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SDG IMPACT MEASUREMENT: NAVIGATING THE 
LANDSCAPE OF SDG-RATING PROVIDERS
The sustainable investments industry has dramatically evolved in the last decades. More recently, investors 
have expressed interest in companies whose products contribute directly to addressing the 17 Sustainable De-
velopment Goals (SDGs). Since measuring the positive contribution of investments in reaching these goals is 
no easy task, this student report gives actionable tips that allow investors to better navigate among the various 
SDG-rating providers.

BACKGROUND
The field of sustainable finance attracts substantial interest by investors. In capitalism, this can be a key mecha-
nism to achieve sustainable development. 

Private high net worth investors play a vital role herein. This is due to (a) the substantial amount of capital that is 
controlled by families following decades of wealth concentration – 0.7% of the global population control about 
USD 140 trillion, ca. 50% of global wealth – and (b) the unconstrained, conviction-driven, and innovative way these 
families can deploy their capital.

Important barriers remain, however, to turn more of this interest into action. Surveys show that 60% of high net 
worth individuals are interested in sustainable finance, but less than 10% deploy their capital accordingly. Thus, 
substantial capital that could advance sustainable development remains untapped.

In Spring 2021, we brought groups of EBS students together with three real-world private impact investors and one 
fund to help them overcome four specific such barriers. The results were summarized in four student reports, in 
collaboration with the Center for Sustainable Finance and Private Wealth (CSP) at University of Zurich. The reports 
cover the four topics of 

• Life Science Impact Investing,
• Voting and Engagement in Public Equities,
• Integrating climate change and racial equity into real-estate investments,
• and the topic of this report, namely: Measuring the impact of investments on the U.N. Sustainable 
   Development Goals (SDGs),

The SDGs have become a critical framework and common language in the investment community. At the same 
time, investors increasingly and rightfully demand to understand the impact that their investments have. Measu-
ring impact against the SDG framework is therefore a key question to tackle. I am glad that with this short student 
report we can bring more clarity to this important topic.

Towards impact,

Center for Sustainable 
Finance & Private WealthCSP

Prof. Dr. Falko Paetzold
Assistant Professor in Social Finance, EBS Universität für Wirtschaft und Recht
Founder and Managing Director, Center for Sustainable Finance and Private Wealth (CSP), 
University of Zurich
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CHOOSING A RATING PROVIDER FOR THE SDG IM-
PACT FOR FINANCIAL INVESTMENTS:
Case Introduction 

With the launch of the 17 Sustainable Development Goals (SDGs) in 2015 by the United Nations, attention started to 
shift from ESG solutions to SDG- or impact-aligned strategies in the fund management industry. While ESG solu-
tions focus on the sustainability of a company‘s ESG and operational processes and policies, SDG- or impact-alig-
ned strategies add a layer of analysis by measuring the positive impact of a company‘s products and services on 
society and the environment.

Currently, most fund managers, I being one of them, rely on the many existing SDG rating and metric providers to 
measure the impact our investments. As of now, I have been using MSCI ESG, yet have a plentitude of questions 
related to navigating ESG ratings and their providers efficiently. Examples of my concerns are:

As a fund manager, I am looking for practical solutions to measure the positive contribution of sustainable funds to 
the SDGs. This is of utmost importance for the clients of the funds I manage. My clients want to see tangible results 
and expect constant engagement with companies for better performance. Presenting evidence of positive impact is 
also critical in order to comply with the EU Sustainable Finance Disclosure Regulation (SDFR), which sets out rules 
on sustainability-related disclosures for financial products.

Christoph Klein is the founder and managing partner of ESG Portfolio Ma-
nagement GmbH, an asset manager for investment funds and segregated 
accounts embedding the United Nations Sustainable Development Goals 
in their approaches. Christoph is also head of the DVFA Bond Commission 
and a member of the DVFA Sustainable Investing Commission and the UN 
PRI Fixed Income Working Group. 

Christoph Klein

How do I choose a SDG rating provider to quantify the impact of my funds? Is MSCI ESG the best?
How do I show the positive impact to my clients and legal authorities? 
Are quantitative metrics sufficient to capture the essence of positive impact creation?  

 My question to the EBS students was the following: How to measure SDG impact 
for sustainable funds?
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METHODOLOGY
The research analyzed the existing companies/frameworks that provide SDG impact ratings. The general analysis 
was followed by a deep dive into three companies (Figure 1) identified as the most suitable for Christoph’s needs. 
Then, an additional in-depth study on the SDG rating methodologies employed by the rating providers was conduc-
ted.

Before diving into the findings, it is worth noting that achieving alignment does not correspond to achieving impact. 
Knowing the different natures of the two approaches and the question posed by Christoph, the three service provi-
ders and tools scrutinized as part of this research project were chosen due to their ability to assess and measure 
impact.

Impact-Cubed, South Pole, and ISS-ESG – the rating providers identified as best suited to address Christoph’s 
needs – represent actors that have developed some of the best SDG rating tools enabling the tracking of alignment 
as well as impact. Nevertheless, it should be noted that MSCI ESG remains a valid candidate thanks to its renow-
ned reputation and the broad range of tools it offers to private investors and organizations.

The key findings that were provided to Christoph are outlined below.

The best way to measure impact on the SDGs is to use an external service provider, rather than creating an in-
house rating system that may result in data that is difficult to verify and compare across the sector. In fact, an 
external rating provider offers brand reputation, industry expertise, and comparable metrics. These advantages 
help fund managers achieve more transparency for their funds‘ when sharing performance and impact reports with 
key stakeholders, such as investors and legal authorities.
Providers with a complete range of services are: MSCI ESG, Sustainalytics (owned by Morningstar), ISS-ESG, and 
Trucost (owned by S&P).

1. The case for using an external provider to measure SDG impact. 

The conclusions derived from the research process were supported by interviews with professionals working in the 
sector.
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KEY FINDINGS

Figure 1.:SDG Rating Providers analyzed
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The research identified Impact-Cubed’s Portfolio Impact Footprint as one of the best tools for reporting impact re-
sults that align with the SDGs. The tool calculates the actual impact of the companies in the portfolio and compares 
them against a chosen benchmark. The tool also enables a fund manager to compare the results between relevant 
funds. There is no geographic or market cap limitation, and the full impact report can be customized to the client‘s 
needs. 

South Pole Group is a consulting-services firm. Its offering includes environmental solutions for SDG-aligned 
investment funds. The tool SDG Impact Assessment provides a report composed of a quantitative and a qualitative 
section indicating the positive and negative impact on environmental SDGs of a given portfolio or fund. In addition, 
the tool reports information regarding other, non-environmental SDGs in terms of impact correlation. For example, 
positive impact of a company to SDG 6 (clean water and sanitation) may result in a positive correlated impact to 
SDG 3 (good health and well-being). In this case, the tool outlines the correlation of the two SDGs. In addition, the 
report provides insights from the five best companies of the fund, compares the fund’s performance to a designa-
ted benchmark, and can be adjusted to the client‘s needs.

Center for Sustainable 
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2. Impact-Cubed appears optimal for SDG impact measurement of an investment portfolio.

3. South Pole appears optimal for a focus on environmental SDG impact.

Figure 2.:Example of an impact spider chart
Source: Impact-Cubed

Figure 3.:Environmental SDGs highlighted from UN 17 SDGs
Source: United Nations
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ISS-ESG is the biggest of the three selected providers. It is recommended for a bank or asset manager that wants 
to benefit from a broad range of services and a stellar reputation. ISS-ESG offers two solutions: SDG Solutions 
Assessment and SDG Impact Rating.

The first tool offers a combination of quantitative and qualitative results and conducts a general mapping around 
the chosen SDGs and aims at quantifying the alignment of 15 objectives ¬¬(Figure 4) to the SDGs. The assessment 
is completed by investigating the negative or positive impact of each product or service on the SDGs.

Launched in 2020, the second tool is still new to the market and represents a step towards measuring the impact 
of the company‘s value chain and contrasting this assessment against an industry benchmark.

To measure the positive impact of investments on the SDGs, the best solution is to combine qualitative and quanti-
tative metrics. It is crucial to look beyond numbers by choosing rating providers that offer the possibility of custo-
mized fund reports. For example, the ISS-ESG - via the SDG Impact Rating Tool - provides detailed assessments of 
a company‘s positive or negative impact on the SDGs. Granular scores can be accessed to develop custom ratings 
that support unique impact investing objectives. Another possibility to measure SDG impact is to use two different 
providers (one quantitative, one qualitative/sector-specific) for a detailed analysis on how the company contribu-
tes to the SDGs. When possible, such an analysis should examine the whole value chain of the operations of the 
company.

Center for Sustainable 
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4. ISS-ESG appears optimal for SDG impact measurement selection of services and  
    brand-awareness among external stakeholders.

5. SDG impact measurement should consider both qualitative and quantitative metrics.

Figure 4.:15 sustainability objectives
Source: SDG Solution Assessment tool by ISS-ESG
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KEY RECOMMENDATION
1. Specify your definition of impact by selecting those SDGs that are addressed by your 
investment strategy. 

2. Each SDG provider has pros and cons. The optimal choice depends on what you need                       
    and want.

3. Talk to companies that already use one SDG-rating provider and learn from their 
    experiences.

Impact is defined as a change (positive or negative) in social, environmental, or economic wellbeing caused by an 
entity. However, the general description is far from sufficient when designing an investment strategy that aims to 
positively contribute to the SDGs. Tying the areas of your interest to you (for example: education services) to the 
supported SDGs (in this case SDG 4, 8, and 16) helps to establish simple, concrete, and actionable goals. Invest-
ment and impact strategies benefit from clear goals rendering greater transparency and measurability. 

The first research question concerned the choice of the best SDG-rating provider for Christoph. This is a debated 
issue and before selecting the three providers examined in this research, a list of pros and cons was drafted for all 
12 SDG-rating providers (see Appendix for the full comparison table and a link to the online-version). It is thus safe 
to conclude that the best provider is the one that offers what Christoph in his specific case was looking for in terms 
of services, metrics, coverage, industry, and customization.

It is beneficial to learn from the experiences of peers, especially knowing the dynamic changes seen in the sustai-
nable finance sector. Also, for the underlying research the insights from banks who have already experience in the 
industry was very valuable. 

Figure 5.:Flow-chart impact definition
Source: own elaboration

4. Stay updated on the topic of EU Taxonomy Regulation in order to start the process of  
    aligning your reporting and activities with disclosure requirements. 

The EU’s Sustainable Finance Disclosure Regulation (SFDR) and Taxonomy Regulation together establish a Euro-
pean classification framework intended to set the frameworks economic activities identified as sustainable. The 
Taxonomy, effective as of January 2022, requires fund managers to disclose the measurable sustainability of the 
funds promoted as sustainable. If sustainability requirements are not met, funds need to include disclaimers in 
their offering. Given the legislative changes seen in the sector, it is advisable to start aligning strategies and impact 
measurements with the new regulation in order to avoid the risk of being labeled as an entity offering greenwas-
hed services.
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When establishing a single family office, any other investor can focus on investing into funds scoring the highest 
in the fund evaluation framework developed throughout the project. Focusing on the funds that perform the best 
can help achieve meaningful impact. Alternatively, investors can change the metrics of the framework or apply it to 
other funds. This approach allows investors to make investment decisions based on metrics reflecting their prefe-
rences.

Investors should consider working on shareholder activism for their own portfolio of shares through a stewardship 
service provider such as ISS, Hermes EOS, or others. Working with such a provider promises an exciting mixture 
between a ‚buy route‘ (i.e., investing in funds) and a ‚make route‘ (i.e., hiring an in-house voting & engagement 
team). If an investor were to apply this methodology, he would opt for direct investments through shares, whilst 
mandating a service provider to execute voting proxies and engage with the management of investee firms on his 
behalf. This approach promises the highest liquidity and non-diluted voting rights, while leveraging service provi-
ders large client base and a pool of like-minded investors, which makes it easier to take a more systematic and 
transparent approach through active participation. Furthermore, in this approach the cost structure for the services 
offered is – typically – flat and does not rise with increasing AUM. Since stewardship service providers only cater to 
institutional clients, U.S. based single family office would need to register with the SEC before taking advantage of 
their offerings. 

5. Make use of the provided fund evaluation framework.

6. Get registered and consider shareholder engagement through a stewardship service provider.

We recommend impact-interested investors to take a careful look when seeing products that are typically very 
passively managed and thus inherently are more prone to having little impact - such as ETFs – and products with 
a lack of transparency. An exception could be activist-driven ETFs such as the product released by Engine No. 1 
(ticker: VOTE).

7. Watch out for impact-washing in products such as ETFs.

SDG investment strategies add a layer of analysis on pure ESG strategies by investing in companies that explicitly 
contribute to the reaching of global sustainability goals. In the last years, the data required to assess this contribu-
tion is improving fast. However, the bounty of SDG rating providers makes comparisons between different providers 
a challenge. For this reason, further research on the harmonization of SDG providers is needed. The SFDR and the 
EU Taxonomy already embrace the intention of building a common EU framework for sustainable investment repor-
ting, yet much room for short- and long-term improvements exists.

With the new generation of millennials taking the lead in the marketplace, the sustainable finance industry has 
experienced record growth. In fact, wealthy millennials are demanding more active involvement to fight global 
challenges, such as climate change, world hunger, poverty, and social inequalities with sustainable investments 
strategies. System-level frameworks like the UN SDGs present a strong case for positive impact through market 
transactions. 

However, how to measure impact? As discussed, there is no simple answer and no one-size-fits-all solution. As 
a start, investors need to clearly define which targets they are seeking to address with strategies and make their 
case by either using existing data or creating the data to prove their impact. More testing of new tools is needed. 

AVENUES FOR FURTHER RESEARCH

CONCLUSION
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The methods of measuring the impact of their voting & engagement approaches are not clearly defined in most 
asset management firms. This calls for standardization and uniform impact-reporting frameworks, as well as for 
the further exploration of the mechanisms through which shareholder activism achieves positive impact in the real 
world.
A challenge encountered in the research concerning family offices, and how they integrate shareholder activism, 
was the confidentiality of this secretive investor segment. This knowledge gap could be filled by designing a re-
search project with an extended data collection specifically from family offices.
Lastly, the research scrutinizing the five identified investment funds noted that the higher the AUM, the lower the 
expenses. However, literature suggests that the average expense ratio is hardly tied to AUM. This observation is a 
question calling for additional investigations.

LIMITATIONS
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Please find the complete SDG providers comparison table below, as well as under the following link 
online: https://bit.ly/3CvVlwT

KEY
SDG Impact Measurement - RATING SYSTEMS

APPENDIX

Revenue-based
ratings/scales/scores
impact number
classification of products & services
Targeted SDG framework based on impact themes
Customized SDG Report
? no information
/ Not applicable
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