy development either for early-stage technology development, green 

infrastructure,5 or utility-scale generation to create value for a range of stakeholders, notably 

the community where, and for whom, such investment is made (Mazzucato & Semieniuk, 2018; 

Reuter et al., 2012). Here, our understanding of renewable energy encompasses energy sources 

 

5 Green infrastructure is also referred as low-carbon infrastructure, which is defined as the essential physical infrastructure 

systems that underpin the development of a low-carbon society. Here, this paper uses this term specifically for renewable 

energy investment projects (OECD, 2018).  
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that can regenerate and replenish themselves indefinitely (e.g. solar, wind, hydro, geothermal, 

and biomass) and excludes nuclear power.  

Objectives and impacts of renewable energy investment as impact investing   

Impact investing is distinguished as a form of investment because of the explicit pursuit of 

multiple objectives, namely the social and/or environmental outcomes that are sought alongside 

financial returns. These are the objectives and outcomes that are considered to be intentional, 

additional, and measurable. The pursuit of multiple objectives can create tensions among 

different objective dimensions and lead to impact ambiguity and a lack of legitimacy. 

Investors’ intention to invest responsibly is directly influenced by their perception of the 

effectiveness of the action, where projected impacts play an important role (Palacios-González 

& Chamorro-Mera, 2018). Indeed, Grimes (2010) noted that performance measurement 

enhances the identity and legitimacy of impact investors. However social and environmental 

impacts are difficult to quantify and attribute to a particular investment, and these impacts can 

vary vastly depending on the specific context and investment instruments utilised.  

Looking deeper into impact investing in the renewable energy sector as an illustrative 

example, research on community energy projects summarised the local impacts of such projects 

into seven categories: 1) socio-economic regeneration, 2) access to affordable energy, 3) 

knowledge and skills development, 4) social capital, 5) empowerment, 6) increased local 

acceptance of renewable energy, 7) energy literacy and environmentally benign lifestyles (Berka 
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& Creamer, 2018). Socio-economic regeneration means that renewable energy investment could 

generate jobs and income directly and indirectly. The revenue generated from renewable energy 

projects is often reinvested strategically in public amenities and infrastructure, which is different 

from traditional investments that seek to capture private value for shareholders (Berka & 

Creamer, 2018; Girouard et al., 2011). Active participation in projects can facilitate knowledge 

and skill development for investors, entrepreneurs, and policymakers in a range of areas. High 

levels of social capital, which promotes trusting relationships within and across organisations, in 

turn, have a positive effect on radical product innovation and ultimately enhance firm 

performance (Cuevas-Rodríguez et al., 2014). Radical product innovation in this context is 

translated as new renewable energy technology which reduces the resources involved in 

production and distribution. Renewable energy initiatives with a trusted network tend to have an 

increased level of local support, which is the socio-psychological perception for or against 

renewable energy developments (Berka & Creamer, 2018). The social acceptance of renewable 

energy projects is influenced by many other variables such as place attachments and climate 

change concerns to various levels (Devine-Wright & Batel, 2017). Energy literacy and benign 

lifestyles promote environmentally positive behavioural change, which, depending on the level 

of engagement, can reduce energy demand and therefore enhance carbon emission reduction. 

Access to affordable energy is often the primary impact derived from off-grid rural 

electrification programs serving energy-poor customers, primarily in the Global South (Urmee 
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& Md, 2016). Moreover the provision of affordable energy to these underserved communities 

has a clear empowering impact.  

While renewable energy investment often occurs without meeting the criteria of impact 

investing, the categories of impact in this context are illustrative of the potential complexity of 

the downstream impacts across financial, social, and environmental dimensions and involving 

various stakeholders. The table below outlines the categories of social and environmental 

objectives and impacts extracted from previous literature and maps them against a stakeholder 

perspective.  
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Examples of Social and Environmental Impacts of Impact 

Investing with an Environmental Focus  

For Whom (Major beneficiaries)  

Socio-economic regeneration  Government  

Knowledge and skills development  Investors, investees, and government  

Social capital  All actors 

Increased local support for renewable energy Community and government  

Environmental protection literacy and benign lifestyles  Community  

Access to affordable energy (specific to renewable energy 

investment projects) 

Community 

Empowerment  Community 

Clean air (reduced carbon emissions and other air pollutants) Natural environment 

Reduced eutrophication  Natural environment  

Improved governance and transparency Investors and investees 

 

Table 4. Objectives and impacts of renewable energy investment as impact investing.  
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Despite the positive environmental and social impacts renewable energy investment could 

bring, the energy sector is associated with the market logic where most commercial renewable 

energy enterprises have a strong intent on creating competitive advantages with cutting-edge 

innovation and technology (Sengupta & Sahay, 2017). One prominent exception is renewable 

energy social enterprises, which are known for their social logics towards communities and 

social change (Surie, 2017). In renewable energy social enterprises, market and social logics 

converge through the process of involved interactions for problem identification, inclusive and 

localised problem-solving, and engaged solution implementation (Sengupta et al., 2020). 

Renewable energy investment made into such organisations can, therefore, be considered as 

impact investing. But this is not to say that investments made in commercial renewable energy 

enterprises are not impact investing. Empirically, renewable energy investment is presently 

considered to be impact investing only when the attributes of intentionality, additionality, and 

measurability are met. This paper extends this understanding by offering an approach based on 

value creation for stakeholders to contribute to the theoretical basis of impact investing 

scholarship.  

Value creation for stakeholder groups in renewable energy investment as impact investing  

Impact investors exploit opportunities to create economic, environmental, and social value 

through investing in business activities that address critical environmental and social challenges. 
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The business practices that impact investing invested in are also a form of social innovation that 

seeks social transformation and collective value co-creation to enhance the wellbeing of 

stakeholders and viability of the ecosystem (Mele et al., 2020). The value creation involved can 

take different forms, including technologically-orientated, socially-orientated, and 

organisationally-orientated forms (Kuckertz et al., 2019). While renewable energy social 

enterprises embrace socially orientated value creation, many other commercial renewable 

energy organisations implement technologically oriented or organisationally orientated value 

creation with emphasis paid to technological innovation or sustainability-related issues within 

the organisation. To explicate the specific attributes of renewable energy investment as impact 

investing, the use of illustrative examples is helpful to move the discourse beyond the 

characteristic of renewable energy investment that can disqualify it from the category of impact 

investing (for example renewable energy investments made by traditional actors in the energy 

sector solely to gain policy or reputational benefits) demonstrate how renewable energy 

investment featuring value creation in contextual realities in renewable energy social enterprises. 

One prominent example of a financing provider is the Dutch entrepreneurial development 

bank FMO that invests in clean energy and which has a high long-term impact intent to 

increase renewable energy use and access in various emerging markets (Global Impact 

Investing Network, n.d.). FMO adopts a combination of socially-orientated and 

organisationally-orientated value creation approach in their renewable energy investment 
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practices. Another example is Inspired Evolution, which adopts the socially-orientated value 

creation approach by leading clean energy infrastructure-type development and efficiency 

investments across sub-Saharan Africa (Inspired Evolution, 2019). Another exemplary 

renewable energy impact investor is the Green Economy Financing Facilities (GEFF), which, 

with its donors, leads other institutional investors to support new green technology 

development (GEFF, n.d.). GEEF adopts a technologically-oriented value creation approach to 

invest in high-performing green technologies that improve competitiveness.  

Moving from investors to investees, renewable energy social enterprise is a typical 

renewable energy investment investee where environmental and social impacts are embedded 

in their sustainable business model. Social enterprises’ performance depends on dimensions of 

economic survival, social effectiveness, and institutional legitimacy (Schmidt et al., 2015). The 

renewable energy social enterprise d.light delivers affordable solar energy solutions designed 

for households and small businesses in the bottom of the pyramid (BOP) markets. With the 

mission to transform lives with sustainable products, d.light products have transformed more 

than 100 million people across 70 countries (D.light, 2020). D.light’s development requires 

funding, where its achievements are supported by many renewable energy impact investors 

such as Inspired Evolution who led US$41 million equity financing with consortium partners 

including FMO, as well as government-sponsored investment funds (d.light, 2019; McCue, 

2019). These renewable energy impact investors and investees with different technologically-
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orientated, socially-orientated, and organisationally-orientated value creation approach consist 

of a significant part of the impact investing practices. Renewable energy impact investors 

reconcile multiple objectives of impact investing and create value and afford salience to a 

greater range of stakeholder groups compared to traditional investment practices. 

Impact Investment in Renewable Energy: A Stakeholder Approach 

Impact investing is a stakeholder-driven practice that involves a high level of engagement, 

where stakeholder groups greatly influence the performance of impact investing actions to 

generate positive outcomes (Agrawal, 2018). Stakeholder theory and value creation are 

theoretically connected where the value is intentionally created by impact investors and 

entrepreneurs for a broader range of stakeholders rather than solely for shareholders. 

Stakeholder pressures influence the implementation of environmental strategies, especially in 

dynamic industries characterised by a more organic and participatory structure such as the 

renewable energy investment sector (Betts et al., 2015). This paper builds on the stakeholder 

salience framework with regard to four attributes, namely power, legitimacy, urgency, and 

proximity (Driscoll & Starik, 2004; Jones, 1995; Mitchell et al., 1997). In this framework, the 

salience of a particular stakeholder is considered low if few of these attributes are present or are 

weak, and moderate or high if more attributes are present and/or are especially strong; however, 

salience is characterised by dynamism, which makes the stakeholder configuration more 

complex than that of a static state (Mitchell et al., 1997).  
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Mitchell et al.’s (1997) stakeholder salience framework has been cited numerous times with 

attempts to develop it further (eg. Neville et al., 2011; Tashman & Raelin, 2013; Weber & 

Marley, 2012). More than 20 years after the development of their original stakeholder 

identification and salience model, Wood et al. (2018) noted that the stakeholder 

conceptualisation depends in great measure on the perceptions of the manager and the dominant 

view is still that the interests of stakeholders are subordinate to those of shareholders. Even so, 

the stakeholder-orientation movement does continue inexorably towards greater stakeholder 

happiness (Jones & Felps, 2013), a more pluralistic conception of the corporate objective 

function (Mitchell et al., 2016), and the inclusion of stakeholders becoming standard practice 

(Freeman, 2017). In this sense, stakeholder identification and salience take on increased 

importance and assume new meanings (Wood et al., 2018).  

The concept of ‘stakeholder’ assumes that the manager is at the centre of the contractual 

relationship between an organisation and its stakeholders (Hill & Jones, 1992). Therefore, the 

authors analyse stakeholder salience from the perspective of impact investors in a renewable 

energy investment context to explore how and why they give greater salience to more 

stakeholder groups than do traditional investors. This paper does this using the revised 

stakeholder identification and salience framework (Driscoll & Starik, 2004; Mitchell et al., 

1997). This analysis provides a theoretical basis for defining when a renewable energy 

investment is, indeed, an impact investment and uses established theories to open avenues for 
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much-needed theoretical development.  

The key stakeholders involved in our analysis are the natural environment, investee, 

community, and government, all viewed from the perspective of the investor. Here, all these 

stakeholders are seen as a stakeholder entity that can be defined either narrowly or broadly, 

based on a specific context and scenario. The natural environment includes many aspects of 

non-human nature, encompassing the atmosphere, hydrosphere, lithosphere, and ecosystem 

processes (Driscoll & Starik, 2004). The investee can be any type of organisation that engages in 

renewable energy production, distribution, networks, storage, innovative products, and 

processes, or with an innovative business model. The community includes consumers, the 

community (both local and distant), future human generations, advocacy groups, and when 

speaking in macro or global terms, it can be synonymous with society. The government includes 

local and central governments and relates to policymaking and jurisdiction. Here, this paper 

does not cover environmental non-governmental organisations (NGOs) and (inter)national 

governmental organisations as either secondary stakeholders or salient stakeholders (Thijssens 

et al., 2015) because they are treated as representatives of the non-human natural environment. 

In the following section, we analyse how the stakeholder attributes of power, legitimacy, 

urgency, and proximity are applied to these key actors in the impact investing field. Driscoll and 

Starik’s (2004) notion of ‘proximity’ as a stakeholder salience dimension is included not only to 
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include the natural environment more explicitly as the primordial stakeholder but also to further 

explicate the positionality of other stakeholders as a variable determining their salience. 

This paper contends that increased explicit consideration of, and creation of value for, 

stakeholders beyond those that are direct parties to an investment transaction is what defines 

impact investing in an renewable energy investment context. This means giving salience to 

stakeholders that would not occur in traditional investment contexts. While the authors deploy 

this framework as a theoretical means for making this conceptual distinction (to establish when 

renewable energy investment is impact investing), the rationale also holds for creating a 

theoretical basis for research into impact investing. 

Stakeholder salience attributes 

Power can be understood as the imposition of an actor’s will despite resistance to it (M. 

Weber & Henderson, 1947). Power can be coercive (based on physical resources), utilitarian 

(based on material resources), or normative (based on symbolic resources) (Etzioni et al., 1964; 

Mitchell et al., 1997). However, power alone does not justify the salience in stakeholder–

investor relationships. Legitimacy is often coupled with power, loosely referring to ‘socially 

accepted and expected structures or behaviours’ with evaluative, cognitive, and multiple levels 

of analysis, as well as a socially constructed nature (Mitchell et al., 1997, p. 866; Suchman, 

1995). Legitimacy has both pragmatic and moral bases, with legitimacy considered a resource 
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that can be manipulated based on audience self-interest or as the normative approval of 

organisational actions (Driscoll & Starik, 2004; Suchman, 1995). Social innovation practices 

such as impact investing face contextual resistance from various stakeholder groups, for whom 

the legitimacy of the innovation is determined by the degree to which it meets their expectations 

(Newth & Woods, 2014). The notion of urgency moves the stakeholder salience model from 

being static to dynamic, demonstrating the time-sensitive and pressing nature of the relationship 

(Mitchell et al., 1997). In their model, both time-sensitivity and critical importance are needed to 

claim urgency.  

Although it is typically not the primary feature of stakeholder models, an attribute that 

influences stakeholder–investor relationships (particularly, stakeholder–impact investor 

relationships) is proximity, which indicates spatial distance and involves both physical and 

conceptual proximity (Driscoll & Starik, 2004). In addition, proximity is related to the power 

that is located in places and possessed by organisations. Power relations are influenced and 

constituted by the spatiality of power proximity (Jones & Search, 2009). This is apparent in 

energy generation; sources of energy are extracted from, or intimately linked to, the natural 

environment, and the natural environment surrounds all human activities and is influenced by 

the renewable energy projects that are being invested in. The following table outlines the 

salience of the key renewable energy investment stakeholders in an impact investing scenario, 

from an investor’s perspective. This illustrates both the enhanced salience that drives greater 
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impact investing and the different salience dynamics that characterise impact investing.  
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Table 5. Stakeholder Salience in the Renewable Energy Investment Context 

Renewable Energy Investors 

Stakeholders and 

their interests 

Power Legitimacy Urgency Proximity 

Natural 

Environment: must 

be sustained and 

unharmed 

(elimination of 

pollution, 

preservation of 

biodiversity, 

protection of the 

ecosystem) 

The indirect power of the natural 

environment increases as other 

stakeholder groups advocate for 

its salience through regulation, 

consumer activism, and social 

movements. 

The natural environment is 

pragmatically legitimate because 

of its role in supporting the 

economic activity of investors, as 

well as morally legitimate in its 

own right to remain unharmed and 

because of the expectations of 

other stakeholders (present and 

future) to utilise and enjoy it. 

The urgency of the natural 

environment’s claims 

increases with advocacy and 

action from other stakeholder 

groups.  

The natural environment 

surrounds all human 

activities and influences 

and is affected by 

renewable energy related 

projects.  

Increasing awareness, 

information, evidence, 

and visible effects of 

immediate environmental 

harm and climate 

change, such as extreme 

weather events, further 
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increase the proximity of 

the natural environment 

as a stakeholder, as well 

as of the harms of 

business practices (Sharif 

et al., 2019). 

Investee: resources 

and alignment of 

strategy 

Traditional investment power 

dynamics, driven by capital 

supply and demand and 

risk/reward profiles, are still 

relevant in renewable energy 

investment. Investee power 

increases as the supply of 

renewable energy investment 

capital increases and the relative 

scarcity of quality renewable 

energy investment projects 

Investee legitimacy is determined 

by perceptions of financial risk 

and return and environmental 

impact, with the institutional logic 

of renewable energy investment 

shifting to include non-financial 

outcomes. 

Investee urgency is defined 

by investment deals. Deals 

are time-bound and critical, 

based on financial market 

dynamics.  

Investees are intimately 

proximate with investors 

– conceptually and 

contractually.  
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increases. Increases in 

stakeholder expectations of 

genuine impact and wariness of 

‘impact washing’ shifts the 

power to investees that have 

high credibility. 

Community: 

sustainable 

solutions, capability 

building, right to 

influence decision 

making 

Consumer behaviours and 

citizen attitudes demand 

increased sustainable/renewable 

energy, which shifts markets and 

government policy. Community 

power manifests and increases 

itself through advocacy, 

activism, and consumer 

behaviour. 

The legitimacy of the community 

and societal interests at large 

increases, based on the 

recognition of its moral claim on 

the practices of business, 

including investors. The shifting 

institutional logic of renewable 

energy investment is increasing 

the pragmatic and normative 

legitimacy of the community as a 

stakeholder group for whom non-

Traditional forms of energy 

generation are causing critical 

and chronic environmental 

issues with tangible 

consequences. Climate 

change and environmental 

degradation are seen as 

immediate, disruptive, and at 

a scale that makes 

communities’ claims on the 

energy sector urgent. 

Proximate to investors as 

local communities of 

place or shared value 

chains as consumers, and 

proximate as a global 

society to renewable 

energy investment as a 

field. 
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financial outcomes are generated. 

Government: 

support from the 

public; changing 

energy sources to 

achieve energy 

security; political 

considerations; and 

international treaty 

Power as a market maker (with 

policies such as 

incentivisation/subsidies) as well 

as a market regulator. 

Legitimacy through legal and 

political authority and often as a 

contractual party to an investment 

or renewable energy project. 

Increased intervention in 

renewable energy investment 

markets is increasing 

governments’ relevance and 

Urgency increases as the 

intensity of environmental 

regulation and policy 

intervention rise.  

The government is 

frequently proximate 

through the closeness of 

financial relationships 

due to the government's 

role in energy production 

and industry regulation. 

Increasing proximity 
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fulfilment pragmatic legitimacy. with renewable energy 

investors due to 

increasing alignment of 

logics regarding the 

sustainability of energy. 
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Natural environment 

Human systems and various organisations depend on the natural environment (Starik & 

Rands, 1995) and through utilitarian resource exchange and dependency relationships, the 

natural environment provides life support services and resources for economic activities. As 

the natural environment is the ultimate context of all human activity, the protection of the 

natural environment is intrinsically linked to human well-being. However, the natural 

environment has intrinsic value over and above its value as a life support system and context 

(Muehlebach, 2001). The interests of the natural environment lie in the health and vitality of 

the earth, biodiversity, and ecosystems, as well as the avoidance of degradation. More 

specifically, this involves the elimination of pollution, preservation of biodiversity, and 

protection of ecosystems, to protect natural resources that have value in and of themselves, 

as well as offering value to humans. However, as a stakeholder, the natural environment has 

no voice and it cannot actively resist the impact imposed by human activities. The interests 

and protection of the natural environment are represented by proxy as other stakeholder 

groups advocate its salience through regulation and social pressures.  

Historically, the natural environment has lacked legitimacy as a stakeholder and has 

not been adequately represented or integrated by other stakeholder groups (Starik, 1995). 

From a pragmatic perspective, the natural environment’s legitimacy is evident in its ability to 

support the economic activities of investors and investees. From a moral perspective, fossil-

fuel energy-generation activities are harming the environment and the status quo is not 

sustainable for the planet. In another sense, the natural environment has meaning in social 

contexts and the ecological system; the ethical and legal facets of the non-human 

environment are such that harmful practices have implications for energy producers and their 

financial backers (Phillips & Reichart, 2000; Starik, 1995). 
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The urgency of the natural environment’s claims is becoming increasingly evident in 

various ecology issues, especially with regard to climate change. Some argue that renewable 

energy does not indisputably mitigate greenhouse gas emissions as certain forms of 

renewable energy (e.g. hydropower or some biofuels) can initially cause more carbon 

emissions than fossil fuels. However, the overall trend of renewable energy generation and 

consumption has an indisputable role in contributing to the reduction of greenhouse gas 

emissions to minimise climate change across OECD countries (Shafiei & Salim, 2014). The 

perceived urgency with regard to the natural environment is increased through advocacy 

from other stakeholder groups, such as NGOs who represent future generations of citizens.  

The natural environment’s proximity is self-evident, as it surrounds all humans and 

organisations. Proximity has aspects of intimacy and affinity through interactions (Driscoll 

& Starik, 2004). The natural environment visibly affects, and is affected by, both local and 

aggregate global business activities; in our context, these activities refer to renewable energy 

projects. Increasing awareness, information, evidence, and the visible effects of immediate 

environmental harm and climate change, such as extreme weather events, further increase 

the proximity of the natural environment as a stakeholder.  

Investee 

An investee primarily seeks financial and other resources from strategically aligned 

impact investors to enable business growth and increased social/environmental impact. The 

resources sought to vary with different weighting, depending on nature and development 

stages of the investee: for example, financial capital, strategic assistance, social capital, and 

capacity building. The investee organisation implements the renewable energy projects and 

businesses financed by investors. Typically, investors are seen as having power over investee 
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organisations because of their resource-dependent relationship. However, investee 

organisations can have greater power when investable opportunities are scarce as investors 

depend on the investee’s work to receive various types of returns. For a typical investment, 

as the supply of renewable energy investment capital increases, the relative scarcity of 

quality renewable energy investment projects increases and therefore, investee power 

increases. On the other hand, as stakeholders’ expectations of genuine impact increase (i.e. 

wariness of ‘greenwashing’ or ‘impact washing’), the power shifts to investees who have 

high levels of credibility.  

Investees’ legitimacy in an renewable energy investment context is tied to the financial 

and/or environmental risk-and-return profile that is brought by the investees’ business 

activities. The investees’ institutional forms and logics also influence its legitimacy in the 

eyes of renewable energy investors (Agrawal & Hockerts, 2019; Woodward et al., 1996). 

Indeed, the institutional complexity of entities that blend social/environmental and 

commercial logics in novel ways creates challenges for traditional investors (Castellas et al., 

2018). This hybridity mirrors the hybridity of impact investors, which creates greater 

legitimacy in an impact investing context. However, the broader renewable energy 

investment sector is not characterised by the same degree of hybridity, so for renewable 

energy investors that have a weaker impact orientation, truly hybrid projects and companies, 

such as social enterprises, present a challenge of legitimacy. Renewable energy-related 

investee legitimacy increases with the calls for sustainability by other stakeholder groups.  

For investees, deals are time-bound and often of significant importance, based on the 

specific issues at hand. As with the attribute of power, the level of urgency is based on 

financing supply-and-demand dynamics.  

Investees are intimately proximate with investors – conceptually and contractually, 
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even when they may not be physically proximate. The investee’s proximity is conceptually 

linked into its shared ideas and approaches to the investor. Both impact investors and 

investees occupy the same field of renewable energy, with shared objectives of promoting 

sustainability. In addition, the investee is a proximate stakeholder based on its affinity or 

intimacy with the investor (Driscoll & Starik, 2004). The complementarity of the missions 

and strategies of both investor and investee makes them partners for the creation of shared 

blended value (Emerson, 2003).  

Community 

The community’s interests lie in its desire for a safe, healthy, and pleasant natural 

environment; anxiety about the pressing risks of environmental degradation; and economical 

and sustainable alternatives that give them independence and freedom. In an renewable 

energy investment context, the community seeks sustainable and financially competitive 

solutions for energy generation and distribution, community empowerment, and freedom to 

influence the decision making process. There are distinctive categories of community: 

community of place based on physical proximity; community of interest in terms of purposes 

and area of focus; virtual advocacy groups that have an ‘oppositional’ sense of identity 

focusing on an issue; and communities of practice denoted by professional workgroups 

(Dunham et al., 2006). It is critical to also consider the communities that are not bounded by 

physical proximity because such communities can bring various benefits for impact investors 

such as increased accessibility to networks and resource exchanges that lead to value co-

creation (Abedin et al., 2019).  

The community’s power is mobilised through advocacy and activism, including energy 

user activism. This power increases as further members, resources, and attention are drawn 



 

83 

 

to the issue. Energy users are part of the community stakeholder group, where their 

preferences for energy efficiency and product labelling are having a considerable impact on 

the development of renewable energy investment (Young et al., 2009). For instance, energy 

users in Europe can choose to buy electricity from retailers with labels such as ‘grey 

electricity’, ‘green electricity’, or ‘electricity produced by domestic wind turbines’ (Mulder 

& Zomer, 2016; Sammer & Wüstenhagen, 2006). A community’s perceived value of 

renewable energy determines its willingness to accept and demand it, thereby determining 

the real and latent market for it, which therefore influences renewable energy impact 

investors. Communities generally have positive affective attitudes towards the adoption of a 

solar energy system where environmental and cost benefits are important influences (Adib et 

al., 2018). However, the community often has no specific knowledge about policymaking 

and by whom the projects can be funded (Chilman, 1953); this information asymmetry 

makes the community a more passive stakeholder, as it is affected by the decisions made by 

other stakeholders.  

The sources of legitimacy can be divided into normative legitimacy, where the 

organisation has a moral obligation of fairness, and derivative legitimacy, where the 

organisation will be potentially affected by the stakeholders (Phillips, 2003). The 

community’s legitimacy is evident in one of the objectives of impact investing in an 

renewable energy investment context, which is to create value for the community. The 

community is not traditionally a legitimate stakeholder because of its limited ability to 

influence organisations and its lack of power, which are frequently conceived as the basis of 

legitimacy (Dunham et al., 2006; Freeman, 1984). Further, the institutional logic of investors 

has traditionally deprioritised communities as stakeholders, with financial risk and return 

being held as the primary parameters for action. Communities are typically further 
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depowered by the information asymmetry described above, as most investors traditionally do 

not engage with communities directly.  

Many communities are affected by critical and chronic environmental problems with 

tangible consequences (Driscoll & Starik, 2004). For the community, environmental 

sustainability is understood as being urgent because of humans’ moral drivers and concerns 

about disrupting the lives of future generations; this endows it with both time sensitivity and 

criticality. 

In addition, communities are the energy users who are considered proximate in the 

shared value chain as consumers. Communities are characterised by geography, interaction, 

and identity (D. Lee & Newby, 1983). The community of place is defined by physical 

proximity; most organisations take into account the influence their actions have on those 

who live in close proximity to their operations (Dunham et al., 2006). Communities are 

affected by investor decisions, especially where weather patterns and local ecosystems may 

change due to climate change or other outcomes of energy production and consumption. The 

community interacts with locally proximate organisations, where the location of the activity 

is often influenced by investors. The investees may be more active than are the investors 

within the communities in which they are located. 

Government 

In the simplest terms, governments represent the public interest by providing public 

services and through legislative and regulatory action. Within this role, and notwithstanding 

dramatic differences across national contexts, political parties seek to build support from 

constituents and various stakeholder groups to retain or gain political power. However, 

stakeholders’ interests can be conflicting such that reconciliation or balancing of divergent 
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interest and coordination according to various influencing factors are needed in 

environmental policies and regulation development (Sheng et al., 2020). Thus, a 

government’s interests as a stakeholder mirror those of other stakeholders, but with a 

broader and more macro-level perspective, with a view to balancing the interests of 

stakeholders and maximising public benefit. In an renewable energy investment context, 

governments are typically seeking reliable energy sources for energy security, tax income 

from businesses, and the ability to meet the carbon emission goals of their international 

treaty commitments.  

Governments wield power by imposing policies and regulations over investors. A 

government’s power is shown through its role as the market maker, through various types of 

regulation. For instance, the government can use policy mechanisms such as feed-in tariffs, 

quotas, subsidies, tax or credit incentives, sales tax exemptions, and green certificate 

schemes to promote the development of renewable energy investment. The development of 

renewable energy investment, in turn, helps the government to meet its carbon emission 

goals, promote local economic growth, and enhance energy security and supply.  

A government’s legitimacy is evident in its contractual relationship with the investor. In 

addition, a government’s legitimacy relates to its authority, which is based on its legal power 

(Uphoff, 1989). As a regulation builder, the government has a crucial legitimate role, with 

both legal and moral rights. The investors are regulated by the government to be responsive 

to stakeholders as regards information disclosure, with corporate environmental reporting 

and embedded environmental standards to promote sustainability (Richardson, 2009). This 

legitimisation of the renewable energy investment can ultimately contribute to an economy 

and society becoming more inclusive and sustainable.  

A government’s authority enhances its urgency by legislating and enforcing the law. 
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This urgency increases as the intensity of environmental regulation rises, with both time 

sensitivity and criticality for the required changes (Neville & Menguc, 2006).  

The government’s proximity is shown in the case of stakeholder embeddedness (where 

an entity is embedded in the other entity), such as an investment fund operating within 

national government jurisdictions (Driscoll & Starik, 2004). Stakeholder embeddedness sets 

the tone of the interaction between the government and the investor. For example, with the 

world’s largest population, China is the largest renewable energy market in the world and 

has both a high demand for energy and a pressing need for new approaches to elevate public 

services in the face of unprecedented social and environmental issues. The Chinese 

Government offers generous policy incentives for renewable energy production and 

consumption, such as solar panel installation and electric cars. Renewable energy subsidies 

can be considered a form of concessionary investment with the purpose of encouraging non-

concessionary investments from institutional investors (Brest & Born, 2013). Such policies 

not only promote renewable energy development and create jobs with green infrastructure 

but also lower carbon emissions and ameliorate climate change for the primordial 

stakeholder, the natural environment (Driscoll & Starik, 2004).  

It is worth noting that one party can sometimes take multiple stakeholder roles. For 

example, social entrepreneurs utilising their own capital otherwise making use of resources 

at hand to promote stakeholder participation can be their own impact investors (Di 

Domenico et al., 2010). Likewise, communities and energy users that install energy 

generation infrastructure (e.g. solar panels on rooftops) are also energy producers.  

Relationships among Stakeholder Groups: Proximity as Connectivity, Multiplicity, 

and Reciprocity 

The original stakeholder salience framework focuses on the political and institutional 



 

87 

 

concepts of power and legitimacy, and the importance of time in the sense of urgency. 

Proximity adds another dimension of the interdependence between business organisations 

and ecological systems (Driscoll & Starik, 2004), which strengthens the model in a 

globalised and electronically interconnected world, but it still fails to take into account the 

relationships and interactions among stakeholder groups. The notion of proximity as 

discussed earlier refers to both physical and conceptual proximity being nearby spatially and 

temporally. While Driscoll and Starik (2004)’s analysis of proximity primarily focuses on 

spatial relationships and network aspects, this paper further theorises proximity in relation to 

connectivity, multiplicity, and reciprocity, which are overlapping concepts used to assess 

interactions and relationships among human organisations. Connectivity, both physically and 

via digital technologies, encompasses the view that stakeholders are interconnected through 

complex relationships, multiplicity and reciprocity further show the directions of their 

relationships more specifically.  

Connectivity 

Connectivity among and within stakeholder groups allows for the interactions that lead 

to stakeholder multiplicity and reciprocity. Connectivity is defined as directional relations 

with capacity for more timely and reliable information exchange, but this does not 

automatically lead to multiplicate and reciprocated relations (Kenis & Knoke, 2002). For 

example, social entrepreneurs and impact investors are often motivated by their connection 

and closeness to, and subsequent compassion for, the social problem they are seeking to 

address (Germak & Robinson, 2014). Modern technology enables stakeholder groups to be 

virtually proximate with ubiquitous connectivity afforded by mobile devices to form 

communities of similar ideas and approaches (Dery et al., 2014). Connectivity with 
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affordable access to networks is essential for human wellbeing with positives impacts such 

as reduced information asymmetries, improved capabilities, and increased economic output.   

The renewable energy sector represents an interesting case for connectivity, as it directly 

addresses climate change where the natural environment clearly forms a stakeholder, as it is 

affected by, and has the potential to significantly affect, an organisation’s activities (Kolk & 

Pinkse, 2007). The connectivity in renewable energy investment is demonstrated in the 

natural environment’s primordial stakeholder status for many impact investors and investee 

organisations. With a broader stakeholder-based approach, impact investors in the renewable 

energy sector have many value-generation objectives including economic, socio-cultural, and 

environmental, where it is fundamental to consider key stakeholders’ needs and their 

connectivity (Lerro, 2011).  

Multiplicity  

The relationships between a specific stakeholder group and the organisation are 

conceived as being independent and dyadic, but the reality is that there exist complex and 

interdependent interactions among stakeholders within the stakeholder network (Rowley, 

1997), also known as stakeholder multiplicity. Stakeholder multiplicity is shown in the 

competing, complementary, or cooperative interactions around a focal organisation (Neville 

& Menguc, 2006). Stakeholder multiplicity can be competing, because stakeholders’ 

expectations are diverse and potentially conflicting, creating tensions that need to be 

managed (Smith & Woods, 2015). But at the same time, stakeholder multiplicity can take the 

positive form to be complementary and cooperative strengthening the salience of their claims 

(Neville & Menguc, 2006).  

The multiplicity among stakeholders is shown in their overlapping interests. While these 
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stakeholder groups do have distinct interests, as discussed, their interests overlap 

significantly. For instance, the effective government should represent the public’s interests; 

therefore, mechanisms exist in most contexts (democratic or otherwise) to ensure alignment 

between a government’s interests and those of their constituent communities. Likewise, 

communities seek a clean and vibrant natural environment; public well-being is directly 

linked to green and/or blue space (Craig et al., 2016), and therefore, the community’s 

interests generally align with those of the natural environment. Similarly, many organisations 

investing in renewable energy investment are motivated by the positive impact brought to the 

natural environment and the community and are highly influenced by the government. As 

with investors, investee organisations give great salience to the natural environment in the 

renewable energy sector because of its legitimacy, urgency, and proximity.  

Multiplicity is also expressed through investors’ relationships with consumers (as part of 

the community stakeholder group), as many impact investors have voiced their concerns 

about the practicalities of impact investing and the need to develop investment strategies to 

overcome trepidations faced by energy consumers (Ormiston et al., 2015). Moreover, recent 

research has developed a multidimensional construct incorporating functional value, social 

value, conditional value, and emotional value to measure consumers’ perceived value 

towards renewable energy, showing that energy users are also driven by social and emotional 

considerations (Sangroya & Nayak, 2017). Other stakeholders, such as (inter)national 

governmental organisations, NGOs, suppliers, customers, and competitors, are putting 

climate change on their agendas as well. These multiplicate relationships are putting 

considerable pressure on investors and investees to reduce greenhouse gas emissions, which 

increases the salience of the natural environment. 
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Reciprocity 

Proximity is also illustrated in reciprocal relationships between stakeholders and 

organisations striving for mutual benefits, where the interactions between stakeholders 

operate with mutual dependence and responsibility (Fassin, 2012). Reciprocity represents the 

bond of society through various expressions in conjunction with exchange relationships such 

as giving-and-taking, and going-and-returning (Bruni, 2008). It is one of the norms that 

constitute the creation of social capital using networks for stronger bonds of trust in the 

community (Fukuyama, 2001). Reciprocity also characterises the trust-based social networks 

in which stakeholders are embedded (Dufays & Huybrechts, 2014). It is expressed through 

trust in communities that enhances the sense of recognition, belonging, and legitimacy, 

leading to improved well-being (Törrönen, 2015). Impact investing embraces reciprocity by 

considering the exchange of value-adding processes between the natural environment, the 

communities in proximity, and the related industry, where the rights and obligations affirmed 

in the investment agreements are enhanced through reciprocity. Reciprocity emphasises the 

joint value creation processes where stakeholders are both recipients and co-creators of value 

through sustainable business models that facilitate stakeholder relationships and value 

exchanges (Freudenreich et al., 2020). Reciprocity guides active impact investing into 

mutually beneficial relationships among stakeholders, and ultimately, leads to reduced costs 

and supply chain risks while also potentially improving profitability. In an renewable energy 

investment context, a government’s supportive policy, such as via incentives to various 

stakeholders involved in the renewable energy sectors, reaps reciprocal and public benefit 

through economic development and carbon emissions reduction goals from renewable 

energy investment projects and renewable energy investment market development.  

However, reciprocity does differ across cultures and refers not only to interactions and 
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interdependency between people, but also emotional and evaluative functions (Törrönen, 

2015). For instance, there is the Chinese notion of giving without the expectation of material 

return based on the power of social hierarchy (Yan, 2013), such that there might be other 

types of exchange (e.g. emotional) or favour involved if not material return. This is 

illustrative of the notion that reciprocity is dependent upon the power relations that exist 

within social contexts. The authors encourage future research to investigate the nuances 

within reciprocity across different cultures to strengthen our understanding of proximity.  

The relationships among stakeholders, between stakeholders and the firm in an impact 

investing context are dynamic and complex, and models for understanding the drivers of 

their salience need to represent this. By exploring how stakeholder proximity can be 

understood through connectivity, multiplicity, and reciprocity this paper brings dynamism 

and interactions among stakeholders to the stakeholder salience model that can then be 

applied to different issues, time, and places (Driscoll & Starik, 2004; Mitchell et al., 1997). 

This paper theorises that the greater the connectivity, multiplicity, and reciprocity, the 

stronger and more stable the stakeholder relationships ceteris paribus, and the more salient 

those stakeholders become. The authors encourage future research with empirical evidence 

to test this claim.  

Stakeholder Salience and Value Creation in Impact Investing 

Impact investors afford greater salience to other stakeholders, as demonstrated in Table 

5 and the analysis above, in terms of Mitchell et al.’s (1997) power, legitimacy, and urgency, 

as well as Driscoll and Starik’s (2004) additional dimension of proximity, where this 

dimension is especially powerful for explicating the position of the natural environment as a 

primordial stakeholder in its own right, above and beyond the benefits it creates for humans. 

In economic terms, the alternative positionality that impact investors take in 
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incorporating the interests of a broader range of stakeholders in their decision making leads 

to the creation of value for those stakeholders, which would ordinarily not occur in 

traditional investment contexts (nor even in some renewable energy investment contexts, as 

discussed above). Many social entrepreneurship scholars, including those concerned with 

impact investing, refer to this value as ‘social value’ (in that social entrepreneurship creates 

social value as well as, but separate to, economic value) or hold that social impact is 

synonymous with social value (cf. Dacin et al., 2011). Social value in social entrepreneurship 

can be a broad term, representing a combination of economic value, reputational value, 

ethical value, positive externalities, and the enhancement of human capabilities (Auerswald, 

2009). The intent here is not to distinguish among different types of value per se, but to 

explore the position of impact investors in regards to value capture versus value creation for 

stakeholders.  

Instead of adopting this dichotomy between economic and social/environmental value, 

we adopt Santos’s (2012) holistic concept of value in terms of the utility to society. In this 

framework, the key distinction is between value creation and value capture (Emerson, 2003; 

Porter & Kramer, 2011; Santos, 2012). Value creation with a stakeholder approach requires a 

broader and longer-term view to recognise and reconcile the differences among the 

stakeholders (Lepak et al., 2007), whereas value capture is often understood as the profit 

appropriated by the firm as determined in a transactional or bargaining relationship 

(Bowman & Ambrosini, 2000). This is similar to the traditional cultural perspectives with 

humanistic value-orientations concerning both fellow humans and the natural environment 

that leads to holistic sustainability (Yang et al., 2015). Our proposed characterisation of 

impact investors is those who have a predominant focus on value creation rather than value 

capture, in contrast to the focus of traditional investors (Santos, 2012). This does not 
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necessarily lead to lower financial returns, as when stakeholder interests are aligned with 

market forces or are driving them, performing at or above market norms is achievable.  

Impact investing demonstrates both market orientation and social value creation. Here 

we build value creation as an integrated framework to incorporate stakeholder salience and 

the practical criterion of intentionality, additionality, measurability, answering for whom the 

value is created. Actors in renewable energy investment as impact investing need to have 

both social and market competencies to create value for their stakeholders. Instead of a 

unidirectional transfer of value from impact investor/investees to the communities and the 

wider society, true impact investing is a source of shared value creation. The renewable 

energy sector embodies the tensions between creating competitive advantages with market 

orientation and creating social value such as energy poverty reduction with substantial 

environmental impacts (Sengupta et al., 2020). By extending Santos’s (2012) concept from a 

social entrepreneurship framework to an impact investing context, this paper shows that the 

greater salience afforded to a broader range of stakeholders equates to a strategy that focuses 

on increased value creation while intentionally allowing a disproportionate amount of that 

value to be captured by other stakeholders. Thus, the stakeholders are not merely managed as 

a strategic function but they are actors whose interests shape the parameters of genuine 

impact investing. Therefore, the authors contend that impact investing is delimited not only 

by intentionality, additionality, and measurability – which arguably leaves little room for 

theory building – but also by the intentional creation of value for a broader set of 

stakeholders than is possible in traditional investment, where there is an emphasis on 

maximising the value captured by the investors. The nature of this value is informed by the 

stakeholders’ enhanced salience, a positionality that is desired by impact investors and is 

aligned with their purposes.  
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The impact investing context is therefore delineated by value creation for both human 

and non-human ecological stakeholder groups, with a further emphasis given to the variable 

of proximity which justifies the natural environment as a legitimate stakeholder in impact 

investors’ decision making process. We, therefore, contribute to the conceptual 

understanding of value creation for stakeholders with the development of the salience 

dimension, proximity, where other researchers in impact investing could use to set the 

parameters for future academic and practical enquires. We also suggest that impact investors 

seek to have different priorities in regards to salience dimensions than traditional investors. 

Namely, they place more weight on the attributes of proximity and urgency in this 

framework compared to traditional investors’ which focus more on power and legitimacy. 

This serves as a platform for further investigation of salience levels as a basis for 

contrasting impact investing and traditional investment to further clarify the field and 

establish greater conceptual and theoretical grounding. 

Conclusion 

The goal of this paper is to offer a conceptualisation of impact investing based on the 

theory of stakeholder salience and the premise of intentionally creating value for a broader 

set of salient stakeholders. By clarifying, theoretically and practically, the overlaps in these 

fields, this paper seeks to make initial steps toward a normative theory of stakeholder 

salience in impact investing by extending the attribute of proximity. Utilising the domain of 

renewable energy investment to illustrate the challenge of delineating impact investing from 

broader responsible investment activity we explicate the necessary conditions for an 

investment to be considered impact investing. In considering these dynamics, the differences 

between impact investing and traditional investment in stakeholder salience and the logics of 

impact investors make it clear that while the renewable energy investment sector is a 
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naturally fertile one for impact investing, renewable energy investment and impact investing 

are not synonymous.  

We use the renewable energy investment context for this conceptual analysis because, 

without theoretical subtlety, all investment activity in this context could be argued as being 

impact investing. In addition, renewable energy investment is an important field of practice 

and scholarship that requires reconciliation with impact investing for the betterment of 

resource allocation and knowledge generation, respectively. Renewable energy investment’s 

role in addressing climate change alone places it as one of the most important spheres of 

economic activities. Its growth and integrity in delivering environmental and social impact 

should not be left to the market forces that have created the existential threat to which it is a 

response. Conceptual accuracy and theoretical rigor are therefore important, especially for a 

field that challenges our assumptions about the role of investment and financial services in 

the global economy. Policymakers and market and non-market actors require a sound and 

coherent knowledge base upon which to act.  
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Chapter 4: Methodology  

The real methodological rigour is in defining the key concepts in this thesis carefully, in 

ways that faithfully reflect the researcher’s philosophical perspectives on the world. 

Appropriateness and applicability of the methodology and selection of methods for this PhD 

thesis are discussed in this Chapter. The methodology and research design outlined below 

describes the approach to investigating the impact investing decision making process in the 

renewable energy investment context. Addressed first is the paradigmatic stance, followed by 

the research design rationale, data collection methods, then the analysis and reflectivity, and 

finally, the methodological fit.  

The paradigmatic and methodological approach 

Paradigms influence how knowledge is studied and interpreted, and it can serve as the 

basis for subsequent choices regarding methodology, methods, and research design 

(Mackenzie & Knipe, 2006). The ontological question is concerned with ‘what is the form 

and nature of reality?’, and the epistemological question is interested in ‘what is the 

relationship between the knower to the would-be knower?’ (Guba & Lincoln, 1994, p. 108). 

The ontological position taken by this research is constructivist, and the epistemological 

orientation is interpretivist, where the world of reality and situation-specific meanings are 

being constructed by social actors through complex processes of social interaction 

(Schwandt, 1998). The constructivist/interpretivist paradigm believes that social reality is not 

a given and focuses on particular situated actors who compose meaning out of events and 

phenomena (Locke, 2001). Therefore this research is situated from a constructivist/ 

interpretivist point of view whose concern is with subjective reality.  

This research project was undertaken in an abductive manner, meaning that reasoning 

based on previous theories facilitates the formulation of explanatory propositions and at the 
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same time develop new theoretical contribution in a logically structured way. It is generally 

accepted, although not necessarily, that quantitative hypothesis-testing researcher uses 

deduction, while qualitative researchers use induction. Different from these two traditional 

modes of reasoning, abduction seeks a situational fit between observed facts and rules 

(Timmermans & Tavory, 2012). Abduction is suitable for ill-defined problems, 

complementing induction and deduction while finding new knowledge (Taylor, Torugsa, & 

Arundel, 2018). Therefore, abduction is the most suitable reasoning for the field of impact 

investing decision making research, as an emerging phenomenon.  

 

Figure 1. Abduction research process, adapted from (Taylor et al., 2018). 

Inspired by an empirical project using abduction in non-profit research (Taylor et al., 

2018), this thesis’ abduction process starts with theoretical observation and analytical 

framework development. Step 1 to step 2 represents the deductive abduction phase. During 

this phase, I cultivated my theoretical sensitivity by looking into the theories and concepts 

that can be used to understand the impact investing decision making process. These concepts 

and theories include bounded rationality (Kahneman, 2003; Simon, 1986), instrumental 

stakeholder theory and stakeholder salience (Jones, 1995; Mitchell, Agle, & Wood, 1997), 

ethical sensemaking (Thiel et al., 2012; Weick, 1995), renewable energy investment decision 

Step 1: Theoretical observation and analytical framework 
development

Step 2: Ground the phenomenon in context

Step 3: Practical investigation 

Step 4: Practice-theory iteration
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making in the field of behavioural finance (Masini & Menichetti, 2012, 2013), institutional 

logics (Thornton et al., 2012; Thornton & Ocasio, 1999), and entrepreneurial identity (Stets 

& Burke, 2000; Żur, 2020). To ensure sufficient flexibility in the research process, the first 

three chapters and associated articles have mainly explored these concepts theoretically 

based on existing literature, the remaining chapters examine these concepts and theories with 

different levels of analysis based on the empirical data and research findings.  

Step 3 to step 4 illustrates the inductive abduction process. During this process, the 

researcher generates concepts with an iterative process similar to grounded theory (Corbin & 

Strauss, 1990). Substantive theory consisting of well-established categories based on the 

qualitative data are proposed. The choice of the abductive research process is based on the 

recognition that impact investing is an evolving filed receiving scant theoretical 

development. Constant comparison and theoretical sampling in the inductive abduction 

process are used. The constant comparison means the research process is iterative rather than 

linear, which is the opposite of the positivist assumptions where a clear distinction between 

data collection and analysis exists (Wagner et al., 1968). In theoretical sampling, possible 

theoretical leads were culled and narrowed by ongoing interpretation to capture emerging 

categories (Timmermans & Tavory, 2012; Wagner et al., 1968). This research project aims 

to build an abductive model of renewable energy investment decision making practice that is 

grounded in the data with qualitative rigour allowing for a more flexible research process 

(Gioia et al., 2013), and revisiting the areas where interview accounts support and/or conflict 

with a proposed theoretical framework.  

As mentioned earlier, renewable energy investment decision making is an emerging 

phenomenon and a nascent field of study with no solid core of theory or data. The research 

process therefore does not start with hypotheses testing, but instead with an open question 
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and a general research interest (Gioia et al., 2013). Located in the interpretivist/constructivist 

paradigm, the qualitative interview is utilised as the primary data collection method. Table 6 

offers an overview of the assumptions under the constructivist/interpretivist paradigm and its 

application in this research project.
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Table 6: Assumptions under the constructivist/interpretivist paradigm with application to this research project. Adapted from: Bryman and Bell (2011), Creswell (1994), 

(Guba & Lincoln, 1994), Newth (2015). 
Framework Meaning Constructivist/Interpretivist paradigm Implications/adopted approach for this study 

Ontology The study of the nature of reality (being) Social phenomena and their meanings are continually being generated 

through social interaction, and in a constant state of revision  

Understanding of renewable energy investment decision making from an SII perspective 

requires an understanding of how renewable energy investors interact with their immediate 

social environment and the broader economic, social, and institutional context. 

Epistemology The study of knowledge (knowing)  The researcher interacts with those being researched  Interaction during research is used to gain an understanding of the renewable energy investment 

decision making phenomenon, its perceived role in social innovation. ‘Understanding’ includes 

the various factors and their influence on the renewable energy investment decision making 

process. Knowledge is co-created between the researcher and participants.  

Axiology The study of the nature of values Value-laden and biased  Reflexive awareness is required of the researcher’s beliefs about renewable energy investment 

decision making. This influences the researcher’s perceptions and actions, and colours the data 

generated. 

Rhetorical The language and expression of the research  Use of accepted qualitative words The language is impersonal, but the first person is used where appropriate. Interview data will 

be interpreted concerning its context and analysed in terms of the research questions. The 

language of the industry is acknowledged and used at times by the author to ‘colour’ the results 

and analysis. 

Research 

Philosophy 

Philosophical stance informing the methodology and 

thus providing a context for the process and grounding 

its logic and criteria 

Understanding and interpretation of the meaning of lived experiences 

(Lincoln & Guba, 2009)  

Explorative approach guided by concepts and theories in behavioural economics, management, 

and renewable energy investment-decision making literature. Particularly, bounded rationality, 

renewable energy investment decision making in the field of behavioural finance, behavioural 

reasoning theory, institutional isomorphism, and stakeholder salience.  

Methodology The process of research  • Abductive process 
• Context-bound 
• Levels consideration  

• Research context in China 
• Individual as the unit of analysis  
• Iterative abduction process 
• Co-constructed understanding 

 
Methods Data collection  How data is obtained  • Document analysis 

• Semi-structured interviews with key informants 
•  

Data analysis  How data is analysed  • Thematic analysis using NVivo 12 
• Axial coding 
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Design rationale 

As a project aiming to understand the impact investing decision making process in the 

renewable energy sector, the methodology of this project has been designed to gather data 

from a diverse set of individual renewable energy investment decision-makers’ perspectives. 

Qualitative method is best suited for answering the research questions due to its emphasis on 

the shifting ways individuals interpret their social and economic world. As discussed in 

Chapter one, geographical location including social-cultural context, renewable energy 

investment policies, and environmental factor influence renewable energy investment 

decision making. To contribute to a contextualised understanding of impact investing 

decision making process in the renewable energy sector, this thesis uses Mainland China as 

the focal geographical location.  

China has been chosen as the research context because of its rapid development and 

leading role in renewable energy investment, its need for sustainable energy source shift, the 

value of the dataset itself, and the researcher’s skillset. Firstly, according to the Bloomberg 

New Energy Finance, global renewable energy investment remains volatile with developed 

countries as the significant renewable energy investment contributors, while renewable 

energy investment in developing countries is growing at a much higher rate (Louw, 2018). In 

the latest report published by Frankfurt Scholl of Finance and Management, the UNEP, and 

Bloomberg New Energy Finance, China, India, and Brazil, which are categorised as the ‘big 

three’, lead over other developed economies in 2017 in renewable energy investment (Angus 

et al., 2018). China has been particularly remarkable with continuous growth since 2011, 

surpassing the US and the EU since 2013 (The International Renewable Energy Agency & 

Climate Policy Initiative, 2018). Chinese renewable energy investment has reached a record 



 

              

102 

 

 

of $132.5 billion in 2017 (Louw, 2018). China is also the largest investor in renewables 

overseas with a $32 billion budget (Jiang & Woetzel, 2017a). Secondly, as the world’s largest 

emitter (Global Carbon Atlas, 2016), China, is in serious need for new approaches to 

elevating air quality in the face of unprecedented social and environmental issues with the 

world’s largest population. Renewable energy investment would help to build a more 

inclusive and sustainable economy and society in China. Thirdly, while there are many 

studies on renewable energy investment in the US and Europe, China is under-researched 

and will offer a novel perspective on this topic. Lastly, the researcher herself is from 

Mainland China, speaks native Mandarin and has the relevant professional networks in the 

Chinese renewable energy investment sector. Data from Mainland China as one distinctive 

context offers a valuable perspective on the renewable energy investment decision making 

rationality.  

Now that the research context is decided, I will discuss the single case study method 

used for the final article in Chapter seven. The use of a case study in exploratory research is 

widely supported (Feagin et al., 1991; Yin, 1993). It is argued that case study is not in fact a 

methodological choice, but rather a choice of what is to be studied, where the researchers are 

primarily concerned with the case itself (Stake, 2005). A case study catches the particularity 

and complexity of a single case when itself is of very special interest (Stake, 1995). 

Therefore for the final article, this thesis zooms in to focus on a single case of a renewable 

energy social enterprise to study the founder’s identity formation and journey towards 

freedom. The use of a single case study fits the research questions and aligns with the 

research aims outlined earlier. Detailed methods and the appropriateness of a single case 

study are discussed in Chapter seven.  
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Data collection methods  

This thesis pursues an exploratory interview study in order to gain insights into 

renewable energy investment investors’ decision making process. As one of the primary data 

collection tools in qualitative data collection, an interview is one of the most powerful ways 

to answer experience-type research questions (Punch, 2005). Interviews with well-informed 

respondents can provide valuable insights and prior history of a situation, helping the 

researcher to identify other relevant sources of case study evidence (Yin, 1994). 

Additionally, most studies in the impact investing literature with primary data tend to use 

interviews to gather insights of the sector from the point of view of professional impact 

investing practitioners (Lazzarini et al., 2015; Ransome & Sampford, 2010). Among many 

types of interviews, the semi-structured interview is adopted to suit the situation of this 

research, as it aligned with the research aim and questions, allowing defined themes and high 

flexibility. By employing semi-structured interviews as a qualitative mode of enquiry, this 

research attempts to illuminate themes around renewable energy investment decision 

making.  

I conducted 26 semi-structured interviews between May 2019 and September 2019. The 

number of 26 interviews for articles in Chapter five and Chapter six achieved a point of data 

saturation, where performing more interviews is unlikely to reveal new themes that have not 

already emerged in previous interviews (Glaser et al., 1968). Interviews were conducted in 

either Mandarin or English, depending on the interviewee's preference. Most of the 

interviews were face-to-face. However, when travelling was not possible, video interviews 

were used (only two out of the 26 interviews). The mix of in-person and video interview data 

are of high quality and do not influence the analysis. For the final article on social 
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entrepreneurs' identity and freedom, follow-up zoom interviews were conducted in April and 

June 2020 during the global pandemic.  

The sampling was designed to gather data from a diverse set of individuals. The 26 

research participants are renewable energy investment investors and leaders (CEOs, 

directors, and senior managers) as individuals in three different sectors in China. They are 

selected individual stakeholders with high levels of relevant knowledge and experience in 

the renewable energy investment field. Renewable energy investment investors are defined 

in a way to include both lenders and investors, from the public, private, and social sectors, 

such as state or private utilities companies, energy companies, state or commercial banks, 

and foundations. Government agencies can be renewable energy investment decision-makers 

as well because renewable energy investment funds can sometimes be part of the 

government’s initiative (e.g. New Zealand Green Investment Finance Ltd). The following 

table shows the renewable energy investment decision-makers from the three different 

sectors.  

Public Private Social 

• Government agencies 

• State-owned power 
generation enterprises 

• State banks 

• Venture capitalists and 
private equity funds 

• Renewable energy 
companies 

• Traditional energy 
companies (oil & gas) 

• Commercial banks 

• Foundations 

• Intergovernmental 
organisations  

• Hybrid organisation 
(social enterprise) 

Table 7. Investors from three different sectors. 

The research participants came from 24 different organisations and eight types of 

renewable energy-related organisations: commercial companies, SOEs, social enterprises, 



 

              

105 

 

 

NGOs, banks (both commercial and development), government agencies, energy advisory 

firms, and intergovernmental organisations. Most interviewees were based in Tier-one cities, 

including Beijing, Shanghai, Shenzhen, Guangzhou, and other major cities in Central China 

(see Appendix C for more details).  

As mentioned earlier, research participants are experts and leading practitioners in the 

renewable energy investment field. These research participants are identified from publicly 

available sources such as organisations’ websites, impact investment associations, and the 

researcher's own networks. I was aware of China-related contextual factors, with a sound 

understanding of the local institutional and cultural norms. For example, Chinese relational 

dynamics and guanxi directly influence data gathering in China and the authenticity of the 

answers to the research questions (Yin & Quazi, 2018). These complexities were taken into 

consideration during the research design process. For instance, the approach of directly 

inviting participation from government officials and senior managers was considered 

unlikely to be successful because of the lack of reciprocity between the researchers and 

research participants. Therefore the indirect snowballing technique is integrated into this 

process. This thesis adopted a snowballing approach, with referrals through a researcher-

developed guanxi tree (tree of connections); this is the preferred method of data collection in 

China, accessing and utilising the connections among people (Kriz et al., 2014). Invitations 

to participants were sent through the researchers’ professional connections, as well as 

through prominent professors from top universities in China to their industry connections 

and former students through two or three layers of referrals. 

During the interviews, the line of conversation is not limited to the prepared questions, 

allowing the researcher to add or change the questions as the interview develops. In terms of 
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timespan, I focused on the research participants’ experience within the past five years and 

their future renewable energy investment plans. The interview questions are organised 

around the participants’ background, their a priori beliefs, perceptions of renewable energy 

investment in China (knowledge), decision making process (reasons and objectives), 

perceptions of institutional influences, stakeholder interaction, and investment portfolio, 

which can be found in Appendix A, the interview protocol. The interviews are semi-

structured, allowing emergent lines of inquiry to be explored during the interview. 

The power relationship between interviewer and participant may shape the interviewing 

data, and it is essential to be aware of the exploitative potential of interviews. There is 

potential for the researcher to lose control of the interview when interviewing people who 

occupy greater power in the societal hierarchy (Odendahl & Shaw, 2001). As a young female 

PhD student, interviewing higher-status individuals gives rise to potential vulnerabilities and 

challenges with gaining access, acquiring trust, and establishing rapport (Mikecz, 2012). In 

order to avoid participants dominating the interview, I prepared my knowledge of the 

interviewee’s profile and the associated organisation’s background to anticipate the ways to 

manage the power dynamics situation of the interview in advance to enhance my 

positionality (Mikecz, 2012). 

Data analysis and reflexivity 

The qualitative rigour of this research project is seen in the abductive analysis with both 

deductive and inductive abduction. I went into the field with the deepest and broadest 

theoretical base possible and reshaped the theoretical scope during the research process 

(Timmermans & Tavory, 2012). The process of moving from raw data to emergent theory is 

done in a credible fashion with the detailed explanation of the inductive abduction of 
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categories, themes, dimensions, and their dynamic interrelationships (Gioia et al., 2013). In 

order to produce theoretical contribution, the grounded themes and dimensions are linked 

back to the illustration of the theoretical concepts in Chapter two. This whole data analysis 

process aligns with the recursive and iterative nature of the abductive analysis.  

Data took the form of interview transcripts, organisational documents, and media 

reports. Thematic analysis is used as the method to look for themes of meaning in the data. 

This research project follows the guideline of six phases of analysis offered by Braun and 

Clarke (2006a). The first phase is familiarising myself with the depth and the breadth of the 

data through the data collection process (interview), transcribing, reading, and rereading. All 

interviews are audio-recorded and fully transcribed in verbatim style to provide a more 

complete and precise rendering of the interview data. In order to prepare the audio record for 

further qualitative analysis, it is essential to ensure the transcripts are thorough and of high 

quality (Clarke & Braun, 2013). I also hired a professional transcriber for some interviews 

while doing some myself (mostly Chinese interviews as the researcher is bilingual with 

advanced translation skills). The transcription procedure took a great deal of time. However, 

it was valuable for me to be re-familiarised with the whole interview narratives, to identify 

different themes about the topic, and to detect answers that could be pursued further or 

clarified. In order to identify the implicit meanings of literal content and potential themes, 

and possible interpretations, I read the transcripts several times in an interpretive and 

reflexive manner. Concurrently, I examined other relevant documentation such as internal 

reports recommended by the research participants6 to supplement my understanding of the 

 

6 During the interview, I asked the participant if they have any relevant documents that they could share with me. This can be found in 
Appendix A, question 21 in the interview protocol.  
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interview scripts. During the familiarisation stage, I was able to gain an overview of the 

depth and diversity of the data.  

Techniques of axial coding was used to construct emergent themes from interview data 

using NVivo 12 software to support the coding process. Regarding language barriers and 

difference, I used the Mandarin version of NVivo 12 for coding and translated the final 

codes and themes into English to minimise the misrepresentation of meanings between 

Mandarin and English. I used the most appropriate translation with a detailed explanation, as 

some terms in Mandarin might not match an exact word in English. The initial codes from 

the data are then be generated. I re-coded the transcripts a second time, which yield an 

expanded set of themes with new insights with the benefit of additional temporal distance 

from the data collection process. These initial codes were later collated into potential themes. 

I then reviewed and defined the themes with ongoing analysis.  

It is argued that reflexivity is a human capacity shared by all theorists and their subjects 

of study with many kinds and levels (Holland, 1999). Reflexivity entails researchers to 

notice, evaluate, and be suspicious through thinking about their thinking (Johnson & 

Duberley, 2003). Reflectivity is indicated as circular movements within, across, around, or 

beyond paradigms, which is shaped by metaphors (Holland, 1999). Upon reflection, the 

semi-structured interview approach is best situated in the metaphor of local accomplishment 

under localism, which breaks with conventional ideas on neopositivism and romanticism, 

where neopositivism is managed through strict interview procedure aiming to establish a 

context-free truth, and romanticism is managed through empathy aiming to promote human 

interaction by building rapport and trust (Alvesson, 2003). This is because this interview 

approach is neither wholly objective nor based on human interaction. The researcher will 
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need to build trust relationships with the research participants in advance to schedule 

interviews. The interviewees are leaders in the field with various backgrounds, which make 

the collective responds and messages more neutral with a relatively transparent research 

process. As with many other qualitative research data collection techniques, interviews are 

subject to common problems of bias, such as interviewee’s personal perception or intuition, 

poor articulation. With triangulation, the problem of construct validity is addressed, as 

multiple measures of one situation can be achieved by multiple sources of evidence (Yin, 

1994). The reliability and validity of the interviews are corroborated with data from other 

sources. During the data analysis stage, I critically interpreted the interview data and linked 

the content with other available publications to draw out the main points of different 

patterns. 

Ethical consideration  

Ethical implications are pertinent in both quantitative and qualitative research, and 

research involves human or not (Guillemin & Gillam, 2004). Therefore, being ethically 

aware and finding appropriate ways to manage ethical issues before conducting research are 

essential. This research project involves human participants, and the ethics application has 

been approved by The University of Auckland Human Participants Ethics Committee 

(UAHPEC) on 15th February 2019 for three years. I have taken careful consideration of 

professional integrity, relationships with research participants, confidentiality and anonymity, 

voluntary participation and informed consent, the right to withdraw, social and cultural 

sensitivity, data storage and archiving, distribution and publication of research. However, 

there are many apparent limitations of codes of ethics provided by professional associations, 

as these codes cannot guarantee the appropriate research practice. Therefore, I used the tool 
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reflectivity argued by Guillemin and Gillam (2004) to guide the day-to-day research practice. 

Reflectivity is an active process which ensures rigour and ethical research practice by 

scrutinising, reflecting, and interrogating the data, the researcher, the participants, and the 

context (Guillemin & Gillam, 2004). The following measures have been taken based on 

UAHPEC’s principles.  

Informed Consent: According to the autonomy principle, participants need to have the 

ability to freely consent to participate and to be provided relevant information about what the 

research is about and participation entails. Participations are informed in the Participant 

Information Sheet that participation is voluntary: they are under no obligation to participate, 

and they may withdraw their participation or not answer questions. In the consent form, 

participants are required to acknowledge they have had the opportunity to pose questions to 

the researcher and to receive answers to their satisfaction. Additionally, interviews do not 

occur as part of the formal participation of any organisation with which participants are 

associated. Participants could instead choose to participate independently, thus reducing the 

likelihood of their consenting due to some institutional pressure.  

Confidentiality and privacy: Protection of the identity of participants is one of the 

primary considerations in ethical codes. One type of unwanted exposure that may befall 

participants is their being identified by the readers. The researcher took careful measures to 

anonymised participants’ identities. As part of the anonymization process, the researcher 

consulted with the primary investigator and co-investigator about contextual information 

provided in the thesis, determining on a case-by-case basis whether too much information is 

being revealed. The researcher errs on the side of caution, disclosing less background 

information about the participants. It is worth noting that participants do have the option 



 

              

111 

 

 

available to them to approve transcripts from interviews, thereby having the opportunity to 

screen out information gathered that they feel may compromise their identity. Furthermore, 

all participants during their interviews had the chance to specify how they would like to be 

anonymously described in published materials for attributions purposes. The one exception 

to this is in Article five, Social Entrepreneurs’ Identity Formation and Practices of Freedom: 

Sources of Identity and Identity Work towards Freedom, where the social entrepreneur is 

identified and the quotes attributed to her and her employees. This was done with explicit 

permission.  

Avoiding discomfort while audio recording: The non-maleficence principle indicates that 

participation should not cause discomfort or distress to participants. To address this issue, the 

researcher emphasised to participants that they are under no obligation to reveal information 

about organisations for which they have been or currently are associated with. The researcher 

reminded participants that they should abide by relevant regulations and non-disclosure 

agreements in place with such organisations, thereby avoiding any ambiguity about whether 

they are being pressured to engage in the unethical activity. Another measure is that both the 

Participant Information Sheet and the Consent Form emphasise participants are under no 

obligation to answer any question and that they may withdraw at any time. The researcher 

also took care to avoid questions that may cause distress or discomfort.   

In summary, I ensured that all the participants had a chance to pre-read the consent form; 

they were pre-warned and asked if the interviews could be recorded; they were informed that 

the recording of the interview could be stopped at any time on request and that they could 

withdraw at any time from the research; they were given the opportunity to choose the 

location, day, and time of their interview. To meet confidentiality, once collected, data is 
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transcribed and stored on a password-protected computer, and only the people involved in 

the project have access to the research data.
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Methodological fit  

The theoretical imperative is aligned with the most suitable method to answer the 

research question to achieve an internal consistency of this research project. Impact investing 

decision making represents a novel phenomenon, which needs more understanding and 

development. As a nascent field of academic research, renewable energy investment decision 

making lacks established theoretical or empirical paradigms. Aggregated public datasets 

simply do not exist yet, and some relevant databases such as Dow Jones Sustainability Index 

and Social Impact Investment Taskforce do not include emerging economies. According to 

Edmondson and McManus’ (2007), theory-methodology fit analysis, unexpected issues may 

arise from the collected data and hypothesising specific relationships between variables is 

often avoided when studying an immature theory. Thus, there is no formal hypothesis testing 

or statistical analysis of the variables. Regarding other parameters, the research questions are 

open-ended inquiries, the data collected is qualitative in nature, data collection methods are 

primarily semi-structured interviews, new constructs are employed, and themes are identified 

during the data analysis process using thematic content analysis method. The contributions to 

the scholarly conversation are suggestive theoretical insights and recommendations on future 

research topics generated from the study instead of conclusive results often found in mature 

fields.  

This research project also involves a certain level of triangulation. While a qualitative 

research strategy is adopted, complementary quantitative analysis of investment quanta and 

investment outcome was also included. Between the two types of methods of triangulation 

defined by Jick (1979), this research applies ‘within-method’ approach, which incorporates 

multiple techniques within the qualitative method to enhance internal validity. The fitting 

process is, however, repetitive, involving feedbacks, rethinking, and revision at all stages of 
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the research project (Edmondson & Mcmanus, 2007). This type of triangulation allows the 

researcher to acquire rich and detailed data to answer the research question over the course 

of the study.  

The methodology choices align with the research aim which is to understand the 

construction of impact investing decision making process from the most relevant theoretical 

perspectives. The two articles in chapter five and chapter six utilise in-depth interviews with 

research participants by extending concepts of ethical sensemaking and institutional logics. 

Chapter seven uses a single case study to understand the social entrepreneur’s identity 

formation and identity work.  
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Chapter 5: Ethical Sensemaking in Impact Investing 
 

Chapter five empirically explores impact investing within the renewable energy sector. 

Drawing on ethical decision making and sensemaking, this article contributes to an enhanced 

understanding of the complex ethical sensemaking process of impact investors when facing 

disruptive events and situations. Addressing the ethical tensions faced by impact investors 

with mixed motives, this study investigates the way decision makers use context-specific 

reasons to make sense of and shape the renewable energy investment process. This 

represents an initial attempt to understand ethical sensemaking in impact investing made 

within the renewable energy sector using a multi-stakeholder approach. The findings show 

that prosocial, personal, reputational, and economic motives are the main drivers of 

renewable energy investment, with prosocial and personal motives being value-based, and 

reputational and economic motives being evidence-based. This Chapter finds three different 

modes of ethical sensemaking (pragmatic, retrospective, and forecasting), allowing for the 

construction of the four motives noted above. These motives are based on the context-

specific reasons of impact investing decision makers in the renewable energy sector. This 

article contributes to the academic discourse on ethical sensemaking with some key 

processes involved in ethical decision making, and a better understanding of the underlying 

motivations of impact investing in the renewable energy sector.  
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Ethical Sensemaking in Impact Investing: Reasons and Motives in the Chinese 
Renewable Energy Sector7 

Introduction 

Impact investing, considered a subset of socially responsible investment or ethical 

investment (Sparkes & Cowton, 2004), reflects investors’ growing consciousness of the 

positive and negative social and environmental impacts of businesses (Ransome & 

Sampford, 2010). Although the literature does not provide a consensus with regard to a 

definition for impact investing (Höchstädter & Scheck, 2015), a widely used definition sets 

out impact investing as an investment made with the intention to generate positive, 

measurable social and/or environmental impacts alongside a financial return (Global Impact 

Investing Network [GIIN], 2019; Hebb, 2013). A recent report estimated that the global 

market for impact investing has conservatively reached US$502 billion in assets, managed 

by over 1,340 organisations (Mudaliar & Dithrich, 2019). Impact investing is a promising 

field, attracting interest from academia, governments, non-governmental organisations 

(NGOs), commercial companies, foundations, and other types of organisations and 

individuals. The dominant ideas in this area are related to standardised solutions, data, and 

measurement to inform decision making, and self-sufficient, scalable social businesses 

(Hehenberger et al., 2019). Publications on the topic of impact investing come from diverse 

perspectives but are largely descriptive, lacking a substantial core of theory and data (Alijani 

& Karyotis, 2019; Daggers & Nicholls, 2016; Nicholls, 2010). 

This article considers the critical role that sensemaking plays in the ethical dimension of 

impact investing decisions. In the face of unprecedented social and environmental issues 

 

7 Accepted by the Journal of Business Ethics, in press. 
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such as climate change and public health, and the rise of impact investing and socially 

responsible investment to address these challenges, it is critical that we examine the ethical 

dimensions of impact investing, not just the strategic dimensions, in order to maintain the 

integrity of this movement. Ethical decision making is complex and dynamic, operating at 

the nexus of competing discourses and interests that involve actors’ active processing of 

information. Individuals vary in their capacity to engage in ethical decision making, where 

competent ethical decision makers must have the ability to retrieve, reflect, evaluate, 

synthesise relevant information (Connelly et al., 2004). Ethical sensemaking is a valuable 

approach for ethical decision making (e.g., Brock et al., 2008; MacDougall et al., 2015; Thiel 

et al., 2012). Sensemaking refers to the process through which people work to understand 

issues that are ambiguous and violate their expectations, which involves bracketing cues 

from the environment and creating meanings through interpretations and actions (Maitlis & 

Christianson, 2014). The shift, from traditional investment practices that promote investors’ 

value capture behaviours to one that emphasises value creation for a broader set of 

stakeholder groups (Santos, 2012), frequently requires impact investors to engage in ethical 

sensemaking (Sonenshein, 2009) 

Impact investing spans a wide array of asset classes, including infrastructure and clean 

technology (Hebb, 2013). Half of the impact investors surveyed by the GIIN reported 

‘affordable and clean energy’ as a major target activity (Mudaliar & Dithrich, 2019). 

Renewable energy investment can be seen as a systemic type of impact investing with a mix 

of the motives that create blended value (Nicholls, 2010). Renewable energy investment’s 

core business processes represent an integrated achievement of economic, environmental, 

and social outcomes, where involved renewable energy organisations develop sustainably 

themselves and also contribute to the sustainable development of society as a whole 
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(Schaltegger & Wagner, 2011). Renewable energy investment has the potential to not only 

generate financial returns, replace fossil fuels, and mitigate greenhouse gas emissions but to 

also address pressing social issues such as energy security enhancement, improved health 

and environmental impacts, employment and regional development, energy poverty 

alleviation, and social cohesion (Delrio & Burguillo, 2008; Intergovernmental Panel on 

Climate Change, 2014; Ürge-Vorsatz & Tirado Herrero, 2012). A substantial level of 

investment in renewable energy is required to realise this potential. However, since 2016 

investment in renewable energy and energy efficiency has declined globally, as well as in 

China (the world’s largest emitter of greenhouse gases), with severe implications for 

emissions growth and the ability to achieve global climate goals (Korsnes, 2019; Lee & 

Zhong, 2014; Varro, 2018; Zhai & Lee, 2019).  

Despite the complementarities between impact investing and renewable energy 

investment, the literature on these two subjects has remained largely separate. Much of the 

research on renewable energy investment has focused on the economics of energy systems 

by adopting the assumption of full rationality and cannot adequately explain renewable 

energy investment nor identify barriers to renewable energy adoption (Şener et al., 2018; 

Safarzynska & van den Bergh, 2011; Yuan et al., 2011). Nevertheless, there is mounting 

evidence of the influence of non-financial factors on investor decisions, such as personal 

experiences and familiarity with renewable energy, regulatory and institutional contexts, and 

risk appetite. An emerging stream of renewable energy investment literature calls for a 

broader socio-psychological understanding of renewable energy investment research (Masini 

& Menichetti, 2013; Safarzynska & van den Bergh, 2011; Sovacool et al., 2015; West et al., 

2010).  

In behavioural economics, the concepts of self-interested and utility-maximising agents 
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as homo-economicus have been challenged by many social scientists who have drawn on 

social preferences and bounded rationality to suggest more-nuanced behavioural models that 

could account for the socio-cultural and contextual factors that are required (Fehr & 

Fischbacher, 2002; Kahneman, 2003; Simon, 1986). Far from being single-agent techno-

economic evaluations of investment alternatives, renewable energy investment and impact 

investing often unfold at the complex intersection of various types of stakeholders, including 

private firms, local communities, state actors, and foundations. Local context and investment 

policy are likely to be important, underscoring the need for qualitative and empirical 

research in regions outside of Europe and North America; currently, these regions are under-

represented in the literature (Şener et al., 2018). This is especially relevant to the Chinese 

context, which has the highest level of renewable energy investment internationally, with 

over 45% of the global total in 2017 (Louw, 2018). Therefore the research context of this 

study is China, enabling us to elucidate the issues concerning decision makers in the face of 

complex situations and uncertainties within one relatively homogeneous social-economic 

environment.  

This article increases the understanding of impact investing decision making processes 

in the renewable energy sector, adopting the concept of ethical sensemaking in order to 

analyse personal accounts of a wide variety of stakeholders in China. Specifically, we 

explore the motives and rationales that drive stakeholders to engage in renewable energy 

investment, as well as the way they justify their intentions and behaviour concerning any 

ethical tensions, their dependence on other stakeholders, and the wider institutional context. 

We ask, what motivates impact investors to engage in the renewable energy sector and how 

do they make sense of their intentions and behaviours?  

The research question is addressed through a close examination of the complex motives 
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of renewable energy investment decision makers from an ethical sensemaking perspective. 

We introduce the concept of ‘reasons’ leading to renewable energy investment motives 

embedded in ethical sensemaking process in the ethical decision making discourse while 

integrating insights from the literature on energy economics and impact investing. We adopt 

a multi-stakeholder approach (Alijani & Karyotis, 2019; Jones, 1995; Mitchell et al., 1997), 

with primary data collected from renewable energy investment investors, financing managers 

in the renewable energy sector, government officials, commercial and development banks 

supporting renewable energy projects, NGOs, and international organisations promoting 

renewable energy investment development in China. These actors use different modes of 

ethical sensemaking to give meaning to their motives of engagement in impact investing in 

the renewable energy sector while reconciling ethical tensions. This study utilises an 

abductive research approach with thematic analysis of in-depth interviews, secondary 

literature, government documents, and media reports to support the key findings. 

This article contributes new theoretical tools of ethical sensemaking for examining the 

impact investing decision making process with its underlying motivations. Specifically, our 

contribution is threefold; we contribute to the theoretical development of ethical 

sensemaking, to reasoning in sensemaking more broadly, and to the development of impact 

investing practice in the renewable energy sector. First, we extend the sensemaking literature 

by offering a clearer framework to view the key processes involved in ethical sensemaking 

embedded in ethical decision making. This is achieved by developing three modes of ethical 

sensemaking that incorporate pragmatic, retrospective, and prospective thinking. Second, we 

incorporate reasoning into ethical sensemaking by departing from the traditional pursuit of 

accurate and rational causal relationships and instead, examine what characterises 

sensemaking - plausibility - in the overall theoretical development of ethical sensemaking 
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with reasons. We asked participants targeted ‘why’ questions during our data collection 

following participants’ ethical sensemaking process with context-specific reasons that form 

their aggregated motives. Third, we explore the underlying motivations of impact investing 

practices and their manifestation in the renewable energy sector. Understanding the ethical 

sensemaking processes sheds light on the key drivers for impact investing in the renewable 

energy sector, unlocking capital and resources to the sector in a manner that can support the 

achievement of social and environmental co-benefits.  

The structure of this paper is as follows. To begin, we position this study in the 

theoretical domains of ethical decision making and sensemaking with a discussion of ethical 

tensions in impact investing. We then introduce ethical sensemaking based on pragmatism, 

retrospection, and prospection, with context-specific reasons for decision making as an 

analytically useful and interesting concept for understanding renewable energy investment. 

We then introduce the renewable energy investment context in China and set out the 

methodological approach. Our findings and discussion are then presented, which are centred 

on the context-specific reasons and the ethical sensemaking processes of stakeholders’ mixed 

motives in the renewable energy investment field.  

Theoretical background 

In this paper, impact investing is defined as an intentional investment that aims to bring 

positive and measurable social and environmental impacts to stakeholders along with a 

financial return (Daggers & Nicholls, 2016; GIIN, 2019; Wilson & Silva, 2015). Typically, 

impact investors take advantage of conventional financial metrics to target long-term returns 

by focusing on sustainability and social good. Impact investors have been broadly defined as 

being either non-concessionary investors who are unwilling to sacrifice financial returns for 

social goals, or concessionary investors who accept a lower return in order to achieve social 
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objectives (Brest & Born, 2013). In this paper, we perceive impact investors as being both 

non-concessionary and concessionary investors, as long as they are socially and/or 

environmentally motivated, rather than socially/environmentally neutral. Similarly, we 

define impact investees (the organisations implementing impactful work on the ground by 

delivering both social and/or environmental and economic value) as organisations with an 

explicit social or environmental mission along with a viable and investable business model. 

This framing of impact investing emphasises intentionality, additionality, and measurability 

by highlighting the actors’ motives for the creation of blended value via such investments.  

This theoretical background involves three topics. First, we evaluate the impact 

investing field within the ethical decision making literature and how ethical tensions develop 

in the impact investing context. Second, we introduce ethical sensemaking with context-

specific reasons as an approach to managing ‘plausibility’ and promoting ethical decision 

making, providing a useful lens through which we can examine impact investing in the 

renewable energy sector. Finally, we refer to pragmatic, retrospective, and prospective 

sensemaking to resolve the tensions between truth and plausibility.  

Ethical decision making with ethical tensions 

The use of the term ‘ethics’ in the corporate sector is often an area of contention, given 

the historical exclusion of ethics from economic theory (Ransome & Sampford, 2010). 

Recent research in economic theory has called for a more pluralistic approach that includes 

consideration of ethics (Mir, 2018). It is not surprising that earlier commentators used the 

phrase ‘ethical investment’ to refer to the practice of impact investing because impact 

investors who seek to apply normative criteria to their investments are taking a position on 

broad social responsibilities beyond financial imperatives, where impact investing can be 
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seen as a form of social responsibility practice (Ransome & Sampford, 2010; Sparkes, 2001). 

We understand renewable energy investment as an ethical behaviour with ethical intentions, 

undertaken by investors who sometimes face ethical tensions. Investing in renewable energy 

projects generally brings positive environmental impacts with associated social impact, and 

impact investors are decision-makers who are subject to bounded rationality and other 

principles prevalent in the decision making literature (Selten, 2002; Simon, 1991). This 

paper addresses the ethical decision making (EDM) process, which is influenced by impact 

investors’ complex and mixed motives.  

Research on EDM in firms has examined individual factors including personal attributes 

(e.g. gender, education and employment background) and values, organisational factors 

including codes of conduct and ethics culture (Loe et al., 2000). Aside from individual and 

organisational factors, EDM is also affected by issue-contingent models, affecting an issue’s 

salience and vividness which forms the concept of moral intensity (Jones, 1991). Moral 

intensity is comprised of six components: the magnitude of consequences, social consensus, 

probability of effect, proximity, temporal immediacy, and concentration of effect, which 

influence the perceived importance of an ethical issue affecting behavioural intention and the 

EDM (Craft, 2013; T. M. Jones, 1991). In Jones’s (1991) synthesis of a four-stage EDM 

model that uses Rest’s (1986) model of awareness, judgement, intent, and behaviour as a 

foundation, the process begins with environment incorporating social, cultural, economic, 

and organisational factors, which directly influence the subsequent moral issue recognition, 

moral judgment, moral intent establishment, and moral behaviour engagement.  

With regard to EDM in impact investing, impact investors often maintain plural extra-

financial values that reflect their ethical views. Their investment criteria can be based on 

these values and the distinction between impact investing and purely financial criteria can be 



124 

124 

 

treated not as a factual approach to investing, but as an evaluative or normative approach 

(Ransome & Sampford, 2010). The factual approach serves as a foundation to our proposed 

evidence-based motives, while the evaluative or normative approach is the basis of our 

value-based motives, which also have associated evidence but are more subjective and prone 

to counter-arguments. Studies that have examined behaviours, such as environmentally-

friendly consumer choice and donating behaviour, have shown that when values are 

cognitively activated and central to the self, they give meaning to, energise, and regulate 

value-congruent behaviours (Verplanken & Holland, 2002). Shared ethical values and 

generally accepted ethical principles can serve as guidelines for EDM (Provis, 2012). 

According to a report by the International Energy Agency, five general ethical principles are 

involved in renewable energy investment decision making: stewardship, participatory 

decision making, prudence and control, fairness and justice, and optimality (Bérubé & 

Villeneuve, 2002). Thus, renewable energy investment is a field representing certain values 

on environmental and social sustainability while still meeting the requirements of 

commercial investment. It therefore represents a fertile sector for the growth of impact 

investing activity and research. However, these values and prosocial behaviours face trade-

offs that lead to ethical tensions. 

The decision situation in EDM is generally defined by three characteristics that link to 

sensemaking. It is recognised as a) having ethical implications to evoke ethical standards, b) 

having various decision alternatives, and c) the making of an ethical decision depends on the 

forecasts of the likely outcomes (Mumford et al., 2008). In addition to the three 

characteristics, EDM has also been viewed as a form of sensemaking (Mumford et al., 2008). 

Ethical tension, with ethical implications, is therefore the first stage of EDM where the basic 

appraisal activities are evoked.  
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Most organisations and their managers encounter ethical tensions in the practice of 

sustainability (Haffar & Searcy, 2019). When facing ethical dilemmas and tensions, decision 

makers are clouded by many constraints and pressures imposed by both internal and external 

factors (MacDougall et al., 2015). This is especially complex in impact investing as it 

incorporates both social and commercial logics in a hybrid identity in which hybrid 

institutional logics creates legitimacy issues (Lehner et al., 2019). Aside from conflicting 

institutional logics, impact investors have various personal values and biases based on their 

experiences and expertise, including their general cognitive ability and personality-related 

variables, that influence their EDM performance (Mumford et al., 2006). Impact investors’ 

economic incentives and prosocial behaviours can be either incompatible or complementary 

in different situations (Bowles & Polanía-Reyes, 2012), giving rise to ethical dilemmas when 

actors experience situations that require a trade-off between them. This is further 

complicated by various stakeholders’ demands and pressures, where the natural environment 

stands alone as a primordial stakeholder in the context of renewable energy investment 

(Driscoll & Starik, 2004).  

 However, there is currently little research in the impact investing field that explicitly 

addresses the EDM process and ethical tensions despite its potential importance for the field. 

Ethical principles could guide the selection of investment products and the allocation of 

investment portfolios for impact investors to increase outcome efficiency, and EDM research 

could contribute to the development of this field, which is prone to ethical tensions and 

dilemmas (Brest & Born, 2013; Haffar & Searcy, 2019; Lee et al., 2020; Muers, 2017). 

When renewable energy investment managers are faced with paradoxical tensions that 

cannot be easily resolved by ethical principles, how do they decide whether or how to 

engage in such reasoning? Sensemaking holds promise in this regard and is widely used in 
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EDM as a valuable approach to complex decision making with refined knowledge or 

expertise of a specific context (Bagdasarov et al., 2016; Mumford et al., 2008). 

Sensemaking and context-specific reasons  

The sensemaking approach is seen as a useful and valuable approach to EDM for 

studying the emergence of ethical issues in equivocal situations (Mumford et al., 2008; 

Reinecke & Ansari, 2015). The link between sensemaking and EDM is evident in 

behavioural research, where sensemaking has been studied as a strategy for improved EDM 

over time (Caughron et al., 2011a; Mumford et al., 2008).  

Sensemaking is the construction and production of plausible meanings in equivocal and 

uncertain situations (Weick, 1995, 2016). Weick’s (1995) seminal work showed that 

sensemaking is driven by plausibility and characterised by retrospection, as an ongoing 

process as people discover their own intentions. Actors use sensemaking to reduce ambiguity 

when facing confusing events and situations not of their own making, where they engage in 

cognitive work to connect the plausible phenomena with their prior understandings and 

experiences, with other cues from the context, and with actions (Weick et al., 2005). 

However, sensemaking is not concerned with the pursuit of accuracy but rather, the way 

people interpret information to form their actionable knowledge (Bettis & Prahalad, 1995; 

Weick et al., 2005). Like sensemaking, impact investing has been studied from the 

perspectives of various disciplines and is characterised by uncertainty, interdependence, 

complexity, and being shaped by the interactions among the stakeholders. Therefore, we 

explore the way ethical sensemaking can inform EDM in the impact investing context with 

regard to sensemaking processes, plausibility, and context-specific reasons.  

Sensemaking is the process of searching for and organising information with chosen 
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representations to bring meaning (Russell et al., 1993). This process is one of the 

retrospective interpretation of a series of actions through enactment, selection, and retention. 

First, the actors’ senses any anomalies, notices and brackets the changes in circumstances, 

then reduces the possible number of categorisations and meanings in the selection process 

with extracted cues, and finally retains a plausible story (Weick, 1979). This ‘enactment-

selection-retention’ sequence is applicable to EDM, as it typically comprises a constructed 

and coordinated system of actions. In this way, informed EDM is facilitated via sensemaking 

processes, which include the identification of ethical tensions, analysis of causes and 

constraints, and effective forecasting of the ethical implications (Bagdasarov et al., 2016). 

Similarly, in an impact investing context, sensemaking is an ongoing process in which 

investors notice and bracket the tensions in their investment decisions, understand and 

analyse what these tensions mean, create meanings for these tensions based on that analysis, 

and then decide how they are going to act. Therefore, sensemaking is used to help us 

understand the way managers rationalise their impact investing decisions and navigate the 

ethical tensions involved. It is worth noting that such tensions may not be resolved but rather, 

be comprehended better to form actionable knowledge through sensemaking, which aligns 

with sensemaking’s core property of plausibility, instead of finding the single ‘truth’ per sé. 

The basic properties of EDM and sensemaking overlap, with plausibility being the 

fundamental criterion of ethical sensemaking. As an alternative to the rational paradigm of 

EDM, ethics has been portrayed as a fabric produced through reflexive sensemaking in three 

emotional phases: emotional awareness, emotional ‘unpacking’, and emotional 

(dis)engagement (Diochon & Nizet, 2019). Emotion is similar to intuition, and is mixed with 

complex cognition, particularly in conflict-ridden EDM that is more susceptible to emotional 

reactions (Thiel et al., 2012). Emotions serve to motivate goal attainment and emotional 
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regulation could promote ethical behaviours (MacDougall et al., 2015). Emotional regulation 

is the result of particular displays of an identity that involves enhancing, suppressing, or 

faking emotions to modify the emotional state (Hochschild, 2012). Whereas emotion and 

cognition have instant and affective reactions and they take place early in the sensemaking 

process. Quality information gathered through sensemaking processes can mediate the 

relationship between mental models and EDM quality (Bagdasarov et al., 2016), suggesting 

that experts are less reliant on processes like emotional regulation and framing due to their 

extensive experiential knowledge (MacDougall et al., 2015). We therefore use ethical 

reasoning because it can be simultaneously conscious and unconscious, deliberate and 

intuitive (Haidt, 2001; Sonenshein, 2007).  

Sensemaking involves an ‘arguing’ process, where individuals reason their way forward 

with enlarged details to create a piece of reasoned discourse (Weick, 1995). Many scholars 

have argued that people use deliberate reasoning in equivocal and uncertain conditions 

(Sonenshein, 2007). Sensemaking has also been viewed as the process by which reasoning 

strategies have their beneficial effects on EDM (Caughron et al., 2011b). Caughron et al. 

(2011) recognise that both personal biases and situational factors influence sensemaking by 

overemphasising or deemphasising some aspects of the problem. Mumford et al. (2008) have 

developed seven cognitive reasoning strategies for working through ethical problems as the 

practical strategies for dealing with personal biases and errors in ethical situations, which 

include recognising personal circumstances, anticipating consequences, considering others’ 

perspectives, seeking help, questioning your own judgment, dealing with emotions, and 

examining personal values. Many of these reasoning strategies developed by Mumford and 

colleagues directly relate to concepts in sensemaking such as broader perspective taking in 

ethical cognition, reflexivity, forecasting, information integration, and emotional regulation. 
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Research has shown some evidence that pro-ethical reasoning strategies influence 

sensemaking and can promote EDM (Caughron et al., 2011b).  

The cognitive reasoning strategies by Mumford et al. (2008) are based on the theories of 

moral reasoning, which refers to the cognitive process of how people reason about ethical 

situations and has been widely studied and applied to improve EDM skills (Elm, 2019; 

Kohlberg, 1984; Rest et al., 2000). The reasoning process also relates to moral imagination, 

which encourages individuals facing intractable issues with moral implication to evaluate 

possibilities in a more creative manner (Werhane, 2002). People look for reasons in 

frameworks such as organisational premises and traditions to make sense of a disruption 

(Weick, 1995). Managers and organisational leaders are often encouraged to give reasons for 

their past work decisions and analyse the consequences of them for various stakeholders, 

with reasoning being the conscious processing (Thiel et al., 2012; Woiceshyn, 2011). 

However, reasoning is often imputed for post hoc explanations rather than for the 

explanation of causes. This is based on behavioural concepts, where the focus is on 

interpretation reinforced by the actions by which meanings materialise, rather than on 

rational evaluation and choice (Weick et al., 2005). We use the concept of ‘reasons’ to offer 

possible explanations in the renewable energy investment decision making process. Here 

these context-specific reasons are not a rationalist approach for value-based moral reasoning, 

as in the objectivist paradigm of EDM aiming for causal relationships (Hartman, 2008; 

Sonenshein, 2007, 2009); rather, they are an ethical sensemaking approach characterised by 

plausibility, with these reasons related to value- or evidence-based motives. However, ethical 

issues are inherently ambiguous and multifaceted involving multiple stakeholders; with only 

the tools of reasoning, individual actors can hardly manage them. 
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Pragmatism, retrospection, and forecasting in the ethical sensemaking process 

Leaders in the renewable energy investment context first notice and bracket the tensions 

in their decision making where they become aware of the tensions such as investing in 

controversial portfolios including both renewable energy and fossil-fuel projects, while 

maintaining the identity of a renewable energy investor. In sensemaking research, this can be 

considered an ‘interruption’. In response to the interruption, these decision makers then 

connect bracketed phenomena with labels, their previous experiences and cues from the 

context, and their actions (Weick et al., 2005). By this stage, the decision makers have 

selected a plausible story that is retained for prospective sensemaking and future actions. 

Pragmatic ethical sensemaking has its roots in the epistemology of the wide-ranging 

pragmatism philosophy that informs metaphysics, logics, and ethics (James, 1890; 

Koopman, 2006; Sprinker & Rorty, 1983). Pragmatism in ethics sustains value creation for 

ethical behaviours with an action-oriented, problem-solving approach by challenging 

epistemological assumptions of truth and objectivity (Surie & Ashley, 2008). From a 

pragmatic perspective, knowledge and ideas emerge contingently and experimentally, and 

need to be useful to achieve purposes in a given social context (Barnes, 2008). The 

knowledge and ideas are adapted to offer practical advantages in equivocal situations (Baker 

& Schaltegger, 2015). According to this view, people are not able to find the ‘best’ solution 

for the ethical tensions they are facing by thinking (cognition) alone (Weick, 1995). An 

action-driven process of sensemaking with a ‘craftsman’ mind-set is needed as well (Graaf, 

2019). Therefore, people act from a pragmatic attitude, balancing their limited cognitive 

processes with actions based on their best estimations of the practical consequences of them.  

The two central and interrelated concepts within pragmatism are truth and sensemaking 
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(Baker & Schaltegger, 2015), which can also be understood as accuracy and 

equivocality/plausibility. According to Foucault, truth is produced by multiple forms of 

constraints, and truth is what functions (C. Taylor, 1984). From a pragmatic viewpoint, the 

purpose of truth is to deal with problems, which links to sensemaking as individuals 

cognitively frame situations to know things as being true and meaningful (Dewey, 1988; 

Weick, 1995). Human action is central in truth, as individuals’ potent action and change 

constitute truth; at the same time, truth allows for a more positive relationship between 

people and their environment, with an empowering role of melioration (Baker & 

Schaltegger, 2015). We can therefore see that truth and sensemaking are understood, from a 

pragmatic perspective, by their usefulness in enabling action. This is similar to accuracy and 

plausibility, which was thought of as representing the dichotomy between truth (accurate 

reality) and sensemaking (equivocality).  

In regard to retrospective sensemaking, self-reflection is central to all aspects of ethical 

sensemaking where actors reflect on one’s expertise and knowledge to frame a given ethical 

dilemma. The decision and following actions depend upon one’s requisite knowledge and 

experience to facilitate sensemaking. EDM emphasises the retrospective nature of 

sensemaking with hindsight where self-reflection is based on first-hand and vicarious 

knowledge and internal examination of one’s motives, biases, and cognitions (MacDougall et 

al., 2015). While sensemaking is conventionally perceived as being retrospective, in certain 

ethical contexts (such as cross-sector social partnerships), actors use prospective 

sensemaking to envision the future and produce social benefits (Selsky & Parker, 2010). 

Forecasting is a key component of the EDM process given its close relationship to framing, 

emotion regulation, and mental models (MacDougall et al., 2015). Skilled forecasting with 

both negative and positive predictions based on present observations facilitates the overall 
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information integration that leads to quality forecasts enhancing EDM performance 

(MacDougall et al., 2015; Thiel et al., 2012).  

Despite the continued development of the ethical sensemaking literature, lacunae 

remain. Sensemaking has been examined as a strategy in the EDM process, with four 

strategies to help leaders make sense of complex ethical dilemmas in order to promote 

ethical behaviour: emotion regulation, self-reflection, forecasting, and information 

integration (Thiel et al., 2012). While these four strategies are useful tactics in EDM, Thiel et 

al. (2012) argued for an ‘accurate sensemaking’ to build causal mechanisms. This belies 

Weick et al.’s (2005, p. 415) concept of plausibility, where sensemaking is ‘continued 

redrafting of an emerging story’ and the pursuit of accuracy is only used to sustain 

motivation. The literature on the links between ethics and sensemaking either separates 

emotional and rational analysis in sensemaking (Diochon & Nizet, 2019) or focuses on 

retrospective or prospective sensemaking (Bagdasarov et al., 2016; Selsky & Parker, 2010), 

with some researchers using sensemaking as tools or strategies in EDM that aims for 

accuracy (Thiel et al., 2012). Our article contributes an integrative view of ethical 

sensemaking processes in EDM in the context of impact investing, which can be seen as a 

means to circumvent seemingly intractable problems in plausible situations. Such an 

integrative perspective incorporating reasoning, pragmatic, retrospective, and prospective 

sensemaking enables an enhanced understanding of ethical sensemaking beyond the 

separation between truth and plausibility. Since ethical sensemaking in impact investing is an 

emerging and promising theoretical terrain that awaits further exploration. To this end, we 

use ethical sensemaking as the framework through which impact investors make sense of 

their impact investing motives, which are extracted from context-specific reasons. 
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 Methodological approach 

The methodology and research design outlined below describes our approach to 

investigating the impact investing decision making process in the renewable energy 

investment context. As mentioned earlier, renewable energy investment decision making is 

an emerging phenomenon and a nascent field of study with no solid core of theory or data. 

This research project adopted an abductive approach to develop a conceptual framework for 

renewable energy investment decision making that is more rigorous than testing an ill-

defined hypothesis based on an emerging framework. Located in the 

interpretivist/constructivist paradigm, qualitative semi-structured interviews were utilised as 

the primary data collection method.  

Research context 

The context of the renewable energy investment decision making process is affected by 

underlying factors such as geographical boundary, social-cultural context, renewable energy 

investment-related policy, and the environment. Therefore, the empirical data collection was 

limited to a relatively homogeneous context.  

Mainland China was chosen as the context for our research project because of its rapid 

development and leading role in renewable energy investment, as well as its need for a shift 

in sources of sustainable energy. According to Bloomberg New Energy Finance, although 

global renewable energy investment remains volatile, with developed countries as significant 

renewable energy investment contributors, renewable energy investment in developing 

countries is growing at a much higher rate (Louw, 2018). The growth of renewable energy 

investment is faster in developing countries than in OECD countries, with China being the 

dominant leader (Louw, 2018). Research has shown that in China, renewable energy is a 
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significant driver of economic growth with a long-run dynamic; in many other countries, 

there is no clear evidence of this relationship (Bhattacharya et al., 2016). 

China’s growth has been remarkable, with continuous growth since 2011, surpassing the 

United States (US) and the European Union in 2013 (International Renewable Energy 

Agency & Climate Policy Initiative, 2018). Chinese renewable energy investment reached 

US$132.5 billion in 2017 (Louw, 2018). China is the largest investor in renewable energy in 

foreign markets as well, with a US$32 billion budget (Jiang & Woetzel, 2017b). As the 

world’s largest emitter of greenhouse gases (Global Carbon Atlas, 2016), China needs new 

approaches to improving its air quality in the face of unprecedented social and environmental 

issues. While there are many studies on renewable energy investment in the US and Europe, 

the situation in China is relatively under-researched (Şener et al., 2018).  

Data collection 

This research used an exploratory interview approach to gain insights into renewable 

energy investment investors’ decision making processes. The bilingual lead author 

conducted 26 semi-structured interviews in Mainland China between May 2019 and 

September 2019. Interviews were conducted in either Mandarin or English, depending on the 

preference of the interviewee. The sampling was designed to gather data from a diverse set 

of individuals. The 26 research participants were renewable energy investment leaders 

(CEOs, directors, and senior managers) in three different sectors in China, and were selected 

individual stakeholders with high levels of relevant knowledge and experience in the 

renewable energy investment field. The lead author was well aware of China-related 

contextual factors, with a sound understanding of the local institutional and cultural norms. 

For example, Chinese relational dynamics and guanxi directly influence data gathering in 
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China and the authenticity of the answers to the research questions (J. Yin & Quazi, 2018). 

These complexities were taken into consideration during the research design process. For 

instance, the approach of directly inviting participation from government officials and senior 

managers was considered unlikely to be successful because of the lack of reciprocity 

between the researchers and research participants. We therefore adopted a snowballing 

approach, with referrals through a researcher-developed guanxi tree (tree of connections); 

this is the preferred method of data collection in China, accessing and utilising the 

connections among people (Kriz et al., 2014). Invitations to participants were sent through 

the researchers’ professional connections, as well as through prominent professors from top 

universities in China to their industry connections and former students through two or three 

layers of referrals. Table 8 illustrates the interviewees’ organisational associations.  

 

Table 8. Breakdown of research participants across three sectors (n = 26).  
Public Private Social 
• Government agency (1) 
• State-owned enterprise 

(SOE) (6) 
• Intergovernmental 

organisation (1) 

• Venture capitalist and 
private equity fund (2) 

• renewable energy 
company (10) 

• Commercial bank (2) 

• Foundation/NGO (2) 
• Social enterprise (1) 
• Development bank (1) 

The research participants came from 24 different organisations and eight types of 

renewable energy-related organisations: commercial companies, SOEs, social enterprises, 

NGOs, banks (both commercial and development), government, energy advisory firms, and 

intergovernmental organisations. Most interviewees were based in Tier-one cities including 

Beijing, Shanghai, Shenzhen, Guangzhou, and other major cities in Central China (see 

Appendix C for more details).  
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We utilised theoretical sampling to select our research participants. Usually, non-random 

sampling tends to favour participants from organisations that are more visible or more easily 

contacted. However, given that these participants and cases were selected from various 

organisations across China, we believe that the dataset captured adequate variation among 

renewable energy organisations in China. 

The interview questions investigated the participants’ background, a priori beliefs, 

perceptions of renewable energy investment in China (‘knowledge’), decision making 

processes (‘reasons’ and ‘objectives’), perceptions of institutional influences, stakeholder 

interactions, and investment portfolios (the interview protocol is attached in the Appendix). 

A Chinese version of the interview protocol was sent to all research participants prior to the 

interview date. The interviews averaged one hour in length and were semi-structured, 

allowing emergent lines of inquiry to be explored during the interview. The semi-structured 

interview is recommended as an effective method for probing China-specific contextual 

features, rather than using survey data, which is subject to common method bias and social 

desirability bias (Yin & Quazi, 2018). To help reduce social desirability bias, confidentiality 

and anonymity were assured. In addition, observations of differences among the 

respondents’ answers to the same questions, and questions about how they benchmarked 

their peers, were utilised. All interviews were audio-recorded and fully transcribed in the 

original language. These interviews were supplemented by an analysis of secondary sources 

of information regarding the participants’ organisations, as well as other informal 

conversations with renewable energy organisation leaders and staff throughout the fieldwork 

process.  
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Data analysis 

This research project utilised a method of analysis that was first introduced by Gioia et 

al. (2013), which assembles first-order and second-order codes to reveal the data structure 

(Gehman et al., 2018). To produce theoretical insights, the grounded themes and dimensions 

are linked back to the theoretical underpinning, following the recursive and iterative nature 

of abductive analysis (Timmermans & Tavory, 2012).  

Thematic analysis was used to look for themes of meaning in the data, following the 

guidelines of the six phases of analysis offered by Braun and Clarke (2006b). Axial coding 

was used to construct the emergent themes from the interview data using NVivo 12 software. 

The coding process was iterative, to condense descriptive codes to thematic codes within the 

transcripts: this involved transcribing, coding, and revisiting theory. The lead author coded 

the data three times and generated 84 nodes. Theoretical saturation was reached when new 

concepts could not be generated from the interview transcripts (Saunders et al., 2018). 

Transcripts were analysed in their original languages. The lead author translated the final 

codes and quotations verbatim into English, and later back-translated them to minimise the 

misrepresentation of meanings. As some Mandarin terms did not have an exact match in 

English, the most appropriate translations were used, along with detailed explanations. We 

referred to company websites, news media, and government policy papers for fact checking 

of research participants’ answers. The co-authors were involved in interpreting and 

critiquing data analysis and coding.  

Findings 

Beyond investors and investees, the field of impact investing in the renewable energy 

sector involves participants from adjacent fields such as renewable energy production, 
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financial markets, philanthropy, and policy. Ethical sensemaking is highly context-dependent 

and these actors have specific reasons and motives for engaging in the field. Figure 2 

illustrates the data structure of the context-specific reasons for renewable energy investment 

that were mentioned by our study’s participants, highlighting the categories and themes from 

which we developed our framework. Direct quotations from the interviewees, illustrating the 

concepts shown in Figure 2, are provided in the Appendix B. 
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Figure 2. Data structure of context-specific reasons for renewable energy investment 



140 

140 

 

Motives for renewable energy investment 

Our findings revealed that the main drivers of renewable energy investment for our 

interviewees were the motives that we named ‘prosocial’, ‘personal’, ‘reputational’, and 

‘economic’ based on the context specific reasons. We found a division within the four 

dimensions, with prosocial and personal motives being more value-based, and reputational 

and economic motives being more evidence-based. We classified prosocial and personal 

motives as being value-based because they are inherently ethical and sometimes equivocal, 

and can be counter-argued more easily than the others can. However, there could also be 

‘evidence’ and information for rational accounts of these two value-based motives. Values 

are stable motivations that could guide the cognitive process, decision making, and actions. 

This dichotomy also illustrates pro-self values as self-enhancement and prosocial motives as 

self-transcendence (Schwartz, 1992). The values are internal to the decision makers while the 

evidence-based motives are more external with established quantifiable measures. We 

classified reputational and economic reasons as evidence-based motives, allowing the leaders 

to use information in practice, with a ‘scientific’ method from a more positivist viewpoint. 

This view also relates to the practice of evidence-based management, which allows 

practitioners to connect the best available evidence of scientific theory, stakeholders’ insights 

and perspectives, and the context of the environment, to make responsible and ethical 

decisions (Briner et al., 2009; Graaf, 2019; Rousseau, 2006).  

Each theme held two concepts that were context-specific reasons for renewable energy 

investment engagement. These context-specific reasons were synthesised into aggregated 

themes and motives, and these motives formed the basis of the interviewees’ ethical 

sensemaking processes. Further to the illustrative data presented in Appendix B and the 
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findings outlined in Figure 2, additional complementary insights drawn from our interviews 

and analysis are presented here. These reasons and motives link to the cognitive reasoning 

strategies identified by Mumford et al. (2008) where personal motives are related to the 

reasoning strategy of recognising personal circumstances and examining personal values.  

As in most qualitative research, the themes of our findings (see Figure 2) were not 

mutually exclusive but rather, were interdependent and interconnected. For example, policy- 

and regulation-led development and the issue of carbon emissions were generally embedded 

in each other. Under the sustainability theme, which was also related to international trends 

and political pressure, many of our research participants referred to the Paris Agreement 

under the United Nations Framework Convention on Climate Change with regard to reasons 

related to the issue of carbon emissions. While carbon emissions policies and climate change 

knowledge can be influenced by social movements such as activists calling for climate action 

and climate justice (Jamison, 2010), these movements are less evident in the Chinese context 

because of its political structure. The Paris Agreement urged China to accelerate the shift to a 

low-carbon economy and the Chinese Government responded with many economic 

instruments and policies, from subsidies for renewable energy production to carbon taxes. 

These international trends of carbon emissions reduction and political constraints of 

government responsibility can shape prosocial motives as well, with education programmes 

increasing people’s awareness of sustainability issues.  

With regard to reputational motives, many of the research participants mentioned their 

intention to establish a stable organisational image in the industry, to promote the 

development of a renewable energy investment ecosystem. This might not necessarily 

translate into financial returns, which distinguished this from economic motives. The other 

concept in this area, branding and publicity, was more about building connections and 
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attaining attention, recognition, and support from the industry to enhance or shift identity. 

This was closely connected to long-term economic benefits. Reputational motives are related 

to identity work, where actors negotiate their image and reputation to shape their identities 

(Kreiner et al., 2006a). An individual’s identity within an organisation shapes how they enact 

and interpret information, which also affects their images perceived by outsiders. Therefore 

actors have incentives to stabilise or destabilise their identities to affect how other 

stakeholders think of and treat them (Lehner et al., 2019). 

The research participants possessed a comprehensive knowledge of renewable energy 

investment, but not necessarily of impact investing per se, as many did not identify as impact 

investing professionals and they were unfamiliar with the terminology. However, most of the 

research participants were familiar with the term ‘green finance’. This aligns with China’s 

top-down green finance system, which is based on government guidance aiming to achieve 

ecological civilisation and where the public are familiar with the Environmental Protection 

Law (Y. Wang, 2018). Instead of social innovation with a bottom-up approach, emphasis is 

given to government regulations driven by the need to manage the ecological consequences 

of rapid economic growth and to build a more sustainable growth model. One research 

participant noted:  

We have been proposing a word called green finance in recent years. Why the word 
‘green finance’? It must be that our financing is not doing well. What is the reason? First, it 
has externalities. Therefore, if the regulation is not strict, this investment will be difficult. In 
theory, [those] who [are] polluting should be taking care of the pollution. But if you do not 
assign responsibility to [them], [they] will have no intention to invest. Therefore, this is a 
very important reason for the lack of investment willingness in the industry. Through 
environmental supervision, government attention, and industry supervision, we can solve 
problems of externalities (General Manager of the Strategic Investment and Financing 
Department of a listed environmental protection service company). 

Commercial companies and SOEs 

The renewable energy investment sector in China and around the world is dominated by 
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commercial institutional logics. This was reflected in our dataset, with most research 

participants coming from commercial renewable energy companies. Many were from 

organisations that were world leaders in wind or solar energy, with a strategic emphasis on, 

and investment in, technology or business model innovations such as energy storage and 

hydrogen technology development. The difference we observed was not between commercial 

or social logics, because both commercial organisations and SOEs were operating in the free 

market, but rather, on efficiency. This was noted by a research participant who had worked in 

a commercial company before working in an SOE:  

Anti-corruption is given great attention in a private enterprises’ system, which controls 
the cost. In SOEs, [the] labour cost is much higher, with hiring through ‘guanxi’. Corruption 
leads to either high cost or low quality (Strategic Manager of an SOE in the field of electric 
vehicles – EVs). 

We found that the motives for engagement and investment in renewable energy (see 

Figure 2) were similar among different types of organisations, as SOEs still follow 

commercial logics; we did not see a significant difference between commercial companies 

and SOEs. We acknowledge that institutional structures and logics influence the way reasons 

are used to justify investment behaviours, especially in the Chinese context. However, our 

data revealed differences between private companies and SOEs in terms of their financing. 

As noted by one research participant:  

Financial institutions support these areas [renewable energy], but they are affected by 
the economic cycle, the monetary policy, and the impact of the differences between SOEs and 
private enterprises. This [has been] a problem of the Chinese financial system for many 
years and is in the process of gradual change …. For example, it is easier for SOEs to get 
loans. For private enterprises the process will be slower and the costs will be higher .... 
SOEs are like the government with advantages (General Manager of the Strategic Investment 
and Financing department of a listed environmental protection service company). 

For international projects, SOEs have a much stronger political concern than in 

commercial companies; for example, decision makers in commercial companies for solar 

projects mainly consider the levelised cost of energy, while SOEs put political concerns first 
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in their actions and sensemaking processes (e.g. the Belt and Road Initiative). Most of the 

research participants from SOEs and the government quoted President Xi’s claim that ‘lucid 

waters and lush mountains are invaluable assets’.  

Ethical sensemaking in the face of ethical tensions 

When navigating ethical tensions, investors interpret and respond in ways that reflect a 

holistic and collective sustainability logic (Haffar & Searcy, 2019). When the above context-

specific reasons and aggregated motives cannot sufficiently justify their decisions, leaders 

use ethical sensemaking to consolidate their reasons and motives to form an action-oriented 

discourse with a holistic sustainability logic. In our findings, the leaders used pragmatic, 

retrospective, and forecasting modes of ethical sensemaking in response to these ethical 

tensions.  

Ethical tensions normally exist in dichotomous situations in which ambiguity persists. In 

practice, blended-value missions of impact investing require the deliberate incorporation of 

both social and commercial institutional logics, which creates ethical tensions (Agrawal & 

Hockerts, 2019; Viviani & Maurel, 2019). In impact investing, the ethical tensions derive 

from the pursuit of multiple-objective functions by a range of stakeholders; these objective 

functions and logics can be competing with each other in certain situations. We found that 

the ethical tensions in impact investing tend to be diffuse rather than manifesting in specific, 

concrete dilemmas in a certain moment or in a single investment decision. Ethical tensions 

also appear to be navigated rather than resolved. Such ethical tensions are particularly 

relevant in the renewable energy sector. 

Ethical tensions can be further complicated by institutional structures. This was 

exemplified by one interviewee who owns and runs an off-grid solar lighting solutions social 
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enterprise, serving the bottom of the pyramid (BoP) communities in the Global South. This 

social enterprise demonstrated the interactions between conflicting commercial and social 

logics. The founder started this business ten years ago using the profit made from her 

commercial trading company to support the operation and initial expenses, with a strong 

commercial logic to make the business model work. Later it has developed a stronger social 

logic but faced intellectual property issues with its main Western competitor. Its mission is to 

lower cost for BoP communities with affordable energy, but in the pursuit of this mission, it 

ignored the intellectual property issues with its products’ design. The breach of intellectual 

property law resulted in their withdrawal from the Lighting Global certification by the World 

Bank Group. Such ethical tensions among institutional logics and stakeholder groups 

stimulate actors’ sensemaking processes.  

…We were sued in the United States and were unable to appear in court. It ended as a 
default loss… [our competitor] filed a complaint against us at the World Bank based on the 
court’s decision. Then the World Bank revoked all our World Bank qualification 
certifications, which resulted in us being unable to enter until today. To enter the World Bank 
[certification programme], we spent much efforts and about 100,000 dollars on all product 
testing... (Founder of a social enterprise). 

A research participant working in a Hong Kong Stock Exchange listed renewable energy 

company with a strong commercial logic, noted one of the company’s renewable energy 

projects that does not generate sufficient financial returns. This tension was justified by 

emphasising the long-term positive impact with various partners and reputational benefits. 

There is also an emotional element as the daughter of the company’s founder had the idea for 

a specially shaped solar panel array to be built in a polluted coal-mining city to raise public 

awareness, particularly for youth, with ongoing educational projects with students visiting 

the site.  

 For us, we not only pursue efficiency, but also social responsibility. We believe that 
providing green energy to improve the current situation of pollution is what our company 
should do. Sustainability, I think, is indeed sustainable development, benign development, is 
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about the long-term solution, not short-term… in terms of brand building and attracting the 
public’s attention, we have done a lot of work. We cooperated with the United Nations 
Development Program, which involved educating youth about climate change from a young 
age... We are contributing to the seventh goal of the SDG, which is affordable and clean 
energy. We have cooperation cases with the Export-Import Bank and the China Development 
Bank. The Asian Development Bank and Japan’s ORIX are both our shareholders.(General 
Manager and Production Director of a listed renewable energy generation company). 

The tensions among multiple-objective functions by a range of stakeholders were also 

manifested in the simultaneous investment in renewable energy and fossil fuels. Even though 

our research participants invested extensively in renewable energy and considered 

themselves ethical, impact, or green investors, a number of organisations still had a small 

portfolio in fossil fuels or were involved in fossil-fuel-related activities. Nevertheless they 

differ from traditional investors by maintaining their renewable energy investor identity with 

only a minimal portfolio in fossil fuels if not 100% renewables. As an example, most of 

these renewable energy investors are not investing further in fossil fuel plants but rather 

focus on the cleaning or more efficient use of existing ones until they can find better 

alternatives. They also give more emphasis on innovation and technology development to 

lower costs in order to create economic incentives for energy consumers. The following 

quote shows the reasoning of one research participant who works in an environmental 

protection company that focuses on the cleaning of the existing fossil fuel plants.  

 What everyone cares about is the increase in the proportion of renewable energy and 
natural gas, and also the clean-up of the large amount of [coal] thermal power stations. 
Foreign experts have neglected this problem and keep saying that thermal power is a sunset 
industry. In fact, thermal power in China has reached the ultra-low emission level of natural 
gas [regarding air pollutants]… it is only a problem of carbon emissions. If carbon is taken 
away, China’s coal burning thermal power will be very clean... (General Manager of the 
Strategic Investment and Financing department of a listed environmental protection service 
company). 

Further ethical tension was found with regard to social innovation solutions and 

supporting policies such as incentives and subsidies with good intentions for renewable 

energy development, which often led to unintended negative outcomes. Although China’s 
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renewable energy policies have greatly contributed to the renewable energy development, it 

has not been able to integrate renewable energy into the national energy system with 

problems including fragmentation, obsolescence, and lack of operability (J. Liu, 2019). 

These negative outcomes included failed implementation of innovative business models and 

incentives being associated with the exploitation of the subsidy policies, as well as payment 

issues causing further negative outcomes for various stakeholders.  

Research participants who still had a portfolio in fossil fuels elaborated on the 

complexity of this issue and the interdependent factors of addressing environmental 

problems. The quote below illustrates the pragmatic mode, with a broad approach to 

renewable energy justifying engagement in fossil-fuel-related projects through the 

perspectives of conversion and pollution reduction:  

This is our mission – to try and get people to focus on how you produce energy. But how 
do you produce it in a cleaner manner without destroying the infrastructure that you already 
have? We cannot have the coal-fired power plants in China shut down tomorrow, because 
we’re not going to replace them with wind farms, that’s not going to happen. This is a 
massive industrial undertaking. And it really must be done in a small-scale, broad-based 
approach. When we have investors and investor groups, many of them don’t like to hear that. 
They want to say I produce, you know, photovoltaic cells …. Well, … photovoltaic cells in 
and of themselves is not a solution. A solution is how do you adapt them to the problem you 
have? (Chairman of a renewable energy NGO). 

Our findings regarding the pragmatic mode of ethical sensemaking showed that these 

impact investors used whatever resources and knowledge they had at hand to reach their 

here-and-now decisions. The pragmatic sensemaking mode is action-oriented, infused with 

issues of sensegiving and persuasion (Weick et al., 2005). They explained the need of their 

involvement in fossil fuels in order to achieve pure renewable energy investment by shifting 

the emphasis on the ethical tension itself to the solution and feasible actions. The next quote 

shows the way ethical tensions were reconciled by one’s pragmatic sensemaking ability, with 

a holistic view of the positive social outcomes and emphasising the consequences of social 
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progress, rather than focusing on the tension itself:  

We promote the development of the industry by considering the attributes of the society. 
We choose good technology and management, which is actually to promote the value of 
society …. Our return on investment is dependent on the specific region and project. Our 
economic return is about 10% to 12%, which is in line with our investment requirements. Of 
course, if the economic returns of the two projects are not much different, [but] there is a 
higher return on the social and environment aspects, we are sure to incorporate these 
factors, as our company’s philosophy is to give emphasis to the social value (General 
Manager of the Strategic Investment and Financing department of a listed environmental 
protection service company). 

In a related example, sensemaking from a pragmatic perspective was further elevated 

through a stakeholder perspective used by participants to make sense of their engagements 

that were irrelevant to renewable energy:  

Hydropower accounts for 70%, [other] new energy accounts for more than 20%, and a 
small amount of thermal power … accounts for less than 5% .... We went to Sichuan and 
Yunnan to do hydropower, and Sichuan thinks that [if] you are making money, you should 
make some contributions to the local government, so you can participate in some local 
enterprises to buy shares. This is not necessarily new energy …. We had many immigrants 
due to the construction of the hydropower plant and [the local governments] let us invest in 
a guarantee company, which guarantees local SMEs and solves problems for local 
governments. This is not new energy. From the perspective of stakeholders, it is a new way to 
deal with stakeholders (Former Director of an SOE). 

Ethical sensemaking is a process that is both retrospective and time sensitive. Some of 

our research participants had counter-arguments through their learnings and experiences over 

time with regard to a number of context-specific reasons. One example, as mentioned earlier 

in the ethical tensions section, was the prosocial motives theme of ‘social innovation’ 

alleviating poverty via renewable energy. Issues of misconduct, policy change, and payment 

method had occurred during the implementation stage. The research participants reflexively 

evaluated the initially exciting ‘innovative’ model as follows: 

…they found that the poverty alleviation funds were misused, as many enterprises took 
the money without doing the actual job and the policy implementation was not in place. 
Later, a new policy was introduced; that is, all photovoltaic poverty alleviation projects must 
be government funded …. Another issue is that some local governments are spending [the] 
money indiscriminately. It is very difficult for the enterprise to come back with project money 
after completing the projects…. In short, local government is also short of money and it is 
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troublesome for enterprises to do post-operation and maintenance work (Regional 
Marketing Director of a listed commercial company). 

The following comment illustrates the tension regarding the logic underpinning the 

social innovation theme, as this participant reflected on their renewable energy investment 

engagement:  

An industry that needs subsidies to sustain [it] is used to help poverty alleviation. Don’t 
you think this logic is a bit problematic? (General Manager and Production Director of a 
listed renewable energy company). 

As noted by Diochon and Nizet (2019), reflexivity allows leaders to be aware of and 

unpack the issues involved, and to choose to engage (or not) in sensemaking to solve the 

issues over time. The following reflection was related to the ongoing sensemaking process as 

the participants articulated and reflected on the issues related to their context-specific 

reasons for renewable energy investment engagement: 

The social impact assessment was added about five years ago. It was not there before. 
The environmental assessment was there and it is getting stricter. In the early days, everyone 
did not realise [the importance of social and environmental impact]; the realisation has been 
a process (Former Director of an SOE). 

Ethical tension arises in supporting policies as well, when a government needs to 

subsidise the process of an energy shift but subsidies have unintended negative 

consequences, such as corruption and rent-seeking behaviours. Such behaviours lead to poor-

quality products and services in the renewable energy sector that could significantly delay 

renewable energy deployments and erode market trust (International Renewable Energy 

Agency, 2015). A number of our research participants raised the issue that many low-quality 

renewable energy projects in China were seeking investment and subsidies. The subsidy 

policies were leading to rent-seeking behaviour, with some opportunist EV companies taking 

advantage of these policies. One such type of business model was that a company would 

establish another company providing online car-hailing services and then sell subsidised EVs 

to the car-hailing business, to earn the subsidies. However, in reality, the sold cars were still 

owned by the rent-seeking companies. It was estimated that 72 out of 93 EV companies were 
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behaving this way, involving approximately 76,000 cars and appropriating more than US$1 

billion in subsidies (Yiducaijing, 2016). The Ministry of Finance in China has been 

investigating subsidy fraud and amending the subsidy policies accordingly (Ministry of 

Finance, 2016). These issues with regard to subsidy policies had not been foreseen. This 

reflective ethical sensemaking helped the interviewees to understand the potential impacts of 

such investments by the government and the private sector. 

Another issue that our research participants raised with regard to subsidy policies was 

that they were unstable and unpredictable, with significant delays in the subsidy payment 

period forcing many private renewable energy companies into bankruptcy due to a lack of 

cash flow. They believed that policymakers did not have the necessary industry knowledge to 

design the best policies. For example, one research participant described the following issues 

in the policy formulation with regard to pollutants and carbon emissions separation:  

The local government’s original policy separates environmental protection and carbon 
emissions, and now they [have] combined it together, but the synergies have not yet come 
out. The so-called synergy effect is that air pollution has both carbon emissions and 
pollutant emissions …. There is no policy to form a synergy .... It does not constitute a fair 
competitive market, [putting] biomass energy [in] a disadvantaged place when it competes 
with fossil energy (Chairman of a commercial company focusing on biomass heating). 

One of the purposes of the retrospective mode of ethical sensemaking is to be able to 

forecast and achieve better performance in the future. Future-oriented sensemaking is 

conducted by imagining that future events have already occurred and then infusing this past 

‘experience’ with meaning (Gioia & Mehra, 1996). This forecasting sensemaking mechanism 

relates to the reasoning strategy of anticipating consequences of actions and the effects of 

actions on others that enhance EDM (Mumford et al., 2008).The aforementioned risks 

related to the use of proceeds, from either investors or government subsidies, need to be 

managed and calculated with foresight. The following quote shows the way the research 

participant balanced prosocial motives and economic motives to manage trade-off situations 
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infusing both retrospective and forecasting modes of ethical sensemaking:  

Although we serve the field of thermal power, we are an environmental protection 
company … for a long time in China, coal-burning energy accounted for more than 70% of 
the primary energy source. Now it is around 50 to 60%.… For the next 20 or 30 years, we 
believe that half of the primary energy [will be] coal. Everyone is concerned about 
increasing the proportion of new energy and natural gas. It is necessary to upgrade and 
clean up the [coal-fired] thermal power, which is also important in itself (General Manager 
of the Strategic Investment and Financing department of a listed environmental protection 
service company). 

Individuals have varied sensemaking abilities. Most of our research participants had an 

educational level of Masters-level or higher, with in-depth knowledge of the renewable 

energy investment field in China. They utilised pragmatic ethical sensemaking to emphasise 

the fact that the energy transition from fossil fuels to renewables was a process that could not 

be achieved overnight; therefore, compromises were needed, such as ‘cleaning up’ the 

existing fossil-fuel plants to achieve complete decarbonisation in the future. Their experience 

equipped them with strong sensemaking ability to reflectively reason through their decisions. 

They also employed the forecasting mode of ethical sensemaking to prospectively analyse 

the expected consequences of their decisions. 

Discussion 

Here, we develop three modes of ethical sensemaking including pragmatic mode, 

retrospective mode, and forecasting mode as an integrated approach to the navigation of 

ethical tensions. Pragmatic ethical sensemaking is action-oriented, with perceptual truth and 

accuracy treated as pragmatic utility, judged only by their usefulness in prompting beneficial 

action (Kruglanski, 1989). This is because the ultimate goal of ethical sensemaking is to 

initiate actions in order to reconcile ethical tensions. The pragmatic mode of ethical 

sensemaking is used to reconcile the tensions between truth (accurate reality) and 

sensemaking (equivocality). Actors use pragmatic mode of ethical sensemaking to downplay 
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the ethical tensions caused by conflicting objective functions such as the simultaneous 

investment in renewables and fossil fuels, but rather focus on how to solve the issue with 

feasible plans and actions. Pragmatism has a strong cultural influence on social issues, 

particularly in the US; in China, it combines Confucian philosophy with a relational 

worldview (Ames, 2019; Pye, 1986). The pragmatic mode of ethical sensemaking fitted the 

context of our Chinese dataset where many of our research participants with international 

experience were deeply influenced by pragmatism.  

Ethical sensemaking is also time-sensitive, looking backward or forwards from a 

particular present moment. Therefore, both retrospective and forecasting modes are relevant 

to leaders’ strategies for sensemaking that facilitates better EDM, through self-reflection and 

forecasting with regard to likely future situations (Caughron et al., 2011b; Thiel et al., 2012). 

The retrospective mode is one of the seven properties of sensemaking elucidated by Weick 

(1995), describing the way actors reflexively give meaning to their past experiences and 

learnings. This is similar to the simplified model of interpretation, where scanning, 

interpretation, and learning occur (Daft & Weick, 1984). In ethical sensemaking, forecasting 

future situations helps to bring about a predictable and controllable world for the actors. This 

mode relates to Weick’s (1995) belief-driven sensemaking being an expectation process, 

where people produce self-fulfilling prophecies to establish some sort of stability and 

predictability, rather than aiming to be accurate. The forecasting mode also relates to 

prospective sensemaking, which creates potential paths for further development of meanings 

that involve the projection of idealistic images (Gioia & Mehra, 1996). In addition, the 

forecasting mode is about the formulation of multiple predictions based on the consideration 

of a variety of consequences, contingences, and opportunities (MacDougall et al., 2015). The 

quality of forecasting produced by individual actors depends on the expertise, experience, 
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and knowledge built through the retrospective mode of ethical sensemaking, where actors 

examine the experiential knowledge and motives inward.  

Managers use different modes of ethical sensemaking to explain and reinforce their 

behaviours. Figure 3 illustrates the way the decision makers in our study used three modes of 

ethical sensemaking to balance the four dimensions of motives that were formed by the 

context-specific reasons in the renewable energy sector.  

Figure 3. Ethical sensemaking as a mechanism between value-and evidence-based motives 
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their behaviours and reinforce their reasons and motives: pragmatic, retrospective, and 

forecasting. These three modes of ethical sensemaking were not mutually exclusive and nor 

did they operate in isolation. For example, within the pragmatic mode of ethical 

sensemaking, the leaders could use retrospective and/or forecasting modes to make their 

reasons more pragmatic, based on the meanings they gave to their elapsed experience or 

forecasted future situations. Sensemaking is not about getting things right because it is 

characterised by equivocality, giving primacy to the search for meaning and reasons as a way 

to deal with ambiguity. We found explicit sensemaking efforts when the current state was 

perceived differently from the expected state, with sensemaking being activated by this 

dissonance. In our context, the uncertain situations are around the ethical tensions that could 

not be resolved.  

Ethical tensions are paradoxical and have the property of plausibility without having a 

single right answer. In general, context-specific reasons (first-order codes) serve as 

fundamental antecedents of motives (attitude, subjective norm, and perceived control), as 

leaders justify their decisions to others. The circumstances are explicitly identified and made 

comprehensible. The four dimensions – prosocial, personal, reputational, and economic 

motives – are integrated in the mechanism of ethical sensemaking, with decision makers 

assigning different weightings to each of these dimensions. Previous research has shown that 

even traditional investors are not comfortable to admit to the notion that they invest 

primarily for capital growth and it is clear that both ethical and ‘standard’ investors see 

investment as more than just a financial decision (Lewis, 2001). In our research project, 

while evidence-based motives could have been the main drivers for renewable energy 

investment decisions, prosocial and personal motives were more likely to be articulated to 

justify and defend the participants’ behaviours. While it was not possible to discern the actual 
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weighting of different motives of the impact investors, as they were not necessarily able to 

articulate fully the importance of specific motives, the ethical sensemaking mechanism was 

common to them all. We found that impact investors in the renewable energy sector 

employed sensemaking in different modes and balanced both value- and evidence-based 

reasons for renewable energy investment.  

Limitations, future research, and implications for practice 

This paper represents an initial enquiry into impact investing in the renewable energy 

sector, employing an ethical sensemaking approach. There are some limitations in terms of 

the overall research topic, the methodology, and the levels of analysis.  

The inherently interdisciplinary position of EDM meant that the topic of this paper, 

impact investing and renewable energy investment, could be accessed from a wide range of 

disciplines. This posed a challenge for this paper, exacerbated by the lack of clear 

definitional boundaries of impact investing and the overlapping use of similar terminologies 

in this field. Further, while impact investing and renewable energy investment are appealing 

subjects to both researchers and practitioners, they are ambiguous and emerging concepts, 

with different and competing conceptualisations. This creates opportunities as well as 

challenges, as the subject area’s interpretive flexibility allows researchers to approach the 

topics from diverse theoretical and disciplinary bases. One limitation of this research project 

was that because of the complex nature of EDM, this project could not cover all aspects of 

all existing reasons that might influence the ethical sensemaking process.  

In terms of methodological limitations, the approach that we took prevents empirical 

generalisability to other contexts, as according to Lincoln and Guba (1985), generalisation 

requires freedom from time and context to achieve predictability and control. While 

generalisation from China to other contexts was not the primary concern of this research 
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project, some theoretical generalisability is possible, as insights into the ethical tensions for 

impact investors, and their responses to it, are applicable to other cultural and political 

contexts, even though the exact tensions may differ. Answering the question of the extent to 

which the Chinese context may be idiosyncratic, and the extent to which these findings can 

be generalised to other places, would require similar pilot research in other areas.  

Our analysis of ethical sensemaking began at an individual level, but the literature on 

social entrepreneurship and social innovation analyses (e.g. Bacq & Alt, 2018; Beal et al., 

2005; Miller et al,, 2012; Tracey et al., 2011) has shown that individual actions can catalyse 

institutional change over time and across contexts. Therefore, future research could 

investigate ethical sensemaking in impact investing on multiple levels, or the interactions 

across different levels of analysis. For example, on an organisational level, sensemaking is 

influenced by a flow of organisational circumstances and institutional constraints by which 

organisational members make sense of their environment (Weick et al., 2005). On a sector 

level, the field of impact investing emerges through ethical sensemaking. On a macro level, 

ethical sensemaking could provide a micro-mechanism to generate new macro-states for 

national and international policy making in which the small and momentary can become the 

large and sustained (Weick et al., 2005). 

This research has offered some new perspectives on reputation in business research. We 

found both altruism and egoism in the two concepts that comprised reputational motives. 

Altruistic motives include placing priority on the overall social benefits, while egoistic 

motives emphasise personal satisfaction and benefits such as economic return and feelings of 

accomplishment. Previous literature on reputation in business has been mainly concerned 

with reputation as a competitive advantage, or as an input and outcome for corporate social 

responsibility activities, as well as reputational risk and the resilience to recover from 
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detrimental incidents (e.g. Carlisle & Faulkner, 2005; Koronis & Ponis, 2012; Šontaitė-

Petkevičienė, 2015). In the case of impact investing, many investors have been motived by a 

sense of accomplishment and the project’s importance to them personally, rather than by 

economic returns; however, this sense of accomplishment and personal importance is still 

related to egoism. In contrast, our findings showed that establishing a stable image to 

empower investee organisations and the whole ecosystem of impact investing was more 

related to altruism. This separation in our data between altruism and egoism in reputational 

motives could prompt research on business reputation to see the fundamental assumptions 

differently. We suggest that future research could investigate the link between reputation and 

ethical sensemaking, to improve our understanding of reputation as an individual or 

organisational motive with either altruistic or egoistic intentions, or both. 

This research did not explore the weightings of the various dimensions of motives. For 

example, some researchers could perceive value-based motives as the investors being self-

righteous or egoistic and discount them accordingly. Future quantitative research could 

examine the weightings of these mixed motives in an investor’s decision making process. A 

useful theoretical frame for such an enquiry could be the behavioural reasoning theory 

(BRT). As a novel theoretical framework, BRT demonstrates the way reasoning influences 

the relationships between values, attitudes, and intentions (Westaby, 2005). Early research by 

cognitive psychologists using experimental settings has acknowledged that decision makers 

construct reasons and arguments to justify their choices, which relates to uncertainty, 

conflict, context effects, and normative rules (Shafira et al., 1993). BRT proposes that 

reasons that are easily counter-argued receive lower weighting during the consideration and 

evaluation process (Westaby et al., 2010). We suggest further exploration in the weighting 

distributions of these motives, using BRT as the theoretical lens. 
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In terms of practical implications, our research offers managers and stakeholders a better 

understanding of renewable energy investors’ decision making processes as being shaped by 

three modes of ethical sensemaking with both value- and evidence-based motives. 

Individuals have varied sensemaking abilities (Whiteman & Cooper, 2011). Experienced 

practitioners with tacit knowledge can engage with situations in an expert form of 

sensemaking, which is also called ‘reflection-in-action’ with their practical competence 

(Schön, 1983; Whiteman & Cooper, 2011). The three modes of ethical sensemaking involve 

an individual questioning one’s reasons and motives in considering both antecedents and 

future consequences. This relates to the aforementioned metacognitive reasoning strategies 

developed by Mumford et al. (2008), specifically to the strategies of anticipating 

consequences of actions and analysing personal motivations. This provides information 

about one’s emotions and cognitions, leading to the mental model formation and therefore, 

improving one’s coping skills when responding to ethical tensions (Crowley & Gottlieb, 

2012). With the pragmatic, retrospective, and forecasting modes of ethical sensemaking, 

managers can redesign their decision making systems and enhance their sensemaking 

abilities to make more informed decisions, and to motivate individual and organisational 

behaviours that are more sustainable. There are also empirical implications for policymakers 

by enabling a better understanding of impact investors in order to design policies which 

avoid issues such as speculation or payment delay, and offer more systematic supports to the 

development of the renewable energy sector. 

Conclusion 

This study advances knowledge of ethical decision making and ethical sensemaking in 

impact investing. By accentuating the multiple context-specific reasons that drive and 

influence the impact investing motives, this research contributes to the scholarly 
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conversation on ethical sensemaking and informs future research in this emerging field of 

renewable energy investment decision making process. Bringing ethics to the sensemaking 

literature has brought together the concepts of reasons, pragmatism, reflexivity, and 

prospects to better understand the drivers of impact investing. Weick (1995, 2016) 

highlighted the importance of giving meaning to the processes with an interpretative and 

contextual approach. Our findings have contributed to efforts to understand ethical 

sensemaking, empirically and theoretically, through three modes: pragmatic, retrospective, 

and forecasting. The development of these three modes of ethical sensemaking dynamics 

constitutes a space for understanding renewable energy investment decision making with 

various motives as materialised with meaningful context-specific reasons, rather than as 

abstract representations of social and environmental truths.  

Our findings have shown that context-specific reasons, entwined with pragmatic, 

retrospective, and forecasting modes of ethical sensemaking, supported the research 

respondents’ decision making in the renewable energy investment sector. Our pragmatic 

mode of ethical sensemaking, with an action-oriented and problem-solving approach, 

reconciles accuracy and plausibility and therefore, opens further possibilities for more ethical 

business behaviours. Weick et al. (2005) noted that the retrospective mode of ethical 

sensemaking gives meaning, with reasons, to the lived experience. Ethics entails the 

examination of attitudes and behaviours through the retrospective mode of the sensemaking 

process and it is believed that a good professional is able to be a reflective craftsman (Graaf, 

2019). The forecasting mode of ethical sensemaking extends Weick’s (1995) idea that 

expecting facilitates sensemaking with a foresight to produce a self-fulfilling prophecy and 

that disruption occurs when there is difference between the current and the expected state of 

the world, such as in situations of ethical tensions. In this study, the forecasting mode of 
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ethical sensemaking allowed decision makers to act on their predicted future as they 

believed, from some sort of present evidence, that their reasoning could be expected to hold 

true.  

We offer a new way of viewing the motives and reasons embedded in the sensemaking 

literature. According to Weick et al. (2005), people deliberately look for ‘reasons’, selected 

from various frameworks, to resume the interrupted activity where the interplay of action 

and interpretation is in the centre. Interruption of an ongoing flow creates occasions of 

novelty, undesirable situations, and ambiguity that trigger sensemaking (Weick, 1995). 

Leaders often need to justify and defend their decisions and behaviours, giving reasons for 

them. This process of articulating reasons is part of ethical sensemaking, which according to 

Diochon and Nizet (2019), is similar to mapmaking in a puzzling terrain that does not have a 

single best or true map. Thus, sensemaking is not about finding the truth and the pursuit of 

accuracy, but about the continued search for meaning, to make things more comprehensible 

by incorporating more information, and to make us more resilient when facing disruptions 

(Weick et al., 2005). By embedding context-specific reasons into the sensemaking process, 

we have sought to reconcile the interactions between behaviour and interpretation. 

Our contribution is also founded on an unpacking of ethical sensemaking processes in 

our particular context of impact investing in the renewable energy sector. We have extended 

the current research on renewable energy investment and argued a need to understand 

renewable energy investment motives and processes better, where it is important that such 

research engages with the ethical sensemaking processes rather than the techno-economic 

incentive logic that typically underpins policy formulation. Our research has enhanced the 

relevance of prior interpretations of ethical tensions, offered opportunities for actors to 

enhance their ethical sensemaking processes, and facilitated learning through action- and 
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problem-solving-oriented sensemaking. By analysing our data from a diverse sample of 

interviews, we have used the ethical sensemaking lens, with a holistic sustainability logic, to 

investigate decision makers’ reasons for investing in renewable energy projects and the way 

they made sense of their intentions and behaviours. Our research showed that value- and 

evidence-based motives were embedded in an integrated system, rather than separated in a 

unidimensional scenario. In this sense, renewable energy investment could be seen as a 

conduit for blended-value creation (Alijani & Karyotis, 2019; Emerson, 2003).  

This paper has brought together aspects from the EDM literature and ethical 

sensemaking to enrich the understanding of impact investing in the renewable energy sector. 

Our findings have shown the ways leaders make sense of their intentions and behaviours 

while navigating ethical dilemmas. The proposed ethical sensemaking model with pragmatic, 

retrospective, and forecasting modes demonstrates the way leaders use context-specific 

reasons to make sense of their value- and evidence-based motives. This paper has addressed 

a significant gap in the theoretical discussions on ethical sensemaking in the impact investing 

field with respect to the lack of an integrated framework to clarify and synthesise the 

multiple means by which leaders make sense of their motives and actions. This paper builds 

an analytical framework of ethical sensemaking with the three modes serving as the basis for 

further inquiry in this field. Both value-based and evidence-based motives are integrated into 

this ethical sensemaking process. Our ethical sensemaking process promotes feasible action, 

self-reflection on personal motives and cognitions, and anticipating potential consequences, 

to improve the coping skills that practitioners require to effectively navigate complex ethical 

tensions. This article seeks to facilitate greater scholarly cohesion and theoretical grounding 

in the field of impact investing. In turn, this will play an increasing role in supporting the 

development of impact investing policy and practice, and ideally, maintain its critical and 
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ethical perspectives.  
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Chapter 6: Impact Investing from an Institutional Logics Perspective 

Aside from the sensemaking of individual impact investors, institutional forces greatly 

influence impact investing decision making processes and being shaped by actors within 

institutions. This chapter examines impact investing at an organisational level using the 

theory of institutional logics. Drawing on an institutional logics perspective, the following 

work investigates the renewable energy investment decision making process in both state-

owned enterprises (SOEs) and commercial companies in Mainland China. This chapter also 

responds to the findings in Chapter five around the differences between SOEs and renewable 

companies. Renewable energy investment promotes the deployment of renewables with 

social and environmental impacts such as affordable energy to underserved communities, 

electrification, and decarbonisation, supporting the achievement of UN’s Sustainable 

Development Goals. Institutional logics play a significant role in renewable energy 

investment decision making. Renewable energy investment operates under different 

institutional pressures whereby renewable energy investment investors provoke changes both 

in their organisations and the broader impact investing field to advance the goals of 

sustainability with mixed institutional logics.  

Similarly to social enterprise hybridity, SOEs represent hybrid logics incorporating both 

state/social and commercial logics. This hybridity underlies SOEs’ unique identity, 

distinguishing SOEs from commercial renewable energy companies. The two most important 

actors in impact investing, SOEs and renewable energy companies are influenced by their 

institutional logics in their decision making processes. Instead of focusing on the traditional 

dyad between social and commercial logics, the following chapter finds that efficiency and 

anti-corruption logics are the key differentiating logics between SOEs and commercial 

renewable energy companies.  
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Further examination of these data shows that organisations undertaking institutional 

work in pursuing an overall sustainability logic demonstrate strong efficiency and anti-

corruption identities, regardless of the organisational structures and types. Different 

organisational types of SOEs and commercial companies operate in a similar manner despite 

their different origins and logics in this instance. This paper seeks to enrich our 

understanding of institutional complexity in the impact investing field. The institutional 

logics perspective is timely that has attracted growing academic attention in the renewable 

energy investment field, and this work contributes to the institutional understanding of 

impact investing by explicating the micro-level institutional bases of the two key 

organisational types for enhanced energy efficiency.   
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Renewable Energy Investment Decision Making in State-owned Enterprises from an 
Institutional Logics Perspective: Institutional Work towards Efficiency and 
Anticorruption Logics and Identities8 

Introduction 

Renewable energy investment development plays a significant role in sustainability 

and inclusive economic and social growth. Renewable energy investment addresses the 

United Nations' Sustainable Development Goals (SDGs), significantly contributing to two 

goals in particular: access to affordable, reliable, sustainable and modern energy for all 

(SDG7) and urgent action to combat climate change and its impacts (SDG 13). Renewable 

energy investment operates under different institutional pressures whereby renewable 

energy investment investors provoke changes both in their organisations and the broader 

impact investing field to advance the goals of sustainability with mixed institutional logics. 

Impact investing is understood variously in different countries and regions. We classify 

renewable energy investment as a subfield of impact investing from a holistic value creation 

perspective based on an improved stakeholder salience framework incorporating the 

attributes of power, legitimacy, urgency, and proximity, which positions the natural 

environment as a primordial stakeholder for all business organisations, particularly in the 

case of renewable energy investment (Bowman & Ambrosini, 2000; Driscoll & Starik, 

2004; Mitchell et al., 1997).  

Institutional logics are socially constructed and historically contingent patterns of 

material practices and symbolic systems including assumptions, values, and beliefs by 

which individuals and organisations provide meaning to their social reality, organise time 

 

8 Under review by Business Ethics Quarterly. Presented at the 10th Annual Australasian Business Ethics Network Conference and 
received the Jan Schapper Scholarship for Emerging Critical Business Ethics Scholars.  

https://www.cambridge.org/core/journals/business-ethics-quarterly
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and space, and reproduce their lives and experiences (Friedland & Alford, 1991; Thornton 

& Ocasio, 1999). Actors' behaviours are the manifestations of their embedded institutional 

logics, while simultaneously, actors' material practices shape institutional logics (Thornton, 

Ocasio, & Lounsbury, 2015). We, therefore, explore the broad systems, values, and 

organising frameworks that influence the ways actors use to make sense of their decisions 

from an institutional logics perspective. Such a lens is useful for exploring how actors with 

divergent logics operate in the sustainable energy field to better understand the perceived 

differences between state-owned enterprises (SOEs) and commercial renewable energy 

companies.   

In Asia, renewable energy investment is mainly driven by government incentives 

and the private sector, carried out by various actors from different types of organisations, 

including financial institutions, energy companies, and utility providers (REN21, 2019). 

China is the largest renewable energy investment market where SOEs and commercial 

renewable energy companies play a crucial role in clean energy transition (Dent, 2015; Zhu 

et al., 2019). This paper examines renewable energy investment decisions made in SOEs 

and commercial renewable energy companies from an institutional logics perspective. The 

research objective is to understand how institutional logics influence the key actors in 

renewable energy investment and how their institutional logics shift over time. 

Understanding the influences of institutional logics on these organisations and how actors 

slowly change the institutional logics is necessary for systematic change to make 

renewables the primary source of energy supply.  

The two key types of organisations in the renewable energy investment field, SOEs 

and commercial companies with different institutional logics face various environmental 

pressures and hold different resources. In this article, we investigate how institutional logics 
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influence actors' investment behaviours and the institutional work allowing for the 

emergence of new logics. So, we ask: what are the institutional logics that underpin the key 

actors' decision making in the renewable energy investment field? And how do institutional 

logics influence these actors and how the actors interact with the logics over time? 

Traditionally, having assisted the government reforms in the electricity sector, the 

roles of SOEs in China are complex (Yeh & Lewis, 2004). SOEs in China are associated with 

the state socialism logic to develop organisational goals and act in alignment with the 

government's objectives (Roger Friedland & Alford, 1991). The Chinese government has 

been supporting SOEs and is committed to making them stronger and more efficient. This is 

particularly relevant in key strategic sectors such as defence, energy, telecom, and 

transformation systems where government oversight is essential (Guluzade, 2019). The most 

pertinent of which for our study is energy. For example, China Energy Investment 

Corporation (China Energy) is the world’s largest power company by installed capacity based 

on the merger in 2017 of two Fortune Global 500 companies: China Guodian Corporation 

and Shenhua Group (Buckley & Nicholas, 2017). Ranked 108th among the Fortune Global 

500 in 2020, China Energy is a pilot state-owned capital investment company directly 

supervised by the central government (China Energy Investment Corporation, 2020). The 

Chinese government has given considerable policy attention to renewable energy 

development and energy efficiency, recognising the need for improved energy security, 

environmental quality (particularly reducing air pollution), industry competitiveness, and the 

provision of affordable electrification solutions to communities that lack access to electricity 

in remote regions (REN21, 2019). SOEs play a vital role in this green energy development 

by responding to the government's renewable energy investment orientation.  
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Institutional complexity is evident in Chinese SOEs. As a form of hybrid 

organisation, Chinese SOEs incorporate both the socialist ideological logic derived from its 

government ties with a state logic and capital market logic (Chen, 2020; Pan et al., 2020). 

The state's institutional logic has been considered as rationalisation and the regulation of 

human activity by legal and bureaucratic hierarchies (Roger Friedland & Alford, 1991). At 

the same time, many SOEs are listed companies operating in the global financial market 

with the government holding a significant share, further complicating the interplay of 

multiple institutional logics. Previous research on Chinese SOEs has suggested viewing 

SOEs from the perspective of social entrepreneurship characterised by hybridity 

incorporating both social and financial logics (Lin et al., 2020). Listed SOEs with hybrid 

logics are subject to multiple institutional demands from the state, the organisation, and the 

capital market. They respond to plural institutional expectations, combine and balance 

multiple logics, and organise principles with hybrid practices (Dai et al., 2017). SOEs 

practice a form of hybrid organising involving the various activities, structures, processes, 

and meanings organisations utilise to make sense of and combine multiple organisational 

forms (Battilana & Lee, 2014). Hybrid organisations such as SOEs have to construct 

common meanings to maintain their hybridity through identity formation in which actions 

and decisions can be justified to stakeholders (Fligstein, 1997). SOEs in China are often 

associated with inefficacy and corruption that lead to increased rates of inequality. The 

underlying 'guanxi'9 behaviours in the Chinese society also contribute to the inefficiency 

and corruption-enabling logics that are largely based on a collective SOE identity that 

provides opportunities for inefficiency and corrupt behaviours (Chen, 2020). As our data 

 

9 Guanxi is a Chinese term that refers to "networks" or "connections" which generates and facilitates businesses. It is generally 
acknowledged in China that the wheels of business are lubricated with guanxi. 



169 

169 

 

will show, this is reflected in the redundant employment number in SOEs who get hired 

through 'guanxi'. It is also illustrated by SOEs' devolving managerial and financial 

autonomy.  

Though it has been argued ownership structures influence the behaviours of 

organisation's green innovation, SOEs and commercial companies with different 

institutional logics face different environmental pressures and hold different innovative 

resources (Liu et al., 2020). In the renewable energy investment sector, changes are 

happening simultaneously through actors' institutional work towards efficiency and anti-

corruption. In regards to efficiency, the dense mix of SOEs and private companies intensify 

competition that leads to the fast expansion of renewable energy capacity in China. SOEs 

embrace market logic by competing fiercely with commercial renewable energy companies 

with increasing investment scale as a long-term strategy (Zhu et al., 2019). In terms of the 

corruption logic, the Chinese government's anti-corruption campaigns have been targeting 

SOEs. Organisations, regardless of their ownership structures, could articulate an anti-

corruption institutional logic with the development of corruption-disabling identities as an 

alternative to the corruption-enabling logic that incorporates cognitive schemas and 

practices (Misangyi et al., 2008).  

This paper is organised in four parts. First, we introduce the fields of institutional 

logics and institutional work. This enables us to view renewable energy investment made by 

SOEs and commercial renewable energy companies in connection with their inherent hybrid 

logics, legitimacy, identity, and the associated institutional work. Second, we outline the 

methodology and research context including approaches to data collection and analysis. 

Third, we present our findings, which suggests a holistic sustainability logic within the 

renewable energy investment field is developing in both SOEs and commercial renewable 



170 

170 

 

energy companies where institutional work is driven by three types of legitimising 

strategies. Specifically, a holistic sustainability logic with continuous institutional work 

could form a new identity for SOEs, therefore driving the homogenisation of these 

organisations in the renewable energy investment field for joint development. Finally, we 

offer some concluding remarks on the theoretical and practical implications for 

understanding and repositioning SOEs and commercial companies within the renewable 

energy investment field as underpinned by a sustainability logic. The contributions of this 

paper and future research avenues are presented.  

Institutional logics hybridity  

An institutional logics perspective that underpins the strategies and decisions of 

relevant actors is a fundamental line of inquiry for understanding impact investing in the 

renewable energy sector. Renewable energy investment often operates amidst the dynamics 

unfolding at the complex intersection of organisations, particularly SOEs and commercial 

renewable energy companies. Institutional logics influence both ends and means, 

engendering categories and motives as the bases for individual and organisation's actions 

(Friedland & Alford, 1991). Therefore institutional logics shape individual preferences, 

organisational interests, and the behaviours to attain those preferences and interests 

(Thornton et al., 2012). They consequently have a profound impact on decision making 

processes in an organisation. Institutional logics shape and at the same time are reflected 

through organisational structure, governance, and identity. Concepts within the broader neo-

institutional perspective including legitimacy and identity also inform our examination of 

SOEs and commercial companies in renewable energy investment from an institutional 

logics perspective. 
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Institutional logics hybridity has been widely explored in social entrepreneurship 

literature. Similar to social entrepreneurship, impact investing demonstrates institutional 

logic hybridity that combines the typically conflicting social welfare and commercial logics 

(Glänzel & Scheuerle, 2016; Nicholls, 2010). Multiple institutional logics can coexist, 

interact and compete for influence, and sometimes no single logic dominates (Friedland & 

Alford, 1991; Thornton, Ocasio, & Lounsbury, 2015). Within the impact investing field, 

actors with multiple institutional logics operate in a context of institutional complexity, 

where some organisations prioritise a single institutional logic, whereas others couple and 

innovate to balance several institutional logics (Mair et al., 2015).  

In addition to the institutional logics hybridity within the impact investing field, 

institutional complexity is evident in SOEs, which embody multiple institutional logics. The 

ideal logics are the dichotomous state logics and commercial logics. In China, this state 

ownership is further complicated by socialist ideology logic and the adoption of new' 

market socialism' by state organisations (Hsu, 2006). In emerging economies such as China, 

Russia, India, and Brazil, the state heavily controls financial capital, and SOEs dominate. 

For example, in certain industries in China, such as electricity and communications, private 

and foreign companies are strictly banned from entering the market (Cuervo-Cazurra et al., 

2014). State ownership is characterised by institutional complexity with arguably easier 

access to resources but inefficient utilisation of resources (Pan et al., 2020).  

Instead of focusing on the two ideal-type logics, we examine the two specific logics 

that characterise SOEs: inefficiency and corruption. Though state ownership enables the 

organisation to acquire crucial resources but makes the organisation less efficient in 

transforming inputs into innovation outputs (Zhou et al., 2017). Inefficiency logics denotes 

SOEs' lack of ability to efficiently utilise resources to convert inputs into outputs. SOEs can 
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be less efficient as they are known as being bulky and inflexible when responding to market 

and innovation. It is argued that commercial renewable energy companies are more 

sensitive to innovation and new technology development. For example, many future-

orientated solar energy organisations are looking at ways to extend the useful life of solar 

power systems and maximise what can be reused and recycled to avert an impending waste 

crisis in the industry. And the leading companies with new technology development in the 

recycling of solar panels are commercial companies such as First Solar, SolarWorld, Losser 

Chemie, and NPC Group. In addition to the inefficiency logics, SOEs in China are often 

characterised by systemic and persistent corruption. Corruption is associated with informal 

ways of resource acquisition and allocation through 'guanxi' that is associated with business 

ties and social networks. Corruption is considered as a non-market strategy for firms in 

weak institutional settings with policy instability and an informal sector (Xie et al., 2019). 

Bribery deters companies' investments in fixed assets and hurts long-term oriented firms 

where less efficient firms bribe rather than investing (Birhanu et al., 2016). Conversely, 

long term corrupt relationships are based on trust with undrafted agreements that are 

institutionalised in an organisation (Castro, 2020). This shows that corruption logic within 

organisations hinders the sustainable development of such organisations and undermines 

legitimacy.  

Every institutional order has a central logic as the set of material practices and 

symbolic constructions constituting the organising principles for individuals and 

organisations to elaborate. An institutional logics perspective emphasises the mechanisms 

and the variety of substantive contexts that institutional orders are temporally and 

contextually dependent, and shapes the legitimacy and identity of organisations (Thornton, 

2002). Legitimacy is one of the building blocks of an institutional logics perspective 
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(Thornton et al., 2012, 2015; Tracey, 2012). Legitimacy is the expectation and perception 

that the behaviours of an entity in a given social system are desirable or appropriate 

(Suchman, 1995). Suchman (1995) broadly defined three types of legitimacy: pragmatic 

legitimacy based on self-interested calculations, cognitive legitimacy based on cultural 

accounts on the acceptance of the organisation, and moral legitimacy based on normative 

evaluations. Organisations with state ownership in China naturally have a higher level of 

legitimacy than private ventures as they are believed to receive support and protection from 

the government agencies (Li & Zhang, 2007). Commercial companies tend to confront more 

unfavourable normative, regulatory, and cognitive institutional environments in China. 

Identities and associated practices are at the core of institutional logics as the linkages 

to organisational processes (Thornton et al., 2012). Organisational identity is defined as the 

central, distinctive, and enduring attributes of an organisation's character (Albert & Whetten, 

1985; Whetten, 2006). Organisational identities can be relatively fluid as well to adapt to 

changes, where an entity can have multiple and conflicting organisational identities (Gioia et 

al., 2000). Actors and organisations with multiple identities can variously align with different 

institutional logics to make sense of and evaluate their everyday activities. SOEs exhibit dual 

identities, namely an utilitarian organisational identity that is entrepreneurially oriented, and 

a normative organisational identity that is government-oriented (Moss et al., 2011). 

Therefore, the institutional logics perspective offers new ways of understanding impact 

investing on an institutional level and has the potential to expand concepts of legitimacy and 

identity in institutional theories.   

Institutional work for legitimacy and a stable identity  

When actors are unable to reconcile and exploit competing institutional logics, they 

enable mechanisms of institutional change (Battilana et al., 2009; Dimaggio, 1988). 
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Disruptive institutional change is built by the process of institutional work embedded in 

individuals' and organisations' day-to-day practices. Institutional work offers a framework to 

understand the role of actors' purposive actions in influencing, transforming, and maintaining 

the enduring element in social life – institutions (Lawrence & Suddaby, 2006). Institutional 

work is concerned with individual and collective actors' practices aiming to create, maintain, 

and disrupt institutions, explaining how actors influence institutions and the interactions 

between actors and institutional structures (Lawrence et al., 2011). Institutional work that 

combines established institutional logics creates new organisation types such as social 

enterprise that is underpinned by hybrid logics (Tracey et al., 2011). Research in social 

entrepreneurship has shown that maintaining productive tensions between the hybrid logics 

with social and commercial activities allows staff members to manage daily trade-offs 

(Battilana et al., 2015). To gain legitimacy and build credibility, social enterprises with 

hybrid logics actively engage in legitimisation exercises through collective identity sharing 

and supportive systems (Granados & Rosli, 2019). While significant research has been 

undertaken in this space in the social entrepreneurship literature (Battilana et al., 2015; 

Granados & Rosli, 2019; Tracey et al., 2011), far less has looked at impact investing and 

SOEs. 

Like social enterprises, the hybrid positions taken by impact investing and SOEs 

create legitimisation issues. In SOEs, legitimacy stems from the alignment with government 

policy, social norms, and market efficiency. Inefficiency and corruption in SOEs undermine 

legitimacy because they represent the mismatch between operations and institutional 

expectations. When facing a loss of legitimacy, actors use various legitimising strategies to 

reconcile competing institutional logics and identities where legitimacy strategies are seen as 

the institutional work actors adopt. One legitimising strategy employed by organisations 
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which incorporates competing institutional logics is selectively coupling intact elements 

prescribed by each logic to project legitimacy and propriety to external stakeholders (Pache 

& Santos, 2013). Bricolage is another legitimating mechanism used by actors to reconfigure 

existing resources at hand to successfully navigate the uneven terrain of institutional 

constraints (Desa, 2012). In the context of disclosed corruption, organisations use various 

legitimacy strategies such as decoupling and substantial influence to gain/regain legitimacy, 

where decoupling involves constructing a façade of organisational processes, whereas 

substantial influence involves the adjustment of organisational practices that actually match 

the projected identity (Schembera & Scherer, 2017). These legitimating strategies allow 

actors to recombine three types of legitimacy - moral, cognitive, and pragmatic (Dart, 2004; 

Suchman, 1995) to gain/regain legitimacy that conform to societal and stakeholder 

expectations.   

In addition to legitimacy strategies, the construction of identities is central to the new 

organisational formation and is seen as a form of institutional work (Lawrence & Suddaby, 

2006). Identities substantially change the organisational processes and alter the legitimacy 

strategies. Research in impact investing has shown there is a strong connection between the 

social identity of actors and legitimisation strategies of organisations (Lehner et al., 2019). 

The construction and shift of identities as institutional work reconstructs actors' identity to be 

aligned with the new logic (Kyratsis et al., 2017).  

To sum up, institutional work pays attention to the relational and interactive moments 

of institutional production in which actors adapt to demanding and dynamic conditions with 

competence and knowledge (Lawrence & Suddaby, 2006). The selected and adapted 

legitimacy strategies and identity shift will ultimately alter the direction of the organisation. 

We, therefore, explore how impact investors and impact investment managers use 
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legitimising strategies and institutional work to reconcile the myriad stakeholder 

expectations and how their practices are shifting institutional norms in terms of the 

efficiency and anti-corruption logics in the impact investing field.  

Methods 

This research project adopts an abductive approach to understand the institutional logics 

hybridity and institutional work in impact investing between SOEs and commercial 

renewable energy companies. We discuss our research context, data collection, and data 

analysis in this section.  

Research context 

We chose Mainland China as the context because of its rapid development and leading 

role in renewable energy investment, its unique SOE composition in the energy sector, and 

its need for a shift in sustainable energy. SOEs are critical in China's economy, generating 

approximately 30% of national revenues from principle businesses in China (National 

Bureau of Statistics of China, 2019), which is much higher than many developed countries. 

SOEs also play an important role in the global economy, accounting for 22% of the total 

revenues of all Fortune Global 500 corporations where Chinese SOEs represent a significant 

portion (K. J. Lin et al., 2020). The Chinese economy has become increasingly market-

oriented over the last three decades of reform, yet the state remains influential, particularly in 

certain strategically important sectors such as the energy sector. China's influence in energy 

transition is not only domestic, but also international with massive investment and loans for 

various energy infrastructure projects (Shen, 2020). SOEs react more quickly to government 

policies and undertake more projects with policy support such as overseas infrastructure 

projects in countries involved in the Belt and Road Initiative (BRI). However, SOEs in 
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China place emphasis on 'guanxi' that could lead to both inefficacy and corruption. 

Therefore, China serves as a rich context for examining the institutional logics and 

institutional work of impact investing in the renewable energy sector between SOEs and 

commercial renewable energy companies. 

Data collection 

This research used an exploratory interview approach to gain insights into renewable 

energy investment investors' decision making processes from an institutional logics 

perspective. The lead author conducted 26 semi-structured interviews in Mainland China 

between May 2019 and September 2019. Interviews were conducted in either Mandarin or 

English, depending on the preference of the interviewees. The sampling was designed to 

gather data from a diverse set of individuals. The 26 research participants are renewable 

energy investment leaders occupying positions like CEOs, directors, and senior managers 

from three different sectors in China. They are selected individual stakeholders with a high 

level of relevant knowledge and experience in the renewable energy investment field. 

Among the 26 participants, six are from SOEs and ten are from commercial companies, with 

ten supporting interviews with stakeholders from government agencies, financial institutions, 

social enterprises, NGOs, energy advisory firms, and intergovernmental organisations. Most 

interviewees are based in tier-one cities, including Beijing, Shanghai, Shenzhen, Guangzhou, 

and other major cities in Central China.  

The lead author was well aware of China-related contextual factors, with a sound 

understanding of the local institutional and cultural norms. For example, Chinese relational 

dynamics and guanxi directly influence data gathering in China and the authenticity of the 

answers to the research questions (J. Yin & Quazi, 2018). These complexities were taken into 
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consideration during the research design process. For instance, the approach of directly 

inviting participation from government officials and senior managers was considered 

unlikely to be successful because of the lack of reciprocity between the researchers and 

research participants. Therefore, a snowballing approach was adopted, with referrals through 

a researcher-developed guanxi tree (tree of connections) which is the preferred method of 

data collection in China, accessing and utilising the connections among people (Kriz et al., 

2014). Invitations to participants were sent through the researchers' professional connections, 

as well as through prominent professors from top universities in China to their industry 

connections and former students through two or three layers of referrals. The following table 

illustrates the interviewees' organisational associations.  

Public Private Social 

• Government agency (1) 

• State-owned enterprise 
(SOE) (6) 

• Intergovernmental 
organisation (1) 

• Venture capitalist and 
private equity fund (2) 

• renewable energy 
company (10) 

• Commercial bank (2) 

• Foundation/NGO (2) 

• Social enterprise (1) 

• Development bank (1) 

Table 9. Breakdown of research participants across three sectors (n = 26). 

Theoretical sampling is utilised to select the research participants. Usually, non-random 

sampling tends to favour participants from organisations that are more visible or more easily 

contacted. However, given that these participants and cases were selected from various 

organisations across China, it is believed that the dataset captured adequate variation among 

renewable energy organisations in China. 

The interview questions are organised around the participants' background, a priori 

beliefs, perceptions of renewable energy investment in China ('knowledge'), decision making 

processes ('reasons' and 'objectives'), perceptions of institutional influences, stakeholder 
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interactions, and investment portfolios. The interviews averaged one hour in length and were 

semi-structured, allowing emergent lines of inquiry to be explored during the interview. The 

semi-structured interview is recommended as an effective method for probing China-specific 

contextual features, rather than using survey data, which is subject to common method bias 

and social desirability bias (J. Yin & Quazi, 2018). To help reduce social desirability bias, 

confidentiality and anonymity were assured. In addition, observations of differences among 

the respondents' answers to the same questions, and questions about how they benchmarked 

their peers, were utilised. All interviews were audio-recorded and fully transcribed in the 

original language. These interviews were supplemented by an analysis of secondary sources 

of information regarding the participants' organisations, as well as other informal 

conversations with renewable energy organisation leaders and staff throughout the fieldwork 

process.  

Data analysis 

This research project utilised a method of analysis that was first introduced by Gioia et 

al. (2013), which assembles first-order and second-order codes to reveal the data structure 

(Gehman et al., 2018). To produce theoretical insights, the grounded themes and dimensions 

are linked back to the theoretical underpinning, following the recursive and iterative nature 

of abductive analysis (Timmermans & Tavory, 2012).  

Thematic analysis was used to look for themes of meaning in the data, following the 

guidelines of the six phases of analysis offered by Braun and Clarke (2006b). Axial coding 

was used to construct the emergent themes from the interview data using NVivo 12 software. 

The coding process was iterative, to condense descriptive codes to thematic codes within the 

transcripts: this involved transcribing, coding, and revisiting theory. The lead author coded 
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the data three times and generated 84 nodes. Theoretical saturation was reached when new 

concepts could not be generated from the interview transcripts (Saunders et al., 2018). 

Transcripts were analysed in their original languages. The lead author translated the final 

codes and quotations verbatim into English, and later back-translated them to minimise the 

misrepresentation of meanings.  

Findings  

China has experienced a surge in renewable energy investment, particularly in wind 

and solar power installation over the past decade and is now a world leader in installed 

capacity. The majority of wind and solar investment has been made by SOEs (Hochstetler & 

Kostka, 2015). SOEs are thought to be highly over-leveraged and structurally, lack flexibility 

and responsiveness compared with commercial companies (Guluzade, 2019). China has been 

undergoing a fundamental institutional transformation with economic and energy sector 

reforms to restructure and privatise SOEs.  

The following findings are structured in two parts. We first introduce the 

institutional logics convergence between SOEs and commercial companies using 

representative excerpts from interview transcripts and secondary data. We then present the 

institutional work with variance in legalising strategies adopted by SOEs and commercial 

companies.  

Inefficiency and corruption logics in Chinese SOEs 

Many SOEs in China are the legacy of a planned economic system where the 

government held both ownerships and operations. Managers and staff in SOEs had little 

incentives to promote productivity with low operational efficiency. Though SOEs often 

operate with low efficiency, SOEs are good ways to create capital-intensive industries and 



181 

181 

 

maintain social stability (Lin et al., 2020). SOEs enjoy a high level of legitimacy with 

government policy support and preferential access to loans. It is widely argued that the 

SOEs in China would not survive in an innovation-driven market environment without the 

preferential perks they currently enjoy. Despite these criticisms on their inefficient use of 

resources, SOEs perform well in both China and global economies.  

Bureaucratic-legalistic logic dominates the regional government level in China. We 

were not able to get access to interview central government officials from the National 

Development and Reform Commission (NDRC). Instead, we interviewed the director of a 

municipal NDRC energy department. Most regional (provincial and municipal) government 

officials in NDRC do not question the policy but only follow and implement. The research 

participant himself used a metaphor stating that most government officials who work at a 

provincial and municipal level act as the judges rather than the players of the game, and are 

not actively engaged in the policymaking process. They follow the rules to implement by 

practising routine tasks including approval of new renewable energy projects applications 

which involves little ambiguity.  

Instead of focusing on the traditional dyad between socialist ideological logics and 

commercial logics, our abductive, exploratory research finds that inefficiency and anti-

corruption logics are the most prominent differentiation logics between SOEs and 

commercial companies in the renewable energy sector. The following figure shows our data 

structure.  
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Figure 4. Data structure: the convergence of a holistic sustainability logic.  

SOE's institutional logics is driven by its formal identity and institutional power, but 

it is also operating in a free market. Instead of abjuring economic rationality, SOEs' 

investment behaviours accord with market logic (Zhu et al., 2019). SOEs still follow the 

market logic with no significant difference from commercial companies in the renewable 

energy investment decision making process. One research participant from an SOE noted 

that the market logics prevail even in a structured large-scale SOE.  

'We are an SOE with government holdings, but we still operate according to the 

market rules and participate in market competition. There is no extra support and help from 

the government. The competition process is the same in the market as a private company.' 

(Board member of a renewable energy SOE). 

Aside from participants from the intergovernmental organisation, all participants 

mentioned that economic viability is critical to keep the organisation sustainable. The 

expected financial return rate of most commercial companies and SOEs is around 8-12%. 

Return period is related to the span of the projects.  
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China's investment and promotion in renewables are driven by SOEs and 

commercial companies to meet carbon emission reduction and energy security objectives. 

There is a clear transformation from traditional fossil fuel financing to renewable energy 

financing. In terms of government support, many participants mentioned that they do feel 

the support from the policy trends, which led China to become the largest renewable energy 

investor in the world within such a short period:  

'Policy support is excellent. I think China must be the world's largest 

implementation of EV, or else there will be no fraud in the subsidies.' (Strategic director of 

an SOE). 

The renewable energy sector in China has been receiving subsidies since 2011 and 

the government plans to remove all subsidies by the end of 2021. But there is a lack of 

consistency of the policy in China with frequent and unpredictable changes. Subsidy delays 

are causing significant cash flow challenges to the survivals of many private companies.  

There is no clear difference between SOEs and commercial companies in terms of 

government support in the renewable energy sector. It is shown that the support from the 

government for many commercial companies are strong when it comes to high-quality 

renewable energy projects. Many commercial companies manage their government relations 

well:  

'The government was indeed a very powerful advocate back then. The government 

gave us great support in the early development stage. At that time, it was one of the top ten 

projects of forestry in Jilin Province. The government supported the raw materials first to let 

us do R&D, gave us cheap land, cheap factory rent, and other support from different 

aspects.' (Founder of a bio-gas commercial company). 
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Aside from the similarities on economic viability and policy support in the renewable 

energy sector, we note the differences in manager and employee motives, risk assessment 

based on organisational size and grid-connection, long-term vision based on the length of 

investment and leadership shift, and information transparency. These areas of differences are 

also illustrations of the inefficiency and corruption logics in Chinese SOEs. 

On an individual level, the differences are reflected through managers' previous 

involvement in the fossil fuels field, international education experience, and emphasis on 

external reasons such as policy trends for renewable energy investment involvement. Senior 

managers involved in the renewable energy sector mainly come from the traditional energy 

sector. This is reflected in our data where many participants at a senior management or 

director level have working experience in traditional coal thermal power generation and 

large-scale energy infrastructure projects before entering the renewable energy related 

career. While many research participants in commercial renewable energy companies have 

an international background, most research participants in SOEs do not have an international 

education background and are more conserved with their responses to the interview 

questions. Research participants from SOEs give more emphasis to the external reasons for 

undertaking renewable energy investment projects rather than internal reasons such as self-

fulfilment which is mentioned more frequently by participants from commercial companies. 

Many participants from SOEs referred to government policies and campaigns, such as 

President Xi's famous quote:  

"Let me talk about policy first. I remember President Xi's speech at the Davos Forum 

promised that by 2040 China should reach zero carbon emissions and his talk about 'Lucid 

Waters and Lush Mountains Are Invaluable Assets'." (Director of a listed SOE). 
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The inefficiency logic is also reflected in the redundant employment number in 

SOEs and their devolving managerial and financial autonomy. SOEs has historically 

assisted the government in reforms as the response from the government for short-term laid-

off workers. SOEs' redundant employees are mainly hired through nepotism, which hurts 

SOE's efficiency and autonomy. It is not beneficial for the employees in the long term either 

because jobs gained via nepotism are short-term whereas, solid skills generated from 

education will lead to a more rewarding job (Birhanu et al., 2016). 

Although the government supports both commercial renewable energy companies 

and SOEs, access to financing is different. Risk is directly related to organisational types and 

sizes according to one of the research participants from a commercial bank offering loans to 

renewable energy projects:  

'The renewable energy field is dominated by central enterprises, SOEs, and publicly 

listed company with very few middle and small-sized enterprises (SMEs). The SMEs are at 

most involved in ancillary services to renewable energy activities. There are renewable 

energy related SMEs, but it's hard for them to last. SMEs' are disadvantaged when it comes 

to risks resistance and R&D, and the competition in the renewable energy market is fierce.' 

(Financing director of a bank). 

The size of renewable energy organisations is directly linked to the risk level and is 

indeed the paradoxical division between impact investing and renewable energy investment. 

Most renewable energy investment projects are large scale, whereas many impact investing 

deals are focused on small-scale social enterprises and community-based projects. Another 

risk consideration is on grid connection where most SOE projects are grid-connected through 

State Grid Corporation of China and China Southern Power Grid with easier access. While 

most off-grid projects are carried out by commercial companies. Financing institutions are 
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generally concerned about the continuous power generation operation of these off-grid 

projects. 

Another key consideration is on time-based consideration on response, length of 

investment, and leadership change. The difference is about how private enterprises and SOEs 

respond to government policy in terms of approach and urgency:  

'Environmental is social, as long as you work on energy conservation and contribute 

to environmental protection, it is beneficial to society. This is the so-called social 

responsibility, isn't it? … we must return a blue sky to China. SOE has its social 

responsibility. For example, if the country is vigorously promoting sustainability, SOEs will 

be very supportive and try to push it. If you go to a private enterprise, it might consider how 

much renewables it produces as long as it matches the quota. For an SOE, it might need to 

promote renewable energy in a stronger way and response to the policy more quickly.' 

(Director of a listed SOE).  

Long-term operations and maintenance services companies care about the social and 

environmental impact with 8-12 years financing period with 20-25 years of the project life 

cycle. Engineering, procurement and construction (EPC) contractors in the renewable energy 

sector undertaking construction work on large-scale and complex infrastructure projects are 

an exception, because they only work on the infrastructures of renewable energy projects for 

from a few months to one/ two years. In renewable energy investment, companies are 

generally long-term focused where commercial companies could be more far-sighted than 

SOEs. This is due to the leadership and top management turnover that is influenced by 

government intervention:  
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 '… there is a problem with the strategy of SOEs, which is their pursuit of short-term 

achievements. This is decided by the institutional system. For example, the CEO of our 

company has changed four times during 10 years between 2009 to 2019. Do you think we 

can still have a long-term strategy?' (Strategic manager of an SOE). 

Leaders in SOEs are mainly Party-appointed bureaucrats rather than professional 

managers (Yu, 2019). Most executives in listed Chinese SOEs leave office within two 

terms, highlighting the uncertainty of executive appointments that directly influences the 

performance of SOEs (Liu & Zhang, 2018). 

Inefficiency in SOEs' operational behaviours is illustrated by a research participant 

who works in a central SOE with working experience in a commercial renewable energy 

company:  

'[founders and managers] in private firms treat the company as its own. Leadership 

reception10 by SOE is so often in our company, but I know in company A (a private 

company), the chairman appoints someone to do most of the leadership receptions. Everyone 

has limited energy. If you spend too much time on other things, the major development of the 

company will be under threat.' (Strategic manager of an SOE). 

Inefficiency and corruption are interlinked. SOEs performs worse than private 

enterprises in terms of profits which directly relates to corruption issues:  

 

10 Leadership reception in this context refers to the reception for government officials visiting the organisation, which often involves 
extravagant spending and lavish banquets in China that leads to corruption and bribery.  
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'Anticorruption is given great attention in private enterprises' system, which controls 

the cost. In SOEs, labour cost is much higher with hiring through 'guanxi'. Corruption leads 

to either high cost or low quality.' (Strategic manager of an SOE). 

Information transparency is another issue for SOEs in terms of the disclosure to 

external investors that contributes to the corruption logics. Disclosure practices include 

reporting anti-corruption programmes, company structure and holdings, and key financial 

information. The Chinese governance system is characterised by the lack of downward 

accountability and institutionalised systems of scrutiny where information flows from the 

below is controlled (Bardhan, 2020). The lack of effective feedback from the below in the 

hierarchy makes the renewable energy policies less effective with unintended outcomes.  

Legitimising strategies and identity formation  

Establishing legitimacy or staying legitimate with a stable positive identity 

perceived by stakeholders is a fundamental organisational pursuit. Legitimacy is reflected 

through the organisational process, structure, and decisions that are in conformity with the 

prevailing logic and identity. To achieve pragmatic legitimacy, cognitive legitimacy, and 

moral legitimacy, organisations use various legitimising strategies such as strategic 

manipulation, isomorphic adaptation, and moral reasoning to adapt to or influence societal 

expectations (Scherer et al., 2013; Suchman, 1995). We find that rational justification, 

strategic partnership, and moral imagination are the legitimising strategies used by Chinese 

SOEs to transform into an efficient and anti-corruption identity.   

SOEs are often criticised for abusing their legitimacy and lobbying for regulations 

which drive out competitive private companies. But changes are happening in both SOEs 

and commercial renewable energy companies. China's central government's autonomy in 
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policymaking is largely constrained by rising commercial companies who possess 

considerable institutional and substantial power for policy orientation to compete with 

SOEs (Shen, 2016). The Chinese government has been pushing reforms in SOEs to sustain 

domestic economic growth by emphasising efficiency and anti-corruption. The government 

has also launched a series of reforms to support the development of China's electricity 

sector by safeguarding the interests of investors, operators, and energy users (Lin & Purra, 

2019). The institutional work in SOEs to sustain legitimacy is in alignment with the 

government's SOE reform to overcome inefficiency and corruption issues.  

Rational justification for pragmatic legitimacy: Rational justification is used by 

many SOEs to achieve and sustain pragmatic legitimacy. For example, when choosing 

investment projects for electricity generation, SOEs place emphasis on the factor of 

resource endowment for their decision making. China has focused on hydropower and 

developed the world's largest power station in terms of installed capacity, Three Gorges 

Dam, which involves incredibly high initial investment and coordination. To build the 

Three Gorges Dam, China Three Gorges Corporation (CTG) was established. CTG is now 

one of the world's largest energy companies that are involved in wind and solar power 

developed with investments and projects across the world. The consideration around 

resource endowment is illustrated by one research participant:  

'We work on hydropower development and have made the world's largest 

hydropower station, but there will only be 10-20 years to tap all the hydropower potential 

with China's resource endowment. For the development of the company, we must engage in 

renewable energy. We select the most sustainable types such as wind, solar energy, and 

other types based on technology development.' (Former managing director of an SOE).  
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When a single logic prevails, actors respond to the pressure by shifting institutional 

logics to maintain pragmatic legitimacy and competitiveness. The shift is highly directed in 

China. Government has been influencing the institutional logics movement with advocacy 

for efficiency and the anti-corruption campaigns. Though most SOEs are inefficient in 

generating innovation, some SOEs have achieved an optimal structure for innovation 

development in the renewable energy investment context (Zhou et al., 2017). It has also 

been argued that after the anti-corruption logics shift, government subsidies are positively 

associated with innovation (Fang et al., 2018). China Gezhouba Group Corporation 

(CGGC) is such an example, with the government owning 40.8% of the company, while 

still being highly efficient and sustainable. CGGC is highly successful in its environmental 

protection businesses, including renewable energy, the recycling of renewable resources, 

water treatment, sewage and sludge treatment, solid waste treatment etc. CGGC ranked 

third in environmental enterprises list in China in 2019, was rated as China's Top Ten Green 

Responsible Enterprises and the highest rating of green companies as "Dark Green AAA". 

CGGC's environmental innovation is achieved through the interactions of three driving 

orientations of resource integration, government, and market (Jiao et al., 2020). CGGC also 

has a track record of picking up overseas contracts in hydroelectric engineering that 

accounts for most of Gezhouba's international portfolio. 

SOEs with government controls are more easily to be influenced by political 

pressures with political situations associated behaviours. On the other hand, public funds in 

the private sector are argued to introduce political distortions (Fang et al., 2018). Renewable 

energy investment overseas, in particular, has a distinctly political tone with reputational 

benefits, where the Chinese government is trying to enhance its image as a responsible 

actor. Aside from the anti-corruption campaign, the reason why corruption behaviours of 
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SOEs are becoming rare relates to the dimension around reputation and international image 

of Chinese SOEs. Government oversight over SOEs is getting stringent where reputational 

costs and risks for SOEs are high and incentives for SOEs to engage in corruption 

behaviours are low. 

Strategic partnership for cognitive legitimacy: To achieve cognitive legitimacy 

based on cultural accounts on the acceptance of the organisation, organisations seek 

strategic and structural conformity with their institutional logics. Instead of sticking to one 

prevailing institutional logic with the risk of mission drift, we suggest that strategic 

partnership is a key legitimising strategy for SOEs to reach cognitive legitimacy. Strategic 

partnership is similar to coupling institutional logics by combing different elements to 

achieve the acceptance of widespread consensual schemas.  

There is a strong cross-sector partnership in renewable energy investment among 

different types of organisations to achieve cognitive legitimacy and get access to resources. 

Our research participants in both SOEs and commercial companies have referred to Public 

Private Partnerships (PPPs) for their renewable energy investment projects. Many 

commercial renewable energy companies have some sort of state ownerships. One of the 

participants' company is an indebted solar project developer where a state-owned company 

has acquired 32% controlling stake. Previous research has shown that a minority state 

ownership promotes innovation development with both resource acquisition and efficient 

use to achieve innovative outputs (Zhou et al., 2017).  

SOEs are also getting investment and forming strategic partnerships with their 

suppliers and customers in the private sector, and stakeholders in the broader society as 

illustrated by one of our research participants:   
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'In the cost of our products, raw materials account for the main part. The formation 

of strategic partnerships with our suppliers will support the development of the 

industry…Now that we are communicating with all parties, while still giving priority to 

enterprises in the upstream and downstream of the supply chain, we will reassess some 

other social capital as well.' (Marketing director of a listed renewable energy material 

SOE). 

Many social innovation projects in the renewable energy sector are collaborations 

between the government and commercial companies. Innovative business models which use 

solar PV or biomass for poverty alleviation in rural regions are gaining popularity in China 

with government support:  

 'The social benefits are more about poverty alleviation and precise poverty 

alleviation. Most of the PV projects we have done are in the desert area from 2015 to 2016.  

The Chinese government started to work on poverty alleviation using PV in 2017. The 

government-led programme installs solar panels on residential users' roofs offering them 

3,000 RMB as the rent, which can be considered as the social impact. The electricity is free 

of charge to meet the farmers' own usage, and the surplus will be sold to the grid. The 

government will also pay these farmers a certain maintenance fee.' (Operation director of a 

listed commercial company). 

But some research participants in commercial renewable energy companies 

mentioned that the outcome of these projects is often not ideal, questioning the logic of using 

one subsidised industry to solve poverty issues. Many of them also opted out to get involved 

in poverty alleviation projects due to payment delays from the government.  
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On a macro industry level, one strategic partnership is the industry restructuring of 

EV development, which promotes industry restructuring, particularly the renaissance of the 

battery industry. One key battery manufacturer is the Contemporary Amperex Technology 

Co. Limited (CATL) that specialises in the manufacturing of lithium-ion batteries for EVs 

and energy storage systems, as well as battery management systems partnering with 

companies such as Tesla, BYD, and LG (CATL, 2019):  

 '… when EV started developing, the battery companies were saved. The battery 

industry was running out of businesses. Through two major businesses-smart phones and 

EV, it has been brought back to life... The cost of batteries is undergoing a reduction 

process. In fact, the purpose of the state's subsidy policy is to support both EV and battery 

industries.  It is also an exclusive policy because the batteries used must be domestic ones. 

Subsidies are only given to independent brands, not to joint venture brands like 

Volkswagen. It is a way to support the development of domestic brands in disguise. Based 

on the backgrounds of energy and environmental protection, China is trying to achieve 

overtaking in a curve in the automotive industry.' (Strategic director of an SOE). 

Moral imagination for moral legitimacy: To achieve moral legitimacy for 

organisations to be accepted on the grounds of conscious moral judgments (Suchman, 

1995), moral imagination is used by actors. Moral imagination, as an affective facilitating 

process, is the ability to evaluate possibilities beyond current circumstance to think more 

creatively within the constraints (Werhane, 2002). Moral imagination is an ongoing mode of 

sensemaking to view changing expectations as opportunities for learning rather than threats 

by managing them proactively and interactively (Hargrave et al., 2020). Moral imagination 

includes the moral reasoning and framing made along with normative ethical standards such 

as justice and fairness. Moral reasoning is used for adaptation of climate change with moral 
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framing related to pro-environmental positions on both vulnerability- and system- based 

moral positions (Adger et al., 2017).  

Commercial renewable energy companies tend to be more sensitive to and more 

interested in sustainability-related innovation in the renewable energy field. Many research 

participants in the private sector mentioned the topic of solar panel recycling.  

'How to achieve sustainability is an issue for the entire industry chain. From 

upstream to downstream... this includes the extraction of silicon. There is pollution and the 

process needs improvement. We will never deny it… the PV industry has a very long 

lifespan where a power station can reach 30 to 35 years. Then the attenuation decreases… 

After being dismantled and used for recycling, the main things left include glass which 

accounts for 70% to 80%, silicon material which accounts for more than 10%, the metal 

which accounts for more than 10%, and plastics 5%. When the silicon material is recycled, 

it can be used up to 98%… the United States and Europe have already legislated this part, 

so you must recycle. Why hasn't China been like this? It's been less than 30 years, and 

China hasn't faced such a problem…Only economy of scale can make a contribution. If it is 

not an industry, the cost of recycling will be very high. If I can only collect 200,000 tons in 

the market, it will be difficult to form an industry… This is our direction for future 

development.' (Financing director of a listed commercial renewable energy company).  

Sustainability-related innovation and ethical sourcing in the supply chain are the 

concerns for both SOEs and commercial renewable energy companies. Ethical 

considerations on the supply chain also influence stakeholders. In the case of responsible 

sourcing, SOEs stipulate the CSR criteria of their suppliers:  
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'The product we make is the cathode material for lithium-ion batteries. Its main 

applications can be divided into three parts. The first is the digital battery products, 

including mobile phones, notebooks, computers, and wearable devices. The second is EV… 

And the third is backup power sources for mobile base stations and renewable energy 

storage devices. The main materials used are lithium iron phosphate batteries... Our main 

metal raw materials are lithium, cobalt, and nickel… What we do in the supply chain [of the 

renewable energy industry] is to provide the core components, the cathode material of the 

battery, which has played an active social and environmental role in our link.' (Director of 

a listed renewable energy material SOE). 

Corruption is a moral violation against moral notions such as fairness and rightness. 

Corruption logic used to be prevalent in Chinese SOEs characterised by 'guanxi' and 

nepotism. Aside from punishing corruption behaviours, moral imagination allows new 

possibilities to establish a corruption-disabling logic and system to promote ethical 

behaviours and instil public confidence in the government. However, most research 

participants in our study are not open about the corruption topic due to its sensitivity and 

potential conflict of interests. For this part, we referred to some secondary data sources to 

illustrate moral imagination.  

The anti-corruption campaign in China began in 2012, where innovation and 

efficiency are encouraged by subsidy awards (Fang et al., 2018). Not only in SOEs and 

commercial companies, anti-corruption within the government in the energy sector is also 

underway. For example, the deputy director of China's National Energy Administration 

(NEA), Liu Baohua, has been placed under corruption investigation. In a recent industry 

forum, Liu has vowed to improve energy efficiency and access to electricity for residential 

and small business users with the integration of multi-power storage. According to the 
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Central Commission for Discipline Inspection (CCDI) 's official newspaper, more than 20 

energy sector officials have been investigated or punished in 2020 for corruption.  

Discussion and conclusion  

We discuss the implications of our findings, both from theoretical and practical 

points of view, and we describe multiple compelling lines of future research that can build 

on this exploratory research. This study extends the institutional analysis of change in the 

renewable energy investment sector by exploring the efficiency and anti-corruption 

institutional logics shift in Chinese renewable energy SOEs and commercial companies. By 

examining renewable energy investment decision making from an institutional logics 

perspective, we identified a holistic sustainability logic exemplified through two typical 

types of logic - an efficiency logic and an anti-corruption logic, that lead to different 

organisational legitimising strategies for legitimacy enhancement. The legitimising 

strategies found include rational justification, strategic partnership, and moral imagination 

to achieve pragmatic, cognitive, and moral legitimacy. The following figure demonstrates 

the institutional shaping processes of key renewable energy players with the formation of 

efficiency and anti-corruption logics and identities.  
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Figure 5. Institutional reshaping: Effects of institutional work on institutional logics shift.  

We question the assumption that an organisation only applies one legitimacy 

strategy at a time with the one-best-way approach, but instead uses a paradox approach by 

combining different and potentially contradictory strategies in preserving legitimacy 

(Schembera & Scherer, 2017; Scherer et al., 2013). We find that rational justification for 

pragmatic legitimacy towards efficiency is the most frequently used legitimising strategy 

for both SOEs and commercial companies in our data. Moral imagination is, however, the 

most controversial one because participants are reserved about corruption issues due to the 

sensitivity and potential conflict of interests. To manage anti-corruption expectations from 

stakeholders, companies not only use moral imagination but tend to apply a mix of 

legitimising strategies combining elements of rational justification and strategic partnership. 

Organisations do not just involve one legitimising strategy at a time, but rather may 

incorporate different legitimising strategies to maintain or regain legitimacy under 

heterogeneous environment (Scherer et al., 2013).  

Initial 
institutional 

logics

• Inefficiency logic
• Corruption logic

Legitimising 
strategies 

• Rational justification (pragmatic legitimacy) 
• Strategic adaptation and partnership (cognitive legitimacy)
• Moral imagination (moral legitimacy) 

Institutional 
logics after 
institutional 

work

• Effiency logic
• Anti-corruption logic
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We discussed the convergence of a holistic sustainability logic leading to efficiency 

and anti-corruption environment. Despite the differences between renewable energy SOEs 

and commercial companies, new organisational forms might be able to emerge through 

institutional work and entrepreneurship by bridging established institutional logics (Tracey 

et al., 2011). Such an emergence could be facilitated by legitimising strategies, particularly 

strategic partnerships such as PPPs in the renewable energy sector. Research has shown that 

interactions among different types of institutions in the renewable energy sector can 

enhance effectiveness of multi-stakeholder partnerships (Sanderink & Nasiritousi, 2020). 

These legitimising strategies can also lead to successful financing for renewable energy. 

Both private and public actors are investing in innovation in renewable energy increasingly, 

affecting the directionality of technology development and renewable energy policies 

(Mazzucato & Semieniuk, 2018). Government is not the only crucial actor that steers 

climate-related policy. Rising business interest groups with considerable material and 

institutional influences shape the policy orientation (Shen, 2016). SOEs serve as bridges 

between the government and the private sector in this sense.  

Deregulation and market-based competitive economy have been the focus of SOE 

reforms in China (Yu, 2019). SOEs are characterised by their corporate governance with a 

nexus of formal and informal institutions and contracts addressing conflicts among 

stakeholders. But SOE reform has mainly focused on the consolidation of commercial 

companies, where corporate governance needs further improvement. Combining 

institutional logics could lead to change and innovation in the organisational forms and 

practices, but also with the risk of stuckness or oscillation between logics (Jay, 2013).  

Given SOE's large size and governance complexity, the institutional work incorporating our 
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proposed legitimising strategies may not always lead to success, as the challenging 

organisational processes do exist behind realising this creative potential.  

Managerial implications 

This article offers some important implications for managers and policymakers, who 

need to understand the institutional logics and institutional work in the renewable energy 

investment field. Policymakers have devised a variety of supporting programmes to foster 

energy efficiency, including regulations such as the minimum energy performance 

requirements, financial support programmes with subsidies and tax rebates, and information 

programmes such as energy labelling, as well as behavioural programmes such as nudging 

(Spyridaki & Flamos, 2014). However, most of the Chinese policymakers and government 

officials are not experts in the renewable energy investment field. Capacity-building and 

engagement with the stakeholders could help policymakers to understand the intricate 

institutional work undertaken in SOEs and commercial renewable energy companies.  

Our findings suggest that policymakers should encourage SOEs to partner with other 

types of organisation to sustain their efficiency in competitive markets. Decreasing entry 

barriers in areas such as renewable energy generation and EV will ultimately promote the 

ecological civilisation. For example, the government could design a market-based 

mandatory renewable portfolio requirement with robust regulatory monitoring of grid 

enterprises to encourage the development of commercial renewable energy enterprises (F. 

Wang et al., 2010). 

Despite the institutional work, transparency is still lacking in many SOEs, as most 

actors do not have the intension to change the rules of the game. An institution can be 

evaluated in terms of information aggregation because the information we must utilise never 
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exists in a concentrated or integrated form (Hayek, 1945). The lack of transparency impedes 

the sustainability logic formation leading to inefficiency and corruption enabling 

institutions. Transparency and information sharing can be a powerful management tool in 

serving the interests of stakeholders. 

On the demand side, the government designs policies that are mainly targeting 

commercial users, including SOEs. This is because the government could have more direct 

channels to influence commercial users' behaviours compared with residential users (Lin & 

Jiang, 2011). Therefore, most of the policies designed are targeting commercial energy 

users such as the subsidy programmes for energy generators. However, the lack of attention 

to residential users might lead to a rebound effect, where the energy efficiency gained 

through the expansion of renewable energy sources will result in more energy consumption 

among residential users (Gillingham et al., 2015). More specifically on the residential 

demand side, the general public in China is supportive about renewable energy, especially 

for those who were affected by air pollution or other environmentally harmful events, which 

directly influence these residential users' willingness to pay for green electricity (Guo et al., 

2014). In some developed countries such as Canada, many energy users are willing to pay a 

premium for electricity generated using renewable energy (Koto & Yiridoe, 2019). 

Therefore, residential end-users' behavioural change and adoption of energy-efficient 

technologies play a crucial role in achieving climate goals. In regions where the level of 

residents' willingness to pay for renewable energy is high, a green electricity fund could be 

viable to support the sustainable energy transition.  
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Limitations and Future Research  

One limitation of this study is the degree to which the findings are generalisable to a 

broader context. It is essential to understand our findings and framework exist in its 

embedded historical and cultural contexts. However, the theoretical framework of the 

institutional work using three legitimising strategies could apply to industries and 

organisations that have been governed by hybrid institutional logics. The institutional work 

towards efficiency and anti-corruption logics is applicable to SOEs in other emerging 

economies as well.  

Other limitation in the data may affect the interpretation of the findings. The 

heterogeneity among SOEs and commercial companies such as government relations and 

resources, board composition, and directors' political connections is not taken into 

consideration in this paper. Further exploration is needed to understand different factors 

within SOEs that influence their institutional logics and institutional work using various 

legitimising strategies.   

There are galore opportunities for future research on this topic. Chief among them is 

research in entrepreneurship, particularly sustainable entrepreneurship and social 

entrepreneurship. In sustainable entrepreneurship, sustainable entrepreneurs engage in 

purposive, mundane activities to both adapt to and transform the prevailing institutional 

environment through institutional work in order to promote sustainability logic (Arenas et 

al., 2020). Social enterprises, too, selectively couple elements of social welfare and 

commercial logics to project legitimacy to external stakeholders (Pache & Santos, 2013). 

We encourage future research to investigate the institutional work using legitimising 



202 

202 

 

strategies towards a holistic sustainability logic in both sustainable and social 

entrepreneurship fields.  

Our finding suggests moral imagination is a legitimising strategy to overcome the 

corruption-enabling environment. However, morality has been argued as a premodern mode 

of legitimacy creation and can be a dangerous notion due to global disagreements and 

antagonisms (Willke & Willke, 2008). We encourage future research to explore how moral 

imagination can be positively used as a legitimising strategy in the shift of institutional 

logics.  

Though our findings show a convergence of SOEs and commercial companies in 

their efficiency and anti-corruption logics, SOEs often take overseas renewable energy 

investment projects with a distinctly political mandate. The close relationship between the 

energy sector and the government opens new avenues for research to look at this 

phenomenon from a corporate political action (CPA) perspective. In CPA and political 

decision making, we need to consider both economic and organisational factors (Schuler, 

1999). We encourage future research to explore how institutional logics mitigate CPA in the 

renewable energy sector.  

Local impacts of renewable energy investment projects are being studied widely in 

energy economies (Berka & Creamer, 2018; Delrio & Burguillo, 2008). For example, local 

impact affects planning outcomes such as wind turbines which block the views of residents 

living close to the site. The market value of the distance to renewable energy projects sites 

is reflected in the property value drops closer to wind projects (Sunak & Madlener, 2016). 

Property value as a high capital cost leads to distortion for renewable energy projects. Such 

distortion means misallocated investment to favour projects that are placed remotely to 

residential areas. We encourage future research to study how organisations including both 
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SOEs and commercial renewable energy companies with different institutional logics, 

respond to these local impacts and believe such research will encourage more beneficial 

renewable energy projects in the future.  

Furthermore, although this article has begun to explore the institutional work of the 

main players of renewable energy investment for an efficiency logic, efficiency is not a 

virtue or the only objective function. Future research needs to clarify how the efficiency-

logic in the renewable energy investment sector could counter the efficiency-obsession 

paradox that leads to inequality and large-scale social challenges (R. L. Martin, 2019). And 

the overall assumptions that underpin the corruption logic is similarly towards a dominated 

western liberal market logic. We discussed that both the inefficiency and corruption logics 

are associated with the guanxi networks. But research has shown that guanxi orientation has 

very little to do with Chinese business people's ethical reasoning, and there are positive 

externalities of guanxi networks (Su et al., 2003), where interpersonal guanxi practices can 

actually enhance employees' procedural justice perceptions (Chen et al., 2011). Therefore, 

we encourage future research to investigate the fundamental assumptions behind the 

corruption and inefficiency logics in different contexts.  

This paper brings concepts of institutional logics and legitimacy to be examined and 

further developed in the renewable energy investment context with the main players of 

SOEs and commercial companies. The traditional view of how SOEs and commercial 

companies differ has been shaped by studies that point to the prevalence of political 

pressure and compromise strategies to deal with unfavourable context. Conventional 

academic literature tends to view SOEs as an impediment to innovation and separate them 

from their commercial peers. Our research brings a new view of sustainable hybrid forms 

that selectively couple elements drawn from different logics, within the constraints imposed 
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by their need for legitimacy (Pache & Santos, 2013).  Therefore, this article contributes to 

the literature on institutional logics and institutional work, and its implications in the 

renewable energy investment field for efficiency and anti-corruption. It also provides novel 

insights on how legitimising strategies can lead to new institutional logics and strengthen 

renewable energy investment actors' legitimacy and identity.
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Chapter 7: Social Entrepreneurs’ Identity and Freedom 

This chapter examines impact investing from an impact investee’s perspective based on 

the concept of identity. Social enterprise is often one of the primary recipients of impact 

investing because of its specifically targeted social impact. Social enterprises can get access 

to much needed financial resources through impact investing to support organisational 

growth and to scale its social impact. Understanding the impact investee’s identity formation 

will inform impact investing decision making with a multi-stakeholder approach.  

Entrepreneurs’ identities and associated resources influence their freedom to pursue a 

certain objective. It is particularly relevant in the field of social entrepreneurship, where 

tensions derive from hybrid institutional logics, identities, and legitimacy. Social 

entrepreneurial identity comes with tensions and social entrepreneurs engage in identity 

regulation to maintain a coherent identity (Alvesson & Willmott, 2002), which comes with 

freedom and constrains. However, there has been little research to theorise social 

entrepreneurs’ identity formation and freedom, how identity formation materialises, and how 

this may contribute to the broader academic discussion on entrepreneurial identity. In 

response to this gap, this article explores how social entrepreneurs’ freedom is enabled and 

constrained by their different sources of identities and associated identity work. Empirically, 

this article draws on a case study of a Chinese social enterprise that provides solar lighting 

solutions to bottom of pyramid communities.  

The following article illuminates how social entrepreneurship influences the 

entrepreneur and his/her organisation’s level of freedom, and the broader implications in the 

discussion of social identities and freedom. Three sources of social entrepreneur’s identities 

are identified: personal identity, relational identity, and collective identity. The individual, 
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relational, and collective identity sources are also an extension of stakeholder theory to 

create social value (Brickson, 2007). This builds on Chapter two’s stakeholder salience 

framework and the concepts of proximity and value creation in the impact investing field. 

This article builds a framework around the three sources of identity and the process of 

identity formation through identity work leading to more freedom for the social entrepreneur 

and other stakeholders.   
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Social Entrepreneurs’ Identity Formation and Practices of Freedom: Sources of 
Identity and Identity Work towards Freedom11 
 

Introduction  

Most people consider the concept of freedom attractive and often want more of it in 

their lives. Freedom is not only about people doing something or reacting according to how 

they feel, without constraints. The freedom being discussed here relates to acting in relation 

to others, to rules and norms defined by their identities. Identity is fluid and dynamic, with 

contingent qualities in the context of resistance and control, which constrain people’s 

freedom within power relations (Tomkins & Eatough, 2014). However, at the same time, 

identity work can be used by agents as strategies to create more freedom (Brown & 

Coupland, 2015). The concepts of freedom and identity are particularly relevant in the field 

of social entrepreneurship, where tensions arising from combining institutional logics and 

identities with limited resources and legitimacy constrain freedom. However, there has been 

little research theorising social entrepreneurs’ identity formation and freedom, the way this 

materialises in the social entrepreneurship context, and how this may contribute to the 

broader academic discussions on identity and freedom. This article examines the way social 

entrepreneurs’ freedom is both enabled and constrained by their different sources of identity 

and their associated identity work. Empirically, this article draws on a case study of a 

Chinese social enterprise that provides solar lighting solutions to communities at the bottom 

of the pyramid.  

 

11 Under review by Feminist Economics. Presented at the 17th Annual Social Entrepreneurship Conference hosted by Indiana University, 
Kelley School of Business.                                                             

https://www.tandfonline.com/toc/rfec20/current
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To explore the way identity enables and constrains freedom, this inquiry focuses on 

identity and freedom in social entrepreneurship, where a social entrepreneur’s freedom has 

multiple dimensions, along with identity regulations. The authors focus on social 

entrepreneurship because it targets social outcomes and ethical concerns where ethics is 

considered the conscious practice of freedom (Foucault, 1997). Social entrepreneurs 

experience ethical tensions because of their multiple personal and organisational identities, 

and the tensions forms the core of their freedom and autonomy in decision making. This 

article elaborates on the barriers and enablers with regard to identity associated freedom for 

social entrepreneurs in the context of an emerging economy.  

Identity informs individuals about who they are, how they conceive of freedom, and 

how they conduct their relationships with self and others. Identity is fluid, fragmentary, and 

contingent. It is not a fixed and static notion but an ongoing process of identification that is 

constituted in discourse. The construction of identity creates and sustains meaning, which 

involves identification with ideals, others, and communities, representing an ethical 

conception of identity (Weir, 2013). Social entrepreneurs actively create conditions of 

freedom, for themselves and the stakeholders they serve, with a practice-based approach, 

without labelling an ideal identity (Dey & Steyaert, 2016).  

The degree of freedom that people have partially depends on the way they relate to 

each other. Here, freedom includes individual freedom, relational freedom, and collective 

freedom. Individual freedom refers to entrepreneurial freedom from the perspective of the 

entrepreneur. Relational freedom refers to freedom based on relationships with others. 

Collective freedom refers specifically to community freedom, which is the primary end and 

the principal means of development (Sen, 1999). Development removes the significant 
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sources of ‘unfreedom’, such as poverty, lack of economic opportunities, and systematic 

social deprivation (Sen, 1999). A combination of these types of freedom is particularly 

relevant in the social entrepreneurship context.  

Freedom involves people having control over the way they act. Therefore, people’s 

freedom links directly to their capacity to act, with this capacity being a precondition for 

freedom. All people are subject to the power and control of other people and institutions in 

society. The capacity for action is empowering, while the capacity of ego involves 

manipulation and coercion (Haugaard, 2012). Identity categories are linked to power 

relations, which can lead to subjection and exclusion. However, identities are also sources of 

freedom, incorporating ethical values, shaped and sustained by complex webs of social 

connection and interactions of interdependence and solidarity, and attracting physical 

resources and social structures (Weir, 2013).  

This article investigates the way the freedom of social entrepreneurs is enabled 

and/or constrained by their identity, asking: How is identity enacted and experienced by 

social entrepreneurs in the pursuit of more freedom both for themselves and their target 

stakeholders? The article analyses social entrepreneurs’ freedom based on the notion of the 

identity-resistance-control nexus, where identity regulation includes both differentiation and 

integration strategies (Gotsi et al., 2010). People can be dominated by images of what is 

involved in a particular identity, such as the identity of the social entrepreneur. These 

identities can be powerful instruments of control. This article argues that compared with 

general entrepreneurs, social entrepreneurs could enjoy more freedom because of the sense 

of self-fulfilment they have from their work and their multiple, seemingly conflicting but 

harmonious, identities. 
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Empirically, this paper draws on a case study of a social enterprise in solar lighting, 

which is relevant to the research question for at least two reasons. First, this social enterprise 

started as a typical commercial company with a strong business logic, and its focus on solar 

lighting adds both social and environmental dimensions to its organisational identity. 

Second, coming from a ‘bottom of the pyramid’ (BoP) background, the founder of this social 

enterprise is a female social entrepreneur with multiple roles and personal identities, from 

chief executive officer (CEO) to a social entrepreneur and mother. The founder had never 

come across the concept of social entrepreneurship before 2018, when the company was 

identified and contacted by a social innovation organisation to apply for social enterprise 

status that year. This identity shift has meant various changes and identity work for both the 

organisation and the founder, with their freedom mostly being enabled rather than 

constrained.  

This paper begins with a theoretical discussion of identity, particularly in terms of its 

relationship to control and empowerment. The social entrepreneur’s identities are examined 

by building a framework from which to engage with identity as a source of freedom. Social 

entrepreneurship is then outlined as an important context for undertaking identity work to 

manage multi-identity tensions. Following the theoretical background, the methodology is 

introduced, leading to the findings section, which focuses on three sources of identity in the 

context of a social entrepreneur and the identity work that leads towards freedom. Finally, 

the discussion and key contributions are provided, with a proposed framework of the three 

sources of identities that constitute a space for improved entrepreneurial freedom.  
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Theoretical background 

Identity as sources of freedom and identity work that leads towards freedom 

The literature on this subject contains dichotomised views of the role of identity, 

where identity is seen as being either controlling and rationalised (Alvesson & Willmott, 

2002) or empowering and diverse (Trethewey, 1997). The tensions between the control and 

empowerment perspectives of identity are representative of the dichotomies of constraint and 

freedom. Control at work often arises from existing structures of power relations that lead to 

domination and exploitation within the organisation (Foucault, 1982). People create meaning 

and significance by identifying with seeming certainties, to gain a sense of identity as being 

a certain kind of person (Knights & Willmott, 1999). Identity can also create freedom 

through change and transformation, to enrich interdependence and reflectively affirm 

relationships with others (Weir, 2013). The seemingly conflicting views of the sources and 

processes of identity are simultaneously valid without contradiction, as identities, control, 

and freedom are intertwined. Instead of seeing the binding functions of identity as being 

negative, individuals need to see their sense of themselves/identity/who they are as steps 

towards truth and freedom (Taylor, 1984).  

Freedom has several different, albeit related meanings. Its various forms encompass 

concepts such as free will, freedom of choice, political freedom, economic freedom, freedom 

of speech, and freedom of mind. As a multidimensional concept, freedom in 

entrepreneurship research is often linked to economic freedom (McMullen et al., 2008; 

Nyström, 2008), as well as work, location, and lifestyle freedom. For example, economic 

freedom is defined to include personal choice, protection of property, and freedom of 

voluntary exchange in a market economy (Gwartney & Lawson, 2002). Social entrepreneurs 
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have the freedom to innovate their business model, their institutional logics, and 

organisational structures. Entrepreneurship provides individuals with the freedom to achieve 

their visions in company creation; social entrepreneurship takes this step further by adding 

an ethical element to freedom and emphasises the relationships with others and communities. 

Freedom can also be a dichotomous concept, with both positive and negative freedom. 

Positive freedom concerns the source of control when someone is deciding what they are 

able to do, while negative freedom refers to the absence of constraints that are external to the 

agent (Blau, 2004).  

This article does not focus on the different dimensions of freedom, as the focus on 

the ‘kinds’ of freedom is prevalent but unrewarding (MacCallum, 2017). While freedom is a 

complex and multifaced concept, for the purposes of this article, freedom is defined as 

individuals having the capacity to do what they believe is right for themselves and others, 

with an ethical meaning to its nature.  

Identities are widely recognised, and people can apply meaningful categories and 

classes to themselves with each identity’s expected behavioural standards (Wry & York, 

2017). Combining both social identity theory and identity theory creates an integrated view 

of the self, with the group, the role, and the person as the basis of identity (Stets & Burke, 

2000). People have both personal and social identities, and all people want to achieve an 

optimal balance of these (Kreiner et al., 2006a). ‘Self-identity’ is self-awareness with an 

internal projection of self, while ‘social identity’ reflects the linkages of social structures 

with identities in social relationships and networks. Social identity, which refers to the self 

that is composed of various meanings that persons attach to multiple social roles and 

interactions, helps one to form a clear understanding of the relationship between self and 

society (Stryker & Burke, 2000). The ‘self’ is a group-based concept, where individuals have 
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many identities, in distinct networks of relationships in which they occupy positions and play 

roles. Individuals can activate a certain identity by making it salient, from their repertoire of 

identities, when they situate themselves and others in various roles and contexts (Ashforth & 

Johnson, 2001). Social roles are expectations attached to positions occupied in networks of 

relationships where identities have internalised role expectations and meanings (Stryker & 

Burke, 2000). Identity is, therefore, co-constructed between individuals and organisations at 

the interface of identity boundaries, where the interactions of identity co-creation lead to the 

identity dynamics (Kreiner et al., 2006b). The expectations of conformity to the identities 

lead to the freedom to gain access to resources, while at the same time constraining the 

behaviours of the people holding the identities. Therefore, this article simultaneously 

examines individual and organisational identities and their dynamic relationships in the case 

of a social entrepreneur and her social enterprise.  

As a fluid and malleable concept, identity is continuously constructed and 

reconstructed, negotiated through processes of identification and differentiation (Collinson & 

Hearn, 1994). Identity work tactics can ameliorate tensions caused by the demands of 

multiple identities. The term identity work refers to the way people manage multiple and 

intersecting identities, to reduce identity threats and enhance identity coherence (Kreiner et 

al., 2006a; Watson, 2008). Identity work is often viewed as an emotional process within 

which a person is developing, maintaining, or changing their identity (Watson, 2008). 

People, particularly elite professionals, employ their identities at work to mitigate identity 

threats and construct preferred selves (Brown & Coupland, 2015). For example, covering 

and accenting strategies can be used to downplay a disfavoured identity and put emphasis on 
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another identity element (Fernando et al., 2020). Therefore, freedom also refers to the 

positive and shared outcomes of identity work. 

Identity in social entrepreneurship 

Identity perspectives and theories are widely used in entrepreneurship research and 

the subfield of social entrepreneurship, which focuses on the identification, assessment, and 

utilisation of opportunities with an embedded social purpose (Austin et al., 2006; Miller & 

Wesley, 2010). For example, Wry and York (2017) used an identity-based approach linking 

identity theory, institutional logics, and entrepreneurship to explain opportunity recognition 

in social enterprise creation. Social entrepreneurs and social enterprises assume hybrid 

identities, blending social and commercial logics, which can lead to tensions among 

conflicting objectives (Battilana & Lee, 2014). These tensions can be better understood and 

managed when looking at the identities of social entrepreneurs. In entrepreneurial research, 

Fauchart and Gruber (2011) developed three types of founders’ self-perceived identities – 

Darwinians, communitarians, and missionaries – that systematically shape decision making 

and organisation creation. Research has also shown that these identity configurations apply 

to social entrepreneurs, where different elements of the typology can be combined to exhibit 

hybrid forms (Żur, 2020). The identities of social entrepreneurs and their social enterprises 

are negotiated at the interface of individual and organisational identities, where the boundary 

dynamics can be seen as a source of identity transformation (Kreiner et al., 2006b).  

Patterns of organisational action are affected by individuals’ interpretations and 

motivations, which are guided by organisational identity (Dutton & Dukerich, 1991). Social 

enterprise has an organisational identity that incorporates both social and commercial logics, 

which creates inherent tensions. Individuals and organisations can manipulate these identities 
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to maximise who they want to be and how they want to be perceived by others, which is also 

reinforced or constrained by institutional factors. Social entrepreneurs have dual missions to 

achieve both social objectives and personal gains. For example, some CEOs adopt ‘tactical 

mimicry’ to act as a social entrepreneur, to gain access to resources through identification 

with government strategies (Dey & Teasdale, 2016). Organisations often define their 

identities by their stated social missions, which can be used as a legitimisation strategy to 

idealise their identity (Lehner et al., 2019). Identity associated with occupations can also be 

utilised as an identity incentive to exert control over employees and organisational branding 

(Endrissat et al., 2017). 

The social categories to which people identify themselves as belonging influence 

their self-concept and behaviours (Smith and Woodworth 2012). One individual and one 

organisation can have multiple and varied identities. The behaviours associated with a 

particular identity can come into play when the identity salience is high. Identity salience is 

the probability that an identity will be activated or invoked in various situations, where 

higher salience of an identity leads to a greater likelihood of the behaviours according to the 

expectations attached to a particular identity (Stryker & Burke, 2000). Under different 

conditions, the group, role, and personal identities may reinforce or constrain the self (Stets 

& Burke, 2000). For example, tensions between role identity and personal identity are 

common for female entrepreneurs, who often feel enchantment and enjoyment from their 

career identity but feel stressed and anguished in terms of being a good mother.  

To understand the way identity shapes social entrepreneurs’ motives and behaviours, 

this article adopts three distinct identity orientations, where the identity of a social 

entrepreneur is simultaneously an individual concept, a relational concept, and a collective 

concept (Brickson 2007, 2005). Individualistic orientation aims to be distinct from others 
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with the self-conception; relational orientation emphasises a dyadic relationship with specific 

stakeholders; and collectivistic orientation is concerned with generalised ties to other 

stakeholders, as a member of a larger group.  

Building on Brickson’s (2007) analysis of individualistic, rational, and collectivistic 

orientations in identity to understand identity in social entrepreneurship, this article analyses 

social entrepreneur’s self-perceived identity, their relational identity with other stakeholders, 

and their collective identity in the social entrepreneurship network. The study examines the 

way social entrepreneurs achieve a balance of unique individual identity, relational identity, 

and shared collective identity, through identity work with development and change. It is 

worth noting that this paper is not posited across levels of analysis but rather, emphasises the 

interactions among individual, relational, and organisational identities to achieve freedom 

through identity work. Here, social entrepreneurship is seen as an attempt to move towards 

greater freedom, even in a time of crisis.  

Methodology 

Given the knowledge gaps regarding the hybrid identity formation and identity work 

in social entrepreneurship, this study argues that there is a need to explore the sources of 

identity at the micro-level both within and outside a social enterprise, as they shape the very 

context from which the actors derive freedom. Specifically, this study examines the way the 

identity formation of a social entrepreneur takes place to allow for greater freedom situated 

in the context of renewable energy social enterprise. Rather than isolating which part is 

‘freedom’ and which part is ‘constraint’, this article focuses on identifying the way identities 

are enacted and experienced by the social entrepreneur to create freedom for herself and 

other stakeholder groups. 
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Research setting 

This article uses an in-depth case study of a Chinese solar lighting social enterprise, 

Shenzhen Power Solution, to contextualise this enquiry. Energy access development 

programmes are driving forces for profound economic, social, and environmental impacts in 

communities that are facing energy shortage and do not have access to the power grid. Lack 

of energy access leads to energy poverty and disproportionately low education and income 

levels for women, limiting the sustainable rural development of the Global South (Kaygusuz, 

2011). With the mission to lift the BoP population with affordable solar lighting, Power 

Solution is a trading company turned renewable energy social enterprise, with off-grid 

lighting serving the markets in the Global South, including many regions in Africa and South 

Asia, where grid systems are absent (Power Solution, 2020). The founder of Power Solution, 

Ms Li Xia, is a female entrepreneur whose freedom is both enabled and confined by her 

shifting identities. Li started Power Solution from a consumer electronics trading company in 

Shenzhen in 2004. With the wealth she gained from this trading company, Li founded Power 

Solution in 2009 as an original equipment manufacturer (OEM).  

A single case study approach was adopted for this research, allowing the authors to 

explore individual and organisational processes from an interpretive perspective with a 

salient example of the phenomenon (Siggelkow, 2007). The choice to case study research is 

suitable here to study identity formation and identity work because it investigates the 

phenomenon in great depth with details embedded in the context (R. K. Yin, 2009). The 

initial motivation of the authors to investigate this case was from the observation that this 

renewable energy social enterprise had existed for more than ten years before realising its 

social enterprise identity in 2018. This was partly due to the lack of knowledge about social 
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entrepreneurship in Mainland China and the limited access to the relevant resources. 

Therefore, the authors of this study examined the ways this newly found identity and 

organisational image had affected the social entrepreneur and her organisation.  

Mainland China has a societal and cultural uniqueness amidst its soaring economic 

development and is an under-researched context for social entrepreneurship. There are 

geographical skews in social entrepreneurship, social innovation, and impact investing 

research, with the extant literature mainly utilising data from developed countries such as 

North America and Europe. This is consistent with impact investing practice, with almost 

80% of the organisations included in the Global Impact Investing Network (GIIN)’s annual 

survey being headquartered in developed markets (Mudaliar et al., 2019). Hence, China is an 

important research context to bring greater nuances to the understanding of social 

entrepreneurship identity formation in emerging economies.  

Data collection 

The data for this study came from multiple sources, including two in-depth 

interviews with the founder in 2019 and 2020, two interviews with her employees, 

organisation newsletters, 30 media excerpts, and three video documentaries. Information 

from a published case study (S. Chen & Zhao, 2020) was also utilised, and the authors of 

that case were contacted to triangulate the data.  

Access to research participants was achieved through snowballing. The lead author 

was introduced to Power Solution and its founder, Ms Li Xia, through the director of 
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Nonprofit Incubator (NPI),12 a non-profit foundation headquartered in Shanghai. In-depth 

semi-structured interviews were conducted in June 2019 and April 2020 with Ms Li and one 

of her female employees. Both interviews with the founder were approximately two hours 

long, and different interview questions were asked in 2019 and 2020. The interviews were 

recorded and fully transcribed in their original language.  

Data analysis 

An iterative and reflexive coding approach, which involved transcribing, coding, and 

revisiting theory, was adopted to condense descriptive codes to thematic codes. The lead 

author coded the data in Mandarin to minimise translation bias, then translated and back-

translated the extracted final codes from the thematic categories that were used in the 

findings. The data analysis process followed the logics of abduction, involving constant 

shifting between scrupulous readings of the data and theory revisiting (Taylor, Torugsa, and 

Arundel 2018), and follow-up interviews and short written questions with Ms Li and her 

employees at Power Solution. The authors reviewed the themes extracted from the interview 

transcripts and triangulated with other data sources and identity-related concepts from 

literature, leading to a consolidated list of three identity sources and the process of identity 

work.  

Findings 

Three overarching sources of identities that underpinned the social entrepreneur’s 

identity formation were found: personal identity of self-perceptions and background, 

 

12 NPI is an aggregation of a number of NGO-supporting organisations that promote social innovation and social entrepreneurship in China. 
https://www.npi.org.cn/  

https://www.npi.org.cn/
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relational identity with stakeholder interdependence, and collective identity of shared notions 

in networks of relationships. These three sources of identities shaped the identity work of 

this social entrepreneur and her freedom to act in certain situations. The following table 

summarises the presence and articulation of these three sources of identities.  

Sources of identity Associated 

questions 

Interpretations Theoretical 

generalisation 

Personal identity Who am I ? • Upbringing background 
• Becoming a mother 
• An ordinary person in the 

wider society 

• Values and beliefs 
with a feeling of 
difference  

Relational identity Who am I and 

what do I do in 

relation to 

others? 

• Interactions with 
employees 

• Interactions with customers 
• Interactions with other 

stakeholders 

• Role identity 
related  

• Stakeholder 
interdependence 

Collective identity  Who are we? • Entrepreneurial support 
organisations 

• Strong perceived regional 
ecosystem identity 

• Organisational identity 
orientation  

• Social networks 
• Shared values and 

identity 
orientation in 
networks 

Table 10. Articulation of the three sources of identities. 
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Personal identity and self 

Self-identity is an individual’s self-definition to define who they are through 

continuous identification. In self-identity, people see themselves as free and self-defining 

individuals whose own essence and purposes are drawn from within, rather than from a 

supposed context in which they are set (Taylor 1984). However, there is no true self 

separated from the context, even in self-identity. In relation to others, personal identity refers 

to the actors’ feelings of difference (Deschamps & Devos, 1998), such as that from the 

actor’s upbringing and background. In Li’s situation, personal identity was not directly 

related to performing a role at work, but was derived from her BoP background, her identity 

as a mother, and as a person in wider society.  

Individuals with self-discipline and self-management have the capacity to take 

control, which allows for more freedom. Li pursued her economic freedom and 

independence from manipulation in the initial stages of developing her trading company, 

before establishing Power Solution. Li grew up in a remote village in North-Eastern China, 

where higher education for girls is hindered. Although she was a top student at school, she 

could not go to university because her family could only afford to send her younger brother 

there. This gendered perspective of freedom is an expression of the BoP background of an 

Asian female entrepreneur rooted in the social structure that values males over females. The 

following quotation demonstrates her emphasis on hard work and the pursuit of economic 

independence in the early years of her venture:  

Between 2004 to 2009, in fact, all of my values were around that I have to 

work hard to change the destiny of myself and my family …. I had to support my 

brother’s study at university .... Therefore, all the concepts at that point in time were 
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that we must rely on our own efforts to learn new things to lay the foundations and 

change the fate of the family. 

Being deprived of a higher education and having a BoP background were not 

altogether without benefits. Li said her BoP background made it easier for her to connect 

with the BoP communities she was serving by truly understanding their needs: 

People come to this world not just to ask for things, but what can you do for 

this world? This is my definition of myself. I just think that I am trying my best 

because I have resources and abilities. What is my so-called ability? For example, I 

am good at discovering the needs of the BoP community, and I can make cost-

effective and durable products. I think this is a kind of ability not everyone has. 

Li often went on field trips to Africa. She mentioned that she was often emotionally 

touched when she saw children there and was hugged by them. But at the same time, she 

worried that she was often away from her family, in dangerous countries:  

As a mother, I often think that I have been to so many dangerous countries – 

what if I have an accident and what will happen to my children? I also see how 

someone’s life is changed because of my work …. During my field trips, there are 

some moms and children come to hug me and tell me that their family has changed 

because of my work … this type of support and recognition motivates me to keep 

going because others recognise you and think that what you do creates value. 

Li said she valued her identity as a mother, and she wanted to become a role model 

for her children: 
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Now that the children [are growing] up, slowly, I start to tell my son about 

what things his mother is doing. My son just started kindergarten … an education 

class on kindness was opened at the kindergarten with some materials I provided. 

When he came back, he was particularly proud and felt that his mother is doing 

something particularly meaningful .... When I went to Africa, I took one of his 

favourite toy car models to a local child. I took a picture to show [my son]. The 

kindergarten teacher later praised him for sharing his favourite toys with others. 

Li’s personal definition of herself was around her contribution to society as a whole:  

I feel that my definition of myself is an ordinary person who does her best to 

contribute to society and the world. 

While Li’s personal identity demonstrated her unique background, it was not free 

from the context, her upbringing and family of origin partially shaped her personal identity.  

Relational identity and stakeholders focus 

Relational identity is concerned with interpersonal relationships in which dyadic or 

multilateral exchange is necessary. Relational identity is the fluid construction of self in 

social interactions with others and is associated with roles and social networks (Beorchia, 

2020). In management research, work-related individual identity has various targets (foci) by 

which people conceive of themselves in the work context (Atewologun et al., 2017). In Li’s 

case, these relationships came from the social entrepreneur role identity, employee 

relationships, BoP end-customers and distributors in Africa, and other stakeholders.  

Role identity. Relational identity is traditionally defined by the nature of an 

individual’s role-based identities, such as manager–subordinate and employee–customer 
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relations (Sluss & Ashforth, 2007). The notion of role identity is related to occupational 

identity; in this case, Li assumed the identities of a CEO and a social entrepreneur. Role 

identity helps to answer the questions ‘Who am I?’ and ‘What do I do?’ by considering the 

social positions that carry expectations for individuals’ behaviours and actions (Mathias & 

Williams, 2017; Navis & Glynn, 2011). Role identity is different from relational identity. 

Instead of emphasising the outcome of the identity (as in role identity), relational identity 

focuses on the process of identity formation through social interactions (Beorchia, 2020).  

Social entrepreneurs harness private capital to solve society’s biggest challenges, 

whether in public health, poverty alleviation, education, or electrification. Li was clear about 

her role as a CEO but was very cautious with her identity as a social entrepreneur:  

I am the CEO of this company. But I am not sure if I am a social entrepreneur. 

I’m not sure if I could evaluate myself like this because I do not have a particularly 

deep understanding of social entrepreneurs or its academic definition. What 

attributes do I need to have to be a true social entrepreneur? 

Li admitted that other stakeholders would perceive her as a social entrepreneur, based 

on the quantified evidence:  

I think the external evaluation must be that I am a social entrepreneur because 

the original intention of this enterprise is very clear: that is, to provide clean energy 

for the BoP community …. We do have data .... We have been doing it for ten years 

and have benefited so many extremely low-income families. Our visits to end-users in 

dangerous countries during the past ten years are all recorded. We are not just 

talking about it. All our claims are evidence-based. But personally, I don’t know what 

[is] really [meant] by social entrepreneurs because I am not an academic. 
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Interaction with employees. Based on the concept of exchanges between leaders and 

subordinates, a leader’s relational identity influences the attitudes and behaviours of their 

employees (Chang & Johnson, 2010). Three areas of relational identity formation were 

observed in Li’s relationships with her employees: equal payment and compensation for the 

employees at Power Solution as a social enterprise compared with other commercial solar 

lighting solution companies; the employees’ self-identity formation associated with the work 

they did; and the higher level of empathy they experienced as a result of being led by a 

female entrepreneur.  

Li said employees’ salary rates were not lower because they were serving the BoP 

community. She also believes in the business potential of the Global South: 

I will not use the banner of contributing to the world to exploit my 

employees …. For those who work hard to make this world a better place, they 

deserve the respect of others and [to] live a decent life. I don’t abduct my employees 

with morality and feelings, although I will tell them what we do is very socially 

meaningful and valuable. But my employees won’t get a lower salary or lower 

commissions. My employees should feel that they are doing the right thing and are 

encouraged to continue doing it. The company can make less profit, but my employees 

cannot earn a lower income. This is not acceptable in my values.  

According to Li, employee retention was achieved through self-identity formation 

among employees:  

An old employee who has been working here for more than six years told me 

that he used to think that it was just a business, but felt very impressed when he went 

to [Africa], seeing the end-customers using our products, and said that he would 
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continue working in this industry. Many people change jobs in two or three years…. 

We will not arrange for all employees to go to Africa when they want to change job 

because the cost of a trip to Africa is very high, but the employees who have been 

there all agree with our values and what we do and have this sense of honour. 

Li said the company had more female employees than males with an approximate 

seven to three ratio:  

Why are there so many women? ... I personally think that women may be more 

loving, and it is difficult to impress men with morality and feelings. In this career, 

many people feel that they cannot see the future, [and] although we keep advocating 

that the future potential of the BoP group is large, it is difficult for them to persevere. 

When female employees go in and out to Africa, they are still very touched every time 

when they see the [end-customers] …. 

But within her employee and management team, there is a lack of capacity. For 

example, when it comes to applying for external funding, Li mentioned that there is a 

shortage of people with the expertise to understand international policies to apply for eligible 

grants and support. She had had no external funding before 2020. Capacity building for both 

Li’s management skills and employees seemed to be inevitable.  

Interaction with customers. Li’s occupation-based identity was enhanced by her 

personal identity, rather than diminished by it. The entrepreneur identified herself as coming 

from a BoP background and therefore, relating better with, and understanding, the real needs 

of her targeted customers in the Global South, where she had built her social entrepreneur 

identity of starting and running a business with a social purpose. This deep understanding of 

local needs was accompanied by closely engaging with the villagers through frequent visits. 
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For her customers and the BoP community, Li used a user-centric approach with in-depth 

fieldwork twice a year. BoP represented not only her personal identity but also her user-

centric approach. This BoP background also built the connection she had with her end-

customers in that she related to what the BoP communities thought and how they tended to 

behave based on her own experiences. She said: 

The BoP group lacks the concept of education itself. You think they lack 

education, but they don’t think they do. The separation between ‘we think’ and ‘they 

don’t think’ is a massive deviation from everyone’s concept. 

Interaction with other stakeholders. Other stakeholders included both mentors and 

competitors. She had a renowned Chinese philanthropic entrepreneur as her mentor and 

experienced feelings of meaningfulness through building relationships with key actors in the 

field. She also had Western competitors. Because of intellectual property issues, Power 

Solution was sued for design infringement by competitors in the USA and disqualified from 

‘lighting global quality standards’ by the World Bank. These challenges led to Li feeling 

alienated because of her lack of resources and managerial capabilities, and a lack of sense of 

belonging and community. In contrast, Li’s Western competitor d.light had better 

management capabilities and fund-raising skills, managing to raise $41 million in equity 

financing in 2018 with an Africa-focused impact investing consortium (Christopher, 2018).  

Collective identity embedded in social networks 

Collective identity involves developing a sense of community and belonging by 

answering the question ‘Who are we?’.  Individuals have the desire to be accepted and 

valued by others. Networks and groups as safe harbours offer support, safety, and a reason 
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for existence. This collective identity is shaped by the interactions within the social 

entrepreneurship ecosystem. Li mentioned the way her networks supported her:  

I think from a personal level after he [manager from Star of Social Innovation 

Shenzhen] found me and asked me to authenticate [as a social enterprise], I received 

psychological support .... Before, I felt lonely …. But at that time [starting Power 

Solution], I felt that people have to try something new when they have dreams, it’s not 

only about making money .... What was the biggest change for me psychologically 

after I was certified by the Star of Social Innovation Shenzhen?... After entering this 

circle, I found that there are many people who are as ‘stupid’ as I am ... Although 

everyone may not come from the same industry, or serve the same customer group, 

etc … but I feel there is a group of people who are like me … persevere for their 

‘silly’ dreams to do something for this world. 

Regional dynamics are influential in the determination of interactions among 

organisations (Marquis & Battilana, 2009). Power Solution is based in Shenzhen, the largest 

migrant city bordering Hong Kong, which is also arguably the most entrepreneur-friendly 

city in China. Li had been inspired at school by a talk about fairness and freedom, where 

Shenzhen was described as a city full of migrants, with more tolerance and opportunities (S. 

Chen & Zhao, 2020). Shenzhen also promotes and rewards social innovation, with local 

networks such as the Star of Social Innovation Shenzhen. Xia Xuan, the founder of Star of 

Social Innovation and executive director of the China Charity Fair Social Enterprise 

Certification Centre, supported Li during her social enterprise certification journey. The 

networks and local ecosystem development form a collective identity and these shaped the 

journey of Li and Power Solution towards social entrepreneurship and more freedom.  
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While social entrepreneurship identity and its ascribed mission and values can play 

an essential role in supporting an entrepreneur’s efforts, the groups and networks can also 

demand conformity and exert a certain level of coercion on individuals’ identities. Although 

Li’s organisation was already certified as a social enterprise in China, she remained cautious 

about claiming to be a social entrepreneur and leading a social enterprise. This contrasts with 

the ‘tactical mimicry’ strategies of individuals who co-opt the title of ‘social entrepreneur’ 

with normative premises in order to gain access to resources (Dey & Teasdale, 2016).  

The three sources of identities described above are not independent or mutually 

exclusive, but rather they are interdependent. Personal identity influences relational and 

collective identities. For example, Li’s personal identity from a BoP background made her 

relational identity with her end-customers more interconnected to understanding their needs, 

with a more engaged approach. Similarly, Li’s relational identity influenced her collective 

identity to draw support and endorsement from networks to find a sense of belonging and 

meaning, and at the same time, contribute to the ecosystem identity development. Thus, the 

relational and collective identity foci serve as bases for constructing an individual’s sense of 

self at work (Atewologun et al., 2017). All three sources of identities shape the formation 

and evolution of the self towards freedom.  

Identity work and the shift towards freedom 

Identity work is the process of negotiating and adapting identities with particular 

personal and organisational objectives (Kreiner et al., 2006a). The way an organisation’s 

founder identity takes shape and evolves has a significant impact on the organisation. 

Founders often align personal identity, based on their values and beliefs, with their evolving 

identity through the process of authenticity work, which is concerned with the activities 
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actors engage in to feel authentic in their entrepreneurial actions (O’Neil et al., 2020). The 

social entrepreneur identity has certain occupational identity demands placed by the role, 

pertinent stakeholders, and networks. The identity work shapes a rounded view of the social 

entrepreneur’s self-identity among his/her personal, relational, and collective identities, 

which ultimately leads to more freedom. The following figure demonstrates the data 

structure of social entrepreneur identity formation and the identity work that leads to more 

freedom. 
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Figure 6. Data structure of identity work in social entrepreneurship towards more freedom.



 

              

232 

 

 

The three sources of identity outlined above are interrelated and shaped by each 

other. Li’s personal identity shifted from economic independence to creating freedom for 

other stakeholder groups and giving meaning to the existence of the self. When combined, 

these identities propelled the identity work for both Li and Power Solution. Li moved into a 

new socioeconomic class in her early 20s because of her commercial entrepreneurship. 

People who shift into a new socioeconomic class can identify closely with the career that 

brings about this shift, as Li explained:  

I feel that there is no way to say in different periods that one’s identity will 

never change. I think that my definition and understanding of identity may be different 

in different periods …. When I was starting the organisation, I was the CEO, running 

this company, making sure this company survived and was sustainable. Later, when I 

became a mom, the identity of motherhood was important for me …. Now I define 

myself as an ordinary person who does what she can to contribute to society and the 

world …. I do not want to raise myself too high and then make my life hard. I am 

already doing my best to do something. 

Actors’ salient personal and role identities are relevant to social entrepreneurship 

development and the pursuit of social and commercial logics (Wry & York, 2017). Li’s 

personal identity shifted from being a young woman who could not go to university because 

of the financial situation of her family of origin, to having her own family who was 

supportive along her venturing journey: 

My husband has been very supportive from the start .... It would be really hard 

to persevere without his support. He always tells me, ‘If you want to do something you 
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feel accomplished and happy about, just do it.’ In our family, he has always been 

taking care of the children, including attending most of the school activities. 

In Li’s relational identity, aside from supportive stakeholder relationships internally 

with employees and customers, and externally with the BoP community, she was facing 

international competition. Like most grassroots organisations in Mainland China, Power 

Solution lacks managerial capabilities. In the 2019 interview, Li mentioned her feeling of 

being disadvantaged when compared to Western competitors:  

Because of our weakness in such aspects like marketing, branding, and 

financing, we couldn’t expand rapidly. I am very dissatisfied that we have only 

reached 4.22 million families in the past ten years. 

Li’s identity work was evident in her interactions with the media, with more exposure 

caused by her increasing self-confidence along the social entrepreneurship journey:  

I have persisted for so many years. I don’t pay much attention to honour. I 

don’t like to seek the limelight …. The Chinese personality is veiled and subtle. [And 

because of] my own background, I used to have relatively low self-esteem. People 

from this [BoP] background may have this feeling of inferiority .... It may take a long 

time for them to change this low self-esteem, and they can become more vulnerable 

after being questioned by others. Then, I didn’t like to show up or be advertised much 

by the media …. Because of such a change [being certified as a social enterprise], I 

felt supported ... in the past, no one in the social entrepreneurship field knows us, no 

one understands us …. How could others support you when they don’t know you? You 

may get more and more lonely till you want to quit. 
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It was clear that Li’s relational identity with stakeholders, such as the media, 

facilitated her collective identity formation with social entrepreneurship networks. When the 

lead author interviewed Li in mid-2020, she was pregnant with her third child and living in 

Hong Kong. She was working from home but mentioned her concerns about being 

physically away from her employees and the organisation in Shenzhen. A short time after the 

last interview, she went back to Shenzhen to help fulfil orders, which meant two weeks in 

quarantine in Shenzhen and then, when she was close to her expected date of confinement, 

another two weeks’ quarantine back in Hong Kong. Her return to Shenzhen was recorded by 

Guangdong Radio and Television in a series called Life under Covid-19. At this stage, she 

was very comfortable being interviewed by the media.  

The organisation’s shift from being a trading company to building its production line 

was motivated by Li’s understanding of the BoP population’s needs to control its costs. 

Individuals and organisations can mobilise and actualise identity according to the context 

based on the idea of fluidity of the self. To establish a stable social entrepreneur identity, Li 

engaged with social entrepreneurship and impact investing networks and communities, to 

develop a collective identity.  

Individuals’ identities form and evolve through events and experiences. When facing 

a crisis, social entrepreneurs need to improve the internal management of their organisation 

and to look beyond organisational conflicts and tensions to crystallise multi-partner efforts 

(Bacq & Lumpkin, 2020). Li’s identity work occurred alongside an organisational change 

and a context shift. During the coronavirus pandemic outbreak in China, the operation of 

Power Solution’s production line ceased; however, Li acted quickly, as one of the first 

companies to reopen, with the orders waiting to be completed (D. Liu, 2020). Later, when 
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the pandemic hit the rest of the world, orders from Li’s existing customers in emerging 

economies were either delayed or cancelled, with a drastic decline in sales and a large 

amount of backlog left in the warehouse. Li led Power Solution to participate in the Canton 

Fair, where they managed to gain new customers. With her OEM background, Li could adapt 

to alleviate their urgent need for cashflow by expanding the production lines of protective 

masks and gloves. When she became aware of the underlying problems in the company, she 

improved the internal processes and systems by moving much of the operation online (D. 

Liu, 2020). During the pandemic, this woman-owned social enterprise thrived without 

layoffs, pay cuts, or production suspension, with new customers and new employees. 

Moving from her OEM identity, Li embraced social innovation development with external 

resources and funding to fit into a broader collective identity. 

The next shift from providing lighting solutions to offer educational ‘enlightening’ 

was enhanced by the social entrepreneur identity with external financing. As her first step 

into the education sector, Li added a 7-inch piece of liquid-crystal display (LCD) screen to 

the solar home lighting system. This upgrade turned the solar lighting system into an 

information vehicle that could support children in their study, disseminate disease 

information, or teach farmers how to use agricultural machines. Although it is still small, the 

new education project, Solar Media, educates the BoP community in India about health-

related issues, from HIV to Ebola, and now, Covid-19 (AVPN (Asian Venture Philanthropy 

Network), 2020). The pandemic accelerated the identity work process where decisions had to 

be made quickly. Thus, the ethical practices of Li’s business model keep evolving and 

adapting, as she embraces their routine ethical practices with a stabilised social entrepreneur 

identity. 
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Discussion 

This article has extended the knowledge about sources of identity by combining 

personal, relational, and collective identity to form a rounded view of self, to explore the 

way these aspects create and constrain freedom in social entrepreneurship. The illustrations 

answer the question of ‘Who am I?’ (personal identity), ‘Who am I and what do I do in 

relation to others?’ (relational identity), and ‘Who are we?’ (collective identity) in the social 

entrepreneurship context, and it has linked these three sources of identity through the identity 

work that leads towards more freedom. Combined, these sources of identity create the 

freedom for individuals to see themselves in relation to self, others, and the community in 

which they are embedded. The following figure shows the sources of identity and the 

identity work to build a stable sense of self in social entrepreneurship, leading towards 

freedom.  

 

 

 

 

    Figure 7. Sources of self-identity and the associated identity work 
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The founders of organisations construct idiosyncratic identities based on the personal 

values and experiences that are salient to them in their day-to-day work (E. E. Powell & 

Baker, 2014). While individuals aspire to be unique from others, they also want to fit into a 

group, balancing between the need to be distinct and a sense of belonging (D. Shepherd & 

Haynie, 2009). Li’s personal identity was mainly illustrated through her family background 

and a broader identity in the society that was relatively independent of her role identity. 

In terms of relational identity, social entrepreneurs are often found to be in social 

proximity to the social problem they want to tackle (Germak & Robinson, 2014). This 

‘social proximity’ can come from having the same social background and identity to the 

communities they are serving, creating another layer to the social entrepreneur’s identity in 

relation to their stakeholders. Renewable energy social enterprises in developing countries 

tend to focus on making sure their solutions are affordable, relevant, acceptable, and readily 

available to the poor (Sengupta et al., 2020). Power Solution embodied this unique 

characteristic of close connection to its customers and the strategy of engaged 

implementation. Li’s relational identity came from her work role and the stakeholder groups, 

creating freedom not only for herself and her employees but also for other stakeholders and 

villagers living in off-grid communities, where her work was saving lives and offering 

opportunities for women in Africa. Covid-19 accelerated electrification, highlighting the 

criticality of electricity supply in deprived communities. Li and Power Solution became 

more resilient during and after the pandemic, with the crisis propelling their capacity 

development with innovative initiatives such as the Solar Media project.  

Collective identity offers individuals a sense of belonging, as in being in a group to 

become ‘who we are’. The collective identity is driven by the motivation to be known by 
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others and to know others, and then to be supported and to support the community and other 

fellow members. For entrepreneurs, their collective identity formation is influenced by their 

social and role identities, changing and adjusting as they experience periods of pragmatic 

deference, contestation, and domination, moving towards a more homophilous identity (E. E. 

Powell & Baker, 2017). Li’s collective identity was built on the regional dynamics in 

Shenzhen and being a member of the broader social entrepreneurship ecosystem in China. 

Identity work is the process of working with the interactions among the three sources 

of identity: personal, relational, and collective. As noted above, personal identity is 

characterised by individual features that are more specific and idiosyncratic than those of 

social identity, where an individual belongs to a category characterised by social features 

(Deschamps & Devos, 1998), with the members holding common social identification 

through a social comparison process (Stets & Burke, 2000). No one can exist completely 

separate from a set context. A social identity is a person’s knowledge that he or she belongs 

to a social category or group where members hold common social identification through a 

social comparison process (Stets & Burke, 2000). The social identity of in-group similarities 

and intergroup differences through the identification process with a group are the bases of 

relational and collective identities. In relational identity, stakeholders rely on stereotypes to 

access the behaviours they expect from a social entrepreneur at a particular place and time. 

Collective identity constitutes conformity to create similarities to others and to belong to a 

social category to build an ecosystem. Further to the interactions among sources of identities, 

the identity work that was undertaken during the crisis in Power Solution symbolises the 

nature of deep social change-making, which requires both internal and external 

transformation involving diverse stakeholders, organisations, and systems. The identity work 
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that combines these three sources of identities in social entrepreneurship leads to more 

freedom, rather than to more constraints.  

The contestation between freedom and constraint comes from an oversimplified 

categorisation, given the cognitive burden in social interactions for the identity of the social 

entrepreneur. Traditionally, social entrepreneurship scholarship is based on a macro-level 

understanding of emancipation with a utopian space of liberation, such as the 

‘entrepreneuring as emancipation’ perspective that sees entrepreneurship as efforts to bring 

about new economic, social, institutional, and cultural environments (Rindova et al., 2009). 

Engagement in social entrepreneurship affords the social entrepreneurs, and those they serve, 

a degree of emancipation (Chandra, 2017). Freedom in this context is structured by a social 

entrepreneur’s understanding of what one is supposed to do and who one is supposed to be. 

Autonomy may be compromised during this process. These forces imposed by relational and 

collective identities shape the social entrepreneur’s space of freedom and the practices of 

freedom, with fugitive acts by which the social entrepreneur rebuts and resists to free oneself 

from pressures and limits (Dey & Steyaert, 2016). 

At the same time, emancipatory work requires the mundane practices of freedom to 

advance a state that is free from the oppressive relations of power (Foucault, 1987). Despite 

the constraints and resistance involved in social entrepreneurship, this article argues that it 

allows for more freedom through identity work. Instead of distinguishing between negative 

and positive liberty in the political understanding of freedom, in this context it defines 

freedom as the degree to which one can work towards one’s objective while shouldering the 

burdens of such an identity-related expectation. Freedom in social entrepreneurship is action-
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oriented: acting despite constraints. Therefore, sustainability-related identity work can give 

more freedom to social entrepreneurs and their stakeholders. 

Future research and limitations 

The findings of this study suggest multiple avenues for future research. First, while 

this article has investigated social entrepreneur identity formation in an emerging economy, 

there is much potential in future research to investigate the link between identity and 

freedom in different contexts. Generalisability is, of course, a concern with idiographic 

research, since the findings have been drawn from a single case study in China. The concepts 

of freedom and identity have different assumptions and implications in a Chinese context 

with embedded Confucian ideas. However, Chinese entrepreneurs do not necessarily behave 

differently from their Western counterparts because of the Confucian tradition (Smith and 

Kaminishi, 2020). This was evident when the founder spoke about the intellectual property 

litigation incident she faced with her Western competitor. Future scholarship on social 

entrepreneurs’ identity and freedom may wish to employ nomothetic-based research designs 

to test this study’s findings. This case has also demonstrated a micro-level of South-South 

cooperation and China’s role in Africa’s energy transition (Shen, 2020). Future research 

could explore the opportunities and institutional barriers of Chinese social enterprises 

targeting markets or operating in the Global South. While this remains challenging in the 

context of social entrepreneur identity formation, one should remember that every case-study 

is one piece to the puzzle. 

Second, this article has been based on an individual-level analysis from the 

perspective of a female social entrepreneur’s identity work leading towards freedom. The 

authors believe future research should expand the levels of analysis to an organisational 
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level, or target a particular stakeholder. There is much potential for exploring organisational 

control over employees, where employees within organisations construct their self-images to 

be congruent with managerially defined objectives that shape their sense of identity 

(Alvesson and Willmott, 2002).  

A further issue is that this case was in the setting of a developing country where 

many female social entrepreneurs came from a male-dominated family or social background. 

This offered the opportunity to view identity work and the interactions between personal 

identity and other identities from a gendered perspective, particularly during the current 

Covid-recovery process. Women-owned enterprises are particularly vulnerable to crises and 

are less likely to survive, primarily because they are more dependent on their own funds 

(Manolova et al., 2020). Therefore, this gendered perspective is critical, as impact investors 

start to provide the financial support needed by these organisations to rebound and thrive. 

Additionally, women leaders often face tensions between agency and communion demands 

derived from the incongruence between their leadership role and their gender identity 

(Zheng, Surgevil, et al., 2018). They tend to cope by adopting a paradox mindset, 

juxtaposing agency and communion for identity coexistence (Zheng, Kark, et al., 2018). 

Research has shown that men and women differ in their degree of satisfaction when they 

depart from the status quo associated with their behavioural emancipation and liberation 

pursuits (Jennings et al., 2016). Future research could investigate whether gender influences 

the entrepreneurs’ level of freedom, where female entrepreneurs tend to face more identity 

tensions with paradoxical identity work that might differ from a male entrepreneur.   

Although this paper has focused on an organisation founder’s identity and freedom, 

the perspective of institutional logics is relevant here, as it frequently is in social 

entrepreneurship research. As a mission-driven company, Power Solution had to balance its 
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social purpose and business growth against the inevitable trade-offs in various situations; 

these tensions had to be managed by the social entrepreneur for the organisation and her 

stakeholders. Social and market institutional logics converge when a social enterprise 

exploits different strategies to reconcile the tensions between market orientation and social 

value creation. This occurs particularly in renewable energy social enterprises, where the 

converging process involves searching for opportunities, dialogic localising to be socially 

inclusive, and engaged implementing with acceptable methods (Sengupta et al., 2020). 

Future work could explore in more detail the way institutional logics convergence can 

sustain founder identity and freedom.  

Further to the tensions between social mission and profit, this study has focused on a 

commercial company turned social enterprise case with a strong commercial logic. In 

contrast, traditional research in social entrepreneurship focuses on social enterprises 

emerging from the non-profit sector, with a strong social objective that creates internal 

organisational tensions (Cooney, 2006). There may be a difference for the findings between 

imprinting from a commercial background and imprinting with antecedents in the non-profit 

sector. For example, accommodating commercial and social logics within social enterprises 

developed from non-profits is different from social enterprises with a commercial company 

background (Fitzgerald & Shepherd, 2018). In most hybrid organisations, social imprinting 

of the founding team’s early emphasis on social missions enhances the organisation’s social 

preformation but at the same time, weakens its economic productivity (Battilana et al., 

2015). However, in the case in this article, its commercial imprinting did not drift away from 

its social missions. The noticeable common ground is the attention paid to the population 

both these social enterprises were built to serve, which in this case is the engaged approach 

to support BoP communities. Future research could explore the extent to which the findings 
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of this study apply to other social entrepreneurs and enterprises from a non-profit 

background.  

Finally, the case examined has been a positive one that has reconciled the above-

mentioned tensions and achieved more freedom. Research in social entrepreneurship mainly 

focuses on these ‘successful’ cases, with the tactics used to manage tensions and stabilise 

favourable identities. Studies have explored the different strategies for coordinating 

potentially contradictory logics to maintain a productive level of tensions, to enhance social 

performance (Battilana et al., 2015). For example, social entrepreneurs use bricolage as a 

legitimating mechanism to reconfigure existing resources when confronted with 

unfavourable institutional environments (Desa, 2012). The optimistic idealism in social 

entrepreneurship literature is slowly changing, to include cases of failure where the 

governance of the tensions between competing social and commercial logics have not been 

addressed appropriately (Bruneel et al., 2016). Instead of exploring the successful tactics and 

strategies, future research will need to examine the influence of other failure-contributing 

factors to social entrepreneurs’ identity formation and journey towards freedom, in the case 

that they are constrained and restricted by the social entrepreneurs’ identity with less 

freedom.  

Concluding comments  

Social entrepreneurs are freer when they can offer freedom to their employees and 

stakeholders. Individual free will serves a functional role in people’s lives and societies, 

providing the self with an enhanced sense of meaning, autonomy, and self-direction (Hume, 

1975). While it is subject to normative social pressures, the belief in freedom contributes to 

the resistance of obedience to rules (Alquist et al., 2013; Bourdieu, 1990). The relations and 
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interdependency among individuals and organisations shape both people’s identities and 

freedom.  

This study into the setting of social entrepreneurship has revealed the importance of 

identity sources and identity work in the pursuit of freedom. A social entrepreneur has been 

depicted as moving from self-doubt surrounding her personal identity to realising her own 

individualised self-identity, incorporating personal, relational, and collective identities as a 

social entrepreneur. The identity work underpinning this process has revealed the way the 

social entrepreneur could achieve a sense of self at work by combining the personal, 

relational, and collective identity, leading to more freedom. Thus, this article has contributed 

to the entrepreneur identity literature by highlighting the value of a rounded view of self by 

offering a broader conceptualisation of personal, relational, and collective identity through 

identity work. While identity can be used as a weapon to stop individuals from being 

themselves, it can also be a tool that helps them attain greater freedom.   
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Chapter 8: Concluding and looking forward   

The final chapter summarises and synthesises the previous chapters, reiterates the 

various components of the research project, from the theoretical backgrounds and empirical 

approach, to its findings and contributions. By seeking an understanding of how impact 

investors make their investment decisions in the renewable energy sector, influences their 

stakeholders and institutional logics, and shape their identity and freedom, this research 

project provides in-depth insights into the impact investing decision making processes.  

Despite the body of this thesis being comprised of individual publications, each adds to 

a coherent set of contributions generated from the fieldwork and critical engagement with 

relevant works of literature. These chapters also answer the research questions presented in 

Table 1 in the Introduction. Overall, this discussion provides theoretical and empirical 

contributions to impact investing as a scholarly and applied field. Its purpose is to shed some 

light on the reality of impact investing decision making process and the different factors that 

influence this process. This thesis considers the implications for various stakeholder groups, 

taking into account and elaborating on the hitherto poorly explicated impact investment 

rationale by extending stakeholder salience framework, ethical sensemaking, institutional 

logics, and social entrepreneurial identity within an impact investing discourse. 

The two conceptual chapters ‘Theoretical Focus and Research Agenda’ and ‘Stakeholder 

Theory of Impact Investing’ answer RQ1 to understand, define, and explain impact investing 

made in the renewable energy sector using established theories in management. Chapter two 

‘Theoretical Focus and Research Agenda’ answers RQ1 by utilising and connecting three 

theoretical lenses, where institutional logics, stakeholder management theory, and 

sensemaking are woven together using the concept of identity. Chapter two presents the 
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theoretical foundations of the entire research project and its primary focus on understanding 

the decision making processes of impact investors in the renewable energy sector. It 

strengthens the theoretical connections among stakeholder salience, ethical sensemaking, 

institutional logics, and identity on impact investing. Through the explication of these 

theoretical lenses, it also outlines future research opportunities in the field. The discussion of 

these theoretical lenses offers the focal theoretical directions and future research avenues in 

impact investing and provides the basis for the subsequent chapters included in this thesis.  

Chapter three presents a conceptual framework based on the stakeholder salience 

(Mitchell et al., 1997) for understanding value creation for a broader set of stakeholders in 

the impact investing field. This chapter answers RQ1 by defining impact investing, applying 

and extending the stakeholder salience framework. It delineates the natural environment as a 

salient stakeholder in the impact investing field and develops the attribute of proximity along 

with the traditional attributes of power, legitimacy, and urgency within the stakeholder 

salience framework. This chapter contributes to the definitional discussion of impact 

investing and the development of the theoretical platform upon which impact investing 

scholarship can build. It develops the new attribute of proximity in relation to connectivity, 

multiplicity, and reciprocity to assess interactions and relationships among stakeholders, 

which goes beyond the traditional view that primarily focused on spatial relationships and 

network aspects. The contribution of chapter three is threefold. First, it extends the 

stakeholder salience framework with the development of attribute proximity. Second, it links 

proximity based on connectivity, multiplicity, and reciprocity to the natural environment as a 

salient stakeholder. Finally, it extends and reinforces the conceptualisation of impact 

investing as a value creation activity for stakeholders as opposed to traditional investing as a 
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value capture activity.  

Chapter four outlines the rationale for the explorative and abductive methodology 

employed. By using qualitative fieldwork of in-depth interviews and a single case study 

method based on an interpretivist epistemological position, the micro-level reality of the 

renewable energy investment  decision making process could be explored. This chapter 

explains and justifies the research method undertaken that brings insights on the renewable 

energy investment reality. The outcomes of the methods are evident across the following 

three Chapters.  

Chapter five ‘Ethical Sensemaking in Impact Investing’ answers RQ2 by showing the 

ways impact investing decision-makers construct their decision making process with 

multiple conflicting objectives based on ethical sensemaking. This chapter contributes to 

ethical sensemaking within the discussion of ethical decision making by evaluating the 

complex reasons and motives of individual impact investors who engage in the renewable 

energy sector. Theoretically, this chapter sets out to develop the notion of ethical 

sensemaking by specifically investigating the role of cognitive processes in ethical 

sensemaking, including cognitive reasoning. The findings show that prosocial, personal, 

reputational, and economic motives are the main drivers of renewable energy investment , 

with prosocial and personal motives being value-based, and reputational and economic 

motives being evidence-based. Three different modes of ethical sensemaking (pragmatic, 

retrospective, and forecasting) are found, allowing for the construction of the four motives 

noted above. Furthermore, this chapter argues that ethical sensemaking is characterised by 

'plausibility' where impact investors use reasoning that is plausible (vs objectively true) to 

navigate ethical dilemmas and possible contradictions. This article contributes to the 



 

              

248 

 

 

academic discourse on ethical sensemaking with some critical processes involved in ethical 

decision making and a better understanding of the underlying motivations of impact 

investing in the renewable energy sector.  

Chapter six ‘Impact Investing from an Institutional Logics Perspective’ answers RQ3 by 

exploring the institutional forces that influence and being shaped by key actors in the impact 

investing field. Chapter six extends the institutional level of analysis of the empirical data in 

the renewable energy investment field by exploring the efficiency and anti-corruption 

institutional logics shift using legitimising strategies in Chinese renewable energy SOEs and 

commercial companies. This chapter analyses impact investing decision making on an 

organisational level by focusing on SOEs and commercial renewable energy companies’ 

institutional logics and institutional work. It offers insights into the under-researched 

efficiency and anti-corruption institutional logics shift in Chinese SOEs and their associated 

legitimising strategies. As alluded in the findings in Chapter five with regard to the 

differences between commercial companies and SOEs, this chapter considers the shift in 

institutional logics in SOEs and commercial renewable energy companies towards efficiency 

and anti-corruption. Using institutional logics as the theoretical base, this chapter argues that 

the SOEs deploy legitimising strategies as institutional work towards a more holistic 

sustainability logic that incorporates efficiency and anti-corruption logics. The legitimising 

strategies utilised by SOEs include rational justification, strategic partnership, and moral 

imagination to achieve and sustain pragmatic, cognitive, and moral legitimacy.  

Chapter seven ‘Social Entrepreneurs’ Identity and Freedom’ answers RQ4 by showing 

how social entrepreneur identity influences renewable energy investment  decision making 

with a single case study. Chapter seven took the empirical research deep into the practice of 
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freedom via a single case study of a particular renewable energy social enterprise and its 

founder’s identity formation and identity work. This chapter outlines the processes of impact 

investee’s identity formation with personal identity, relational identity, and collective identity 

in the social entrepreneurship context. It moves the focus from impact investor to the 

recipient side of impact investee and offers a detailed illustration of how the social 

entrepreneur identity enables freedom for a broader set of stakeholder groups. This chapter 

extends the knowledge about sources of identity by combining personal, relational, and 

collective identity to form a rounded view of self to explore the way these aspects create and 

constrain freedom in social entrepreneurship. Combined, these sources of identity create the 

freedom for individuals to see themselves in relation to self, others, and the community in 

which they are embedded. Chapter seven reveals the importance of identity sources and 

identity work in the pursuit of freedom within the setting of social entrepreneurship. The 

detailed discussion of this social enterprise as an impact investee complements the previous 

chapters in seeking to understand the impact investor, investee, and the broader stakeholder 

groups in the renewable energy investment field.  

This thesis represents a new approach that applies stakeholder salience, ethical 

sensemaking, institutional logics, and identity to the study of impact investing in the 

renewable energy sector, emphasising impact investing decision making processes over 

outcomes. Given these theoretical and empirical contributions, this thesis helps us gain 

important insights into the underlying decision making mechanisms shaping the impact 

investing field. Therefore we can better understand how the actors’ behaviours, including 

investors, organisations, and investees, are shaping and being shaped by their institutional 

environment. The future research themes identified in Chapter 2 provide hints for future 
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work examining impact investing. This thesis also contributes to the extant literature and 

related academic debates on the further development of the stakeholder salience framework, 

ethical sensemaking in the ethical decision making discourse, institutional work in SOEs, 

and identity formation of social entrepreneurs. 

To conclude, this thesis defines impact investing based on stakeholder salience and 

demonstrates the impact investing decision-making process from the investor’s, institution’s, 

and investee’s perspectives while offering fertile future research avenues. This thesis 

represents the integration of the aforementioned complementary theories in management as a 

coherent framework to answer the four research questions. This thesis also answers the 

overarching research question of how are impact investing decisions made in the renewable 

energy sector? These chapters with publications contribute collectively to the theoretical and 

contextual understanding of impact investing decision making in the renewable energy 

sector. This thesis has made theoretical and empirical contributions to the impact investing 

field and extended the stakeholder salience, ethical sensemaking, institutional logics, and 

entrepreneurial identity. The two theoretical articles illustrate how cognate perspectives are 

utilised in the theoretical advancement of the impact investing field while defining impact 

investing based on stakeholder salience. The three empirical chapters demonstrate the impact 

investing decision-making process from the investor’s, institution’s, and investee’s 

perspectives. Table 11 summarises the contributions, the empirical basis, and the theoretical 

concepts of each publication.



 

              

251 

 

 

Impact Investing in the Renewable Energy Sector 

Publications Theoretical Focus 

and Research 

Agenda 

Stakeholder Theory 

of Impact Investing 

Ethical 

Sensemaking in 

Impact Investing 

Impact Investing from an 

Institutional Logics 

Perspective 

Social Entrepreneurs’ 

Identity and Freedom 

Contributions • Focal theoretical 
directions in 
impact investing 

• Future research 
avenues  

• Scholarly definition 
of impact investing  

• Stakeholder 
salience framework 
extension  

• Development of the 
attribute of 
‘proximity’  

• Individuals’ 
reasons and 
motives for impact 
investing 
engagement  

• Theoretical 
development of 
ethical 
sensemaking, 
ethical decision 
making, and 
reasoning  

 

• Insights into the under-
researched institutional 
logics of key actors in the 
renewable energy 
investment field  

• Extends the institutional 
analysis of change in the 
renewable energy 
investment  sector by 
exploring the efficiency 
and anti-corruption 
institutional logics shift in 
Chinese renewable energy 
SOEs and commercial 
companies  

• The development of 
legitimising strategies 

• Exploration of the 
detailed process of 
impact investee’ identity 
formation that leads to 
freedom for a broader 
stakeholder groups.  

• Answered the question 
of  ‘Who am I?’ 
(personal identity), 
‘Who am I and what do 
I do in relation to 
others?’ (relational 
identity), and ‘Who are 
we?’ (collective identity) 
in the social 
entrepreneurship context 
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Empirical 

basis 

• Conceptual 

• Synthesis of all 
the following 
theoretical lenses 

 

• Conceptual 

• Application and 
extension of 
stakeholder 
salience framework 
in the impact 
investing field  

• In-depth 
interviews with 
26 renewable 
energy investment  
leaders 

• Individual 
analysis of ethical 
sensemaking and 
decision making  

• In-depth interviews with 
renewable energy 
investment  leaders in 
both SOEs and commercial 
renewable energy 
companies 

• Institutional level of 
analysis of SOEs and 
commercial renewable 
energy companies’ 
institutional logics and 
institutional work  

• A single case study of a 
Chinese renewable 
energy social enterprise 

• An illustrative example 
of how the social 
entrepreneur identity 
enables freedom for a 
broader set of 
stakeholder groups  

Theoretical 

Concepts 

• All the following 
theoretical 
concepts and their 
intrinsic 
connections in 
impact investing  

• Stakeholder 
salience 

• Proximity  

• Value creation vs 
value capture  

• Ethical 
sensemaking 

• Ethical decision 
making 

• Reasoning 

• Institutional logics 

• Institutional work  

• Legitimising strategies  

• Identity and freedom 

• Hybridity 

• Identity work  

 

Table 11. Overview of thesis contributions.  
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Limitations and future research  

All research projects have limitations, and acknowledging them is important for placing 

the findings in context and understanding the value of a given project. The primary 

limitations of this research project stem from the overall research topic and the methodology. 

The inherently interdisciplinary position of impact investing decision making makes it a 

topic that can be approached from a wide range of disciplines with various theories, which 

poses a challenge for the research project. The lack of clear definitional boundaries and 

overlapping use of similar terminologies in impact investing highlight another challenge. 

While appealing, impact investing is still an ambiguous and emerging concept with different 

conceptualisations. However, this challenge is also a strength, as the concept’s interpretive 

flexibility allows diverse researchers and practitioners to investigate and utilise it. This thesis 

has addressed these challenges through Chapter two and three by offering the theoretical 

understandings of impact investing and detailed future research agenda in the field.  

In terms of research quality, within an interpretivist approach, the trustworthiness or the 

rigour of this study are based on its credibility and transferability (Lincoln & Guba, 1985). 

Credibility is seen as the most important criterion in establishing research trustworthiness 

(Noble & Smith, 2015). Credibility is about the degree to which the constructed realities of 

the study’s participants are represented by those of the researcher to clearly link the findings 

with reality (Guba & Lincoln, 1989). In this study, the credibility of the research outputs has 

been achieved with prolonged engagement with participants, triangulation using secondary 

data to check the consistency of the findings, and peer-debriefing.  

The corollary to this exploratory research journey with 26 interviews is the lack of 

empirical generalisability of the findings. Qualitative interviews cannot guarantee the 
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transferability of research findings to other contexts, but the details and depth of the research 

finding are considered more important than the breadth. Generalisation requires freedom 

from time and context to reach prediction and control (Lincoln & Guba, 2009). Therefore, 

generalisation from Mainland China to other geographical or cultural contexts is not a 

primary objective of this research project, and the findings should be considered in this light. 

To answer the question of the extent to which the Chinese context may be idiosyncratic, and 

the extent to which these findings can be generalised to other places will require similar 

research in other countries. It is important to test the findings from these articles across 

social and cultural contexts, considering places where the emphasis on social impacts, 

perceptions of renewable energy, and institutional configurations might have different effects 

on the impact investing decision making process.  

The five papers included in this thesis point toward numerous new directions for 

future research. Chapter three developed the attribute of proximity while defining impact 

investing and enhancing the salience of the natural environment. Stakeholder salience 

attributes, including power, legitimacy, urgency, and proximity, are useful tools to 

understand stakeholder relationships and dynamics and to guide impact investing practices. 

Developing these attributes further offers promising research opportunities to understand 

stakeholder objectives and impacts.  

Chapter five found four motives for engagement in impact investing, including prosocial 

and personal motives being value-based motives, and reputational and economic motives 

being evidence-based motives. However, this chapter did not explore the weightings of the 

various dimensions of motives. Future research could quantitatively examine the weightings 

of these mixed motives in an investor’s decision making process. This paper also offers some 
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new perspectives on reputation in business research. Both altruism and egoism are found in 

reputational motives. Altruistic motives include placing priority on the overall social 

benefits, while egoistic motives emphasise personal satisfaction and benefits such as 

economic return and feelings of accomplishment. Future research could investigate the link 

between reputation and ethical sensemaking, to improve our understanding of reputation as 

an individual or organisational motive with either altruistic or egoistic intentions, or both.  

Chapter six explored the institutional logics in SOEs in the renewable energy sector, 

but offers opportunities for future research on entrepreneurship, particularly sustainable 

entrepreneurship and social entrepreneurship. In sustainable entrepreneurship, sustainable 

entrepreneurs engage in purposive, mundane activities to both adapt to and transform the 

prevailing institutional environment through institutional work in order to promote 

sustainability logic (Arenas et al., 2020). Social enterprises, too, selectively couple elements 

of social welfare and commercial logics to project legitimacy to external stakeholders 

(Pache & Santos, 2013). Future research could investigate the institutional work using 

legitimising strategies towards a holistic sustainability logic in both sustainable and social 

entrepreneurship fields.  

Chapter seven investigated a case study of a social enterprise in the setting of a 

developing country where many female social entrepreneurs come from a male-dominated 

family or social background. This offers the opportunity to view identity work and the 

interactions between personal identity and other identities from a gendered perspective, 

particularly during the current Covid-recovery process. Women-owned enterprises are 

particularly vulnerable to crises and are less likely to survive, primarily because they are 

more dependent on their own funds (Manolova et al., 2020). Therefore, this gendered 
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perspective is critical, as impact investors start to provide the financial support needed by 

these organisations to rebound and thrive. Future research could investigate whether gender 

influences the entrepreneurs’ level of freedom, where female entrepreneurs tend to face more 

identity tensions with paradoxical identity work that might differ from a male entrepreneur. 

A more detailed discussion of potential future research is outlined in Chapter 2 (see Table 3 

especially) and each paper embedded here gives specific consideration to the future research 

opportunities they stimulate. 
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IRIS      Impact Reporting and Investment Standards  
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RI        Responsible investing 

SIB       Social Impact Bond  

SRI       Socially responsible investing  
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Appendix A  

Interview Protocol  

Researcher: Tongyu (Melody) Meng 

Supervisors: Associate Professor Christine Woods, Professor Basil Sharp, Dr. Jamie 

Newth  

Interview details 

Date: 

Time/duration of interview: 

Place: 

Interviewee name & position:  

Associated organisation:  

Describe the research project briefly. Reassure participant of confidentiality of responses. Seek 
permission to direct discussions and make the most of participant’s time.  

Participant background 

1. Please describe your role and responsibilities at your organisation and how long have 

you worked there? 

2. What’s your prior professional background and education background?  

A priori beliefs 

3. Could you please tell me your role as a social impact investor and why you chose to 

invest in renewable energy related projects?  

4. Is the term ‘ethical’ or ‘sustainable’ investment an expression you use to describe 

what you offer? 

5. Do you see yourself as risk aversion or risk seeking in general?  

Perceptions of renewable energy investment  in China (knowledge) 

6. What’s the current state of renewable energy investment  in China (general 
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understanding of the renewable energy investment  scenario)? 

7. Are there enough policy support and public acceptance?  

Decision making process (reasons and objectives)  

Reasons  

8. What is driving you to invest in renewable energy?  

Objectives  

9. How do you determine the approach you would take to renewable energy investment 

?  

10. How long do you expect to see such financial returns, social/environmental returns? 

What’s the return dynamics of the project you are seeking?  

11. What are the extra-financial criteria (social/environmental impacts) you are seeking?  

12. Here is a list of some of the identified social impact of renewable energy projects: 

socio-ecnomic regeneration, access to affordable energy, knowledge and skills 

development, empowement, increased social acceptance of renewable energy, energy 

literacy and environmentally benign lifestyles.  

Could you please tell me about your opinion on these items? Do you think they 

reflect what social impacts are in the renewable energy context or do you have any other 

items you would like to talk about?  

13. How do you make your investment decisions? Are there any criterions you follow? If 

yes, do you use any traditional investment decision making frameworks in finance 

such as Expect Net Present Value (NPV) theory or Real Options Theory? And how do 

you balance the expected financial and social/environmental returns? 

Institutional influence   
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14. Within your organisation, how do you make investment decision collectively? How 

does your organisation influence your renewable energy investment  decisions?  

15. Do you follow some kind of ‘best practice’ organisation in the field?  

Stakeholder interaction  

16. How do you manage stakeholder relationships? Who are the major parties that 

influence your investment decision? What’s your interaction and dynamics with 

stakeholders?  

Investment portfolio  

17. What does your investment portfolio look like? (Do you invest in other types of 

projects or organisation? If only in renewable energy, In terms of different types of 

renewable energy, technology stage) 

Looking forward 

18. What issues will emerge that will impact renewable energy investment ?  

19. What needs to change for renewable energy investment ?  

Other information  

20. Is there anything else you would like to add?  

21. And finally, is there any documents or portfolio information might add to what we 

have just discussed? Is it possible to get a copy?  

Thank individual for participation  

Please note that the exact questions are slightly different based on each participant’s 
profile. This list only includes some main topics that are applicable to all participants.  

 

 

Approved by the University of Auckland Human Participants Ethics Committee on 15th 
February 2019 for three years. Reference Number 02247
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Appendix B 

Table 12. Dimensions, themes, categories, and data (supplementary to Figure 2) 

Second-order themes 

and first-order 

categories  

Representative data  

Aggregate dimension: Prosocial motives 

1. Sustainability 

A. Environmental 
protection  A1. “All pollution is caused by fossil fuels, whether it is water, atmospheric or soil pollution. So you can only solve 

the problem of environmental pollution by replacing the fossil energy. The energy market has three elements, 

heating, electricity generation, and liquid fuel. The heating market alone accounts for 50%, so the heating market is 

the largest. China's fuel consumption is dominated by coal burning plant, which is the focus of the problem, so we 

find a solution to replace coal, and economically close to coal. This solution is economically viable while realising 

social and environmental benefits” (Chairman of a biomass heating company).  
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A2. “We believe that changing this grim situation of pollution is what our company should do by providing green 

energy. Sustainability, I think it is continuing and benign development. Sustainable development is a long-term 

solution, not a short-lived one” (General Manager and Production Director of a listed renewable energy generation 

company). 

B. Carbon 
emission 
reduction  

B1. “Social benefits are some of the greenhouse gases such as methane we deal with that reduces carbon emissions. 

Our company's revenues also include carbon trading on the international market, with a large annual income from 

it” (Engineer of a biogas power generation company). 

B2. “It is in the market of thermal power from the year of 2000. The market has been squeezed very small by some 

environmental protection and carbon emission requirements. It is not allowed to build new coal burning thermal 

power plant. So we gradually turned to wind power and solar energy” (International market development lead of an 

SOE, EPC contractor). 

2. Social innovation   

C. Stakeholder 
satisfaction  C1. “So we made an innovation by working with the local county government to make it a poverty alleviation 
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project. Our company provides the equipment such as harvester and baler to farmers for free. The farmers are 

required to sell the straws to us. The price is preferential. We control the cost of harvesting straw to be lower than 

normal, so that farmers are satisfied as they do not need to negotiate the price every year. So we effectively 

establish stability for both sides They also trust each other, so the government is happy too. It solves the problem of 

biomass environmental pollution, and solves the problem of cooperation between farmers and enterprises. 

Moreover, the straw income for farmers is stable every year, and the government can calculate the income of straw 

to increase the income of farmers and the enterprise is also satisfied that it has obtained a stable source of straw. 

The contract is normally around 20-30 years which creates a win-win situation. Therefore, it has social, 

environmental and economic benefits” (General manager of strategic investment and financing department of a 

listed environmental protection service company). 

C2. “Take our power station as an example. Hubei has our largest mountain photovoltaic. We have signed long-

term employment contract agreements with the villagers in three local villages. Their work including weeding, fire 

prevention, and flood protection services. Some power stations are agriculture and PV complementary which needs 

some agricultural support from local personnel. From this point of view, the local people will be united. Some 
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locals may be unemployed in the past, now there is work to do. The locals can now establish their own agricultural 

company or organize a labour company to do it (General manager and production director of a listed commercial 

company). 

D. Poverty 
alleviation 
using 
renewable 
energy projects 

D1. “The social benefits is more about precise poverty alleviation. Most of the photovoltaic projects we have done 

are in the desert area from 2015 to 2016. The Chinese government started to work on poverty alleviation using PV 

in 2017. The government-led programme will install solar panels on people’ roofs offering them 3,000 rmb rent, 

which can be seen as the social impact. The electricity is free of charge to meet the farmers’ own usage, and the 

surplus will be sold to the grid. The government will also pay these farmers a certain maintenance fee” (Regional 

marketing director of a listed commercial company). 

D2. “Commercial company mainly talks about profit, and then when I came to this organisation, they say that they 

are mainly serving the BoP community. When they make products, the first thing they think is not how much they 

can make, but how to let BoP community spend the least money to achieve the highest experience. Our CEO 

[female entrepreneur] often says that 80% of the cost is determined at the original design stage. So from the 

original design, she considers the inconvenience of users in the future, what materials can be used for a long time 
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with a very low cost. We have a solar light called candles killer… Other similar products’ holder in the market is 

very high. First, it [the high holder] pollutes the environment during the manufacturing process. Second, the cost is 

high. The third is that transportation cost is also higher in international trade. We are now using a very short holder. 

One container can carry 50 lights [during international trade] in the past. Now we can carry 96 lights. Their 

transportation cost is lowed, because the transportation cost is finally borne by the end users. And then our holder 

height is reduced, the customer is inconvenient. How to solve this problem? Now we are using recycled water 

bottles [in the destination country/community]” (CEO assistant of a social enterprise). 

 

Aggregate dimension: Personal motives  

3. Individual choices  

E. Personal 
fulfilment  E1. “We are doing something green, whether it is wind or solar, we are doing good to the environment and the 

society, including reducing the amount of CO2 emissions. I think it is a very meaningful thing. The sense of 

meaning and accomplishment brought about by the work that you are doing has surpassed the concept of the so-
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called financial incentive of a pure financing project” (Financing director of a listed renewable energy company).  

E2. “In fact, environmental protection is advocated in China as a concept of an industry, hoping to promote the 

development of the public service with an industry. Therefore, those of us who are engaged in this profession 

believe that we are creating value for the society in an industry with social welfare nature. We are proud of our 

work in this field with a sense of accomplishment, and I think it is very valuable” (General manager of strategic 

investment and financing department of a listed environmental protection service company).  

F. Career 
transformation  F1. “I used to do ecological management. I have done engineering projects such as the treatment of saline-alkali 

land in the north and water and soil erosion control in the south. The government is paying to solve environmental 

problems. To do ecology depends on government support. I can't see the economic benefits. So the ecological 

community is called the public welfare business which relies on donations. Can we make the public welfare a 

public interest business? This was my starting point, to combine environmental benefits with economic benefits. 

Biomass development has these benefits” (Chairman of a commercial company focusing on biomass heating).  

F2. “I was originally at the sell side, now I am at the buy side. Because from the bank's point of view, it wants to 
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sell its products, now I will look at what kind of service the bank provides, or what kind of structure it provides, 

and I will decide if this structure is appropriate. So from the perspective of transformation, it is the transformation 

from the sell side to the buy side. From the perspective of my personal development, I feel that it is a good 

opportunity that I met such a group of people” (Financing director of a listed renewable energy company).  

Aggregate dimension: Reputational motives 

4. Reputational impact  

G. Identity 
enhancement 
in the industry 
(ecosystem 
building) 

G1. “We are still more likely to consider such an influence in the industry, both our company and the group. We 

hope to establish such an image of stable investment with a deep understanding of the industry. We hope that after 

accepting our investment, the investees can rest assured that they will get more social resources, and get more 

financial resources including our internal resources to achieve better growth. We want companies to recognize us 

like this, not that we are an institution that can make you profit very quickly. We really want to form such an impact 

within the industry, including the group, we also hope to have such an identity, and also in front of our investors” 

(Director of renewable energy investment sector in an asset management SOE). 
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G2. “The main focus of our establishment of the Responsible Cobalt Initiative (RCI) is cobalt, a special metal. 

Because it is concentrated in Africa and the economy there is relatively backward, so child labour has become an 

unavoidable problem. We have a lot of concerns in corporate social responsibility, including occupational health, 

corporate integrity, environmental protection, etc. But because of the special nature of cobalt, its social 

responsibility mainly focuses on child labour, in order to let the industry chain to solve this problem together, we 

have actively joined the RCI to carry out some corresponding work, including solving problems together with 

upstream and downstream enterprises in our industry chain… From the beginning to the end of our business in the 

industry chain, the units of tungsten and molybdenum have achieved the number one position in the world. We 

have to work hard to develop our other units into the world's leading enterprises. Of course, we have to face some 

characteristics of the industry. For example, cobalt has some insurmountable obstacles in the lithium-ion battery 

industry… As a responsible company, we must use our leading status within this industry to regulate some of the 

industry regulations, such as social responsibility, including some things for future development” (Director of a 

renewable energy material SOE).  

H. Branding and 
publicity  H1. “In fact, now that our company can do… from the point of brand building, from the point of attracting people’s 
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attention, we did a lot of work and effort. This includes the development of the panda shaped solar panel in 

cooperation with the United Nations Development Programme by introducing young people to focus on climate 

change from a young age. [We are also involved] in the seventh goal of the SDG which is sustainable energy” 

(General Manager and Production Director of a listed commercial company).  

H2. “Nobody knows us in the social enterprise community. No one knows you, no one understands you, how can 

they support you? You may become more lonely along the journey. I don't want to [keep it that way, so I started to 

show up more]… Renmin University of China and Chengdu University of Science and Technology are making our 

company an international case in English. These are intangible advertisements, which means we are promoted 

without spending money. It is this type of recognition made me regain my strength and go out again. Michael 

Gordon, who is an influential figure in social innovation has personally come to our company. Including the UN 

Foundation also came two or three weeks ago, they came to look at the clean stove to see if there is a chance to 

cooperate. Last year, ADB also selected us as an energy leader…I have persisted for so many years, I don't pay 

much attention to honours. I don't like to show up and show off under the limelight. Everyone's personality is 

different. The Chinese character is particularly subtle, plus my own background. I used to be self-abased, this kind 
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of background origin may have this self-abasement. You may need a long time to change this kind of inferiority or 

be more vulnerable after being questioned by others. Then I don’t like to show up and be promoted by others” 

(Founder of a social enterprise). 

Aggregate dimension: Economic motives 

5. Industry outlook and potential  

I. Renewable 
energy has a 
bright future 
compared with 
traditional 
energy which 
is seen as a 
sunset industry 

I1. “The renewable energy industry is the trend of the country. Coal thermal power is still the main source of 

electricity in our country, accounting for 70% to 80%. With the improvement of our environmental awareness, 

especially the words ’Lucid Waters and Lush Mountains Are Invaluable Assets’ raised by President Xi, coal 

burning thermal power will gradually be phased out. Electricity generation from wind power and solar power is the 

future direction of the country, and it can be considered from this perspective” (Regional project leader of an SOE).  

I2.  “I think that this is a very good market. This market has a lot of potential in the future. There is a big 

difference between renewable and traditional energy. Because traditional energy is a sunset industry, for 

renewables, we believe that the future is bright” (Financing director of a listed renewable energy company). 
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J. Stage of 
renewable 
energy 
development   

J1.  “The first stage is concept, the second is the laboratory, and the third is commercialisation. The stage of 

intervention [support] from us is often the fourth stage when the company has one or two commercialised projects 

that actually generates cash flow. There was a famous book called “Zero to One”. The four stages I mentioned 

earlier are zero to one. What is really ‘one’? It really started to generate project cash flow and makes money 

(Senior investment officer of a development bank).   

J2. “I used to do strategy in the traditional automobile industry, this is because the EV did not rise at the time. But 

the strategic planning of the group involved EV, EV was not developing as fast as now. When I was working in 

2012, the market for EV has not yet opened. Not until 2014 and 2015, the private market gradually opened up for 

public consumers. Between 2012 and 2014, it was a demonstration operation stage and has not yet In the true sense 

of commercialization. It was 2015 that EV went real commercialization in China” (Strategic manager of an SOE in 

EV). 

 

6. Policy and regulation led development  
K. International 

trend  K1. “The first is that the world attaches great importance to environmental protection and CO2 emissions. In 2016, 
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China signed the Paris Agreement. It is agreed that non-fossil energy will account for 15% by 2020, but the reality 

is that oil, natural gas, and coal account are the main energy sources in China. It is necessary to develop renewables 

in order to achieve the goal. This is the main driving force” (Former director of an SOE). 

K2. “China is now pushing into the process, and many countries have a commitment to this. For example, Saudi 

Arabia promises non-fossil fuels to account for 30% by 2030. In fact, all of these are based on a treaty, [the] Paris 

Agreement, because it has made countries pay attention to the development of renewable energy in the field of 

power generation and energy. I think it is the foundation of the development of new energy in various countries. 

With this foundation, we have an overall environment. It is difficult to promote renewables only by relying on 

enterprises, because the power of the enterprise is too weak, how much strength we have in a company? But when 

it is aligned with the national strategy, I as a manager will have the space to do development” (Financing Director 

of a listed renewable energy company). 

L. Subsidies and 
quota policies  L1. “From 2019 onwards, the whole industry has actually entered a relatively stable situation. The clarity of the 

policy has been greatly recognized. Previously the policy has been changing almost every several months. It was 

hard for everyone. So now whether it is a retreat or a withdrawal of subsidies, or the country’s affirmation of this 
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industry, and the country’s guidance for the future of this industry, all directions are relatively clear. The 

competition in the market has been better aligned” (Managing director in renewable projects of an investment fund 

SOE).  

L2. “Policy support is very good. I think China must be the world's largest implementation of EV, or else there will 

be no fraud for the subsidy money. There were financial deceiving schemes in many EV companies to get the 

country's subsidy money” (Strategic manager of an SOE in EV). 

7. Risk and return   

M. Risk control  M1. “That may be risk aversion, because when we are choosing any projects to invest, we will calculate a return on 

investment ratio. For renewable energy projects, it requires a large amount of funds. Some investors will go in and 

we will calculate this ratio after taking account of all kinds of costs from construction to maintenance. Under 

normal circumstances, we will break event after four to five years.” (Director of a commercial company). 

M2. “We are more inclined to risk aversion. For example, when we need to sign a contract, the draft will be 

reviewed by the legal department and the finance department. We sometimes just use the templates issued by these 
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two departments, but sometimes they will raise questions again, which demonstrates our risk aversion preference. 

Moreover, each time a contract is signed, we go through a very strict credit rating evaluation of the customer. We 

have a lot of bad debts which are caused by the bankruptcies of some companies, which makes us very passive. 

Therefore, we are more risk averse even if it means that available projects will be less” (Regional marketing 

director of a listed commercial company). 

N. Market-rate 
return  N1. “In China, our expected economic return of the project is between 8% and 12%, but of course the higher the 

better. How is this determined? China's financing cost is about 5%, but SMEs’ financing cost is generally higher. 

We tentatively set it around 6.5 %. The old banking rules of Western capitalism is that your IR is 1.5 times of your 

financing cost. So it is very simple to multiply by 1.5, so I hope it is around 9. So 8% is a minimum threshold” 

(Senior investment officer of a development bank).  

N2. “There are two type of financing in the renewable energy industry. One is the traditional way of financing for 

central enterprises and SOEs which is mainly bank loan. Bank loan is relatively simple which is the benchmark 

interest rate or slightly higher. It is for companies with strong credit reporting. For our company, although the 

shareholders are strong, we have adopted the financial leasing method which includes direct rent and sale-
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leaseback. This method is also a common way for private enterprises to make such renewable energy investments. 

Of course, we also have some project loans, but the most used is actually financing leases. As a listed company, 

there are some sources of funding from additional issuance… Out entire financing cost is about 8%. There are 

some private companies with weaker shareholders, and their financing cost is around 10%” (General manager and 

production director of a listed commercial company).  

8. Industry restructuring  
O. Industry 

development 
and 
transformation  

O1. “There are many aspects of the political and economic environment. Firstly, national policy is guiding you. For 

example, President Xi mentioned ‘corner overtaking’, because in the leadership’s perspective, the traditional car 

industry has been developing for years and are still not as competitive as the foreign brands. If we work hard on 

new energy vehicles as early as possible, we might have a good foundation… Let’s say it’s a corner overtaking 

strategy” (Strategic manager of an SOE in EV).  

O2. “It’s still like I said earlier. What the funder values is not the monetary return that the investment can generate, 

right? So this is what I want to emphasize again. There may be some other aspects of return, but these funds or we 

call them donors, their intention is not monetary return. They have a lot of other considerations. But in order to 
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transform an industry you just mentioned, institutional investors must enter. Their role is actually leading the way 

and guiding the direction for the industry transformation” (Officer of an international intergovernmental 

organisation). 

P. Related 
industry 
renaissance   

P1. “Do you know that the development of the EV market has saved the battery companies? The battery company 

faced bankruptcy back then. Two businesses in the country have saved it. The first business is the cell phone 

battery...One is the mobile phone, and the other is EV. Because an EV is loaded with a lot of electricity, the demand 

for batteries is very big. The battery cost has dropped a lot in recent years as well” (Strategic manager of an SOE in 

EV). 

P2. “Our Group is a mature SOE. The attributes of the company determine that we have more social 

responsibilities than the average company. Our contribution to the local government’s tax income is greater, and we 

provide local employment, we also support the development of the surrounding industrial chain, which are the 

things we believe that contributes to the society. In environmental protection, in addition to meeting the hard 

requirements of the industry and the country, we also act as a core member of the industrialisation of EV, providing 

lithium-ion battery anode material. In terms of domestic laws and regulations, including society and the 
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environment, it is relatively complete” (Director of a renewable energy material SOE).  
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Appendix C 

Table 13. Details on research participants (sequences are organised by organisational type and interview date) 

 Position Organisation type Education level Location 

1.  Founder and CEO                       Social enterprise solar lighting  MBA Shenzhen 

2.  Head of Marketing  State-owned enterprise  Master in metallurgical science 

and engineering 

Xiamen  

3.  Local project leader State-owned enterprise  Bachelor  Central China 

4.  Head of International 
Market Development State-owned enterprise  BA in International Commerce  

MBA Tsinghua  

Beijing  

5.  General Manager of New 
Energy Investment 
Department 

State-owned enterprise Bachelor in financial 

management  

Beijing  
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6.  Financing director  State-owned enterprise  EMBA from CEIBS, Bachelor 

from Tsinghua Hydraulic and 

Ocean Engineering 

Shanghai  

7.  Director of Strategic 
Planning State-owned enterprise (mixed ownership 

reform)  

Bachelor's in material 

processing  

Beijing 

8.  Director of Global Project & 
Structed Finance Commercial company  MBA, MSc in economics and 

engineering 

Shanghai  

9.  CEO Commercial company  
 

PhD Boston 

10.  Chairman,                       
entrepreneur and investor Commercial company (bio-mass) PhD in Peking University 

(sustainable development 

research centre)  

Beijing  

11.  Regional Marketing 
Director Commercial company  Bachelor from North China 

Electric Power University 

Shanghai  
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12.  President  Commercial company (fund management 

company) 

Master's in HK  Guangzhou  

13.  General Manager and 
Director of Operations  Commercial company  

 
Bachelor from North China 

Electric Power University 

Beijing 

14.  Business development 
manager   Commercial company  

 
Bachelor's in Thermal energy 

and power engineering  

Central China 

15.  Founder and CEO Commercial company Mater Central China 

16.  General Manager of 
Strategy and Investment Commercial company  

 
Master (Peking University 

Environmental Science) 

Beijing  

17.  Manager in Acquisitions & 
Project Finance  Commercial company  

 
Master (UK) Beijing  

18.  Government Relations 
Officer  International organisation  

 
Master Beijing  

19.  Senior Investment Officer Development bank  Master Beijing 
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20.  Deputy General Manager of 
Green Bank Co-ordination 
Executive Office  

Rural commercial bank for green finance  Master Shanghai  

21.  Vice-President of a sub-
branch Commercial bank  Master Central China 

22.  National Development and 
Reform Commission / 
National Energy 
Administration  

Government  Bachelor chemical engineering Central China 

23.  Chairman and Trustee  NGO PhD Washington DC 

24.  President & Trustee NGO PhD  Beijing 

25.  Solar Group Foreign commercial company Master Beijing 

26.  Senior Consultant  Foreign commercial company (energy and 

environment consulting company) 

Master  UK 
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