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Abstract  There are a number of complex issues and delineations which 
need to be deconstructed in this book, so in the introduction, the aim 
is to chart a course for how those complexities will be unravelled. It is 
also discussed how the work is positive regarding the endeavour of 
the Principles for Responsible Investing, but that great care ought to 
be taken when moving forward, on account of the importance of the 
responsible investment movement.

Keywords  Introduction · Investment definitions · Credit rating 
agencies · Financial crisis

There is a difficulty with regard to the semantics of the mode of invest-
ment that will be discussed in this book, with terms such as ‘ethical 
investing’, ‘sustainable investing’, and ‘socially responsible investing’ 
seemingly being used interchangeably depending on the author’s under-
standing. Yet, using the term ‘responsible investing’ just to begin to 
make inroads into this work, the idea of taking a forward-looking and 
long-term approach to business is of crucial importance to the transmis-
sion of this work’s thesis. The concept of investing for anything other 
than financial return far outdates the Financial Crisis, but the recent and 
rapid escalation in focus of this ethos since the Financial Crisis perhaps 
suggests to us that these alterations in focus are moving ever closer to 
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the forefront of popular thinking, at least in the financial arena. If one 
were to undertake a sweeping examination of the investing sphere, then 
one may believe that this altered sentiment is moving to the forefront 
of collective thinking in a concerted and seemingly unstoppable man-
ner, but it is vital that we remain critical with our thinking, particularly 
since we have witnessed, and continue to witness, the remarkable conse-
quences of the Financial Crisis. So, with all that in mind, our aim here is 
to conduct that critical analysis and examine the incredible developments 
that are currently occurring within the financial sector.

This book will assess the investing ‘field’ to begin with, but there is a 
particular focus to the work. That focus is on the ‘Principles for Responsible 
Investment’ (PRI) movement and, more specifically, its relationship with 
the credit rating industry via its ‘ESG in Credit Ratings Initiative’; for the 
purposes of clarity and accuracy, reference will be made to the ‘Initiative’ 
throughout this work, in order to make clear that the CRAs are connected 
to the PRI via the Initiative and are not signatories. The Initiative is deter-
mined to push the narrative that a ‘change’ in mentality is required, and 
although this work will remain as impartial as one can be when producing 
a narrative, that objective of the Initiative is an incredibly important one. 
Yet, the relatively recent connection between the Initiative and the credit 
rating agencies, with the leading two agencies—Standard & Poor’s and 
Moody’s—coming to mind (the third member of the Rating oligopoly—
Fitch Ratings—only joining the Initiative in September 2018), should lead 
to a questioning of whether that objective can truly be achieved when we 
consider the two agencies are currently recovering from what has been the 
most publically damning period in their history. Therefore, this book has a 
number of defined and considered questions to answer.

The first of these questions is what the term ‘Responsible Investment’ 
actually means. In deconstructing this vast area within the literature, 
we will be presented with the opportunity to define a practice that has 
proven difficult to define. This will be an important endeavour if we are 
to understand the bourgeoning relationship between the Initiative and 
the CRAs, as the parameters of this ethos may define the success that the 
relationship experiences. one element that will be of particular interest 
to us is the concept of ‘mainstream’, as taking the practice of investing 
for something more than just financial return into the ‘mainstream’ is a 
defined objective of the PRI, and the Initiative. However, understand-
ing what this means may allow us to make sense of some of the deci-
sions that are being taken, which will be of direct benefit when this work 
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contributes to the literature by examining the objectives of the Initiative 
as a separate entity, above the collective of institutional investors who 
make up the signatory base of the PRI.

We will then examine the CRAs themselves, and develop an under-
standing of the dynamics of the rating industry. Doing this will allow 
us the opportunity to understand the oligopolistic nature of the rating 
industry, and everything that is associated with that. Understanding the 
nature of an oligopolistic industry is, as is proposed in this work, abso-
lutely vital if one is to attempt to predict the chances of success for this 
new relationship. The leading CRAs and their actions are essentially 
defined by the parameters of the oligopolistic position they enjoy, so 
incorporating that understanding into the analysis of the relationship will 
be key as we build towards the aim of the book, which is to present cer-
tain proposals that may facilitate the development of the relationship for 
the purposes of advancing the Responsible Investment movement.

This work operates upon an impartial basis, but this basis is defined 
by a commitment to critique. There are many reasons why the conduct 
of the leading CRAs may be minimised when attempting to incorpo-
rate them into such an important and progressive initiative, but none 
of them is justifiable. one of the overriding theses of this work is that 
in order for the initiative to develop, great care must be taken when 
dealing with the CRAs. There are ‘headline’ reasons for this viewpoint, 
including the record fines that both S&P and Moody’s received recently 
from the U.S. Department of Justice, but it is important that we look 
much deeper than the headlines. As we shall see, there is an inherent 
and underlying distrust that exists within the investing community in 
relation to the CRAs, and a large proportion of that distrust relates to 
the historic relationship the two entities have had. The Financial Crisis 
was not the first time that investors have been harmed by the CRAs, and 
any student of history within this field would agree that it is unlikely to 
be the last. It is on that basis that the signatory investors are incredibly 
cautious of dealing with the CRAs, and this is understandable. However, 
whilst this work does not attempt to downplay the transgressive nature 
of the leading CRAs (far from it), it does subscribe to a viewpoint that is 
based upon the potential of the relationship, albeit upon a very pragmatic 
footing.

The CRAs performed incredibly poorly in the creation of the 
Financial Crisis, and their historical record is one that is defined by 
the concept of survival by any means necessary. Yet, it is proposed at  
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the end of this book that the CRAs do have a part to play in the devel-
opment of the Responsible Investment movement, particularly as their 
position within the marketplace effectively positions them as a vehicle for 
the adoption of certain ‘norms’. However, this does not mean that they 
will do this, but that they have the potential to do so. on that basis, 
the work concludes with a number of potential ‘safeguards’ that the PRI 
may want to incorporate into their relationship with the CRAs, in order 
to protect the movement from the inherent nature of the leading CRAs 
whilst benefitting from the potentially progressive elements of the CRA’s 
position within the marketplace. Additionally, the CRAs themselves are 
presented with a tremendous opportunity to right certain wrongs, and 
they can do this by committing to the movement without seeking to 
take absolute advantage. It is normal for them to seek advantage, but it 
is argued here that the advantage need not be absolute. The advantage 
they can gain comes in the form of being part of a progressive movement 
that has the potential to impact upon the direction of modern finance, 
and apart from being financially compensated for being attached to that 
movement, there is a potential that the distrust that exists between inves-
tors and CRAs may be reduced, somewhat.

Yet, the aim of this book is to suggest that this aim cannot be left to 
the CRAs to implement. There are a number of reasons for this, but per-
haps the main one is that they do not really have the incentive to do so. 
I have discussed, on numerous occasions elsewhere (as have a number of 
other scholars), that the CRAs were essentially concretised in the wake of 
the Financial Crisis, with the removal of the state from the equation (via 
the removal of legislative references to their products) proving pivotal. 
This is perhaps the main reason why the CRAs have little incentive to 
take the lead on performing progressively in relation to the Responsible 
Finance movement, quite simply because they do not have to, and that 
their survival does not depend upon it. So, it is for this reason that 
the book takes the position of promoting the understanding that the 
Initiative has the responsibility of shaping the relationship for the ben-
efit of the movement and, after analysing the movement itself, it funda-
mentally has the power to do so. We will discuss the slight concern that 
the Initiative has not, perhaps, fully acknowledged its position within this 
dynamic, but it is very important that it does so.

This movement has the real potential to change the reality of finance, 
and society as a result. However, to do that, there is a requirement 
that an alteration in mentality is witnessed, and for our purposes, that 
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sentiment applies to more than just the obvious. The obvious sentiment 
is that investors and CRAs need to change their mentality, but it is sug-
gested here that the Initiative may need to alter its mentality too. The 
Initiative has rightly sought to incorporate the CRAs into its initiative, 
but in doing so, it has welcomed the wolf to the door. It is extremely 
important that the Initiative recognise this, as they are being warned 
by the PRI’s signatory base and by the associated literature that this is 
(potentially) the case—there are measures to be taken to protect the 
movement, and it is on that basis that this book is developed.


