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Introduction 

Shareholder democracy, one share, one vote, only concerns individual shareholders, i.e. 

9% of the CAC 40, and not collective savings. However, there is little effectiveness to be 

expected from mobilizing individual shareholders to organize the achievement of the SDGs 

(see Box 1), because even though they may be sensitive to the subject, they are by nature too 

atomized and their weight in savings is very small. Life insurance and retirement savings give 

collective management a central place in the savings landscape. 

 

Box 1 SDGs and extra-financial criteria 

The following objectives are included in the extra-financial criteria analyzed for the selection of French 

UCITS:  

 Objective 5 - Gender equality: proportion of female executives, gender pay gap for equivalent 

positions. 

 Goal 7 - Clean and affordable energy: Share of renewable energy in gross final energy consumption, 

energy intensity, share of energy saving investments in industry. 

 Goal 8 - Decent work and economic growth: GDP growth in volume per capita, average gross hourly 

wage (private), unemployment rate, out-of-school youth without jobs or training (15-24 years old), 

unemployment rate of people with disabilities, share of permanent contracts of employment, accidents 

at work  

 Objective 9 - Industry, innovation and infrastructure: Manufacturing value added in GDP, share of 

high-tech sector in GDP, CO2 emission in relation to GDP, domestic R&D expenditure. 

 Goal 10 - Reducing inequality: Weight of employee compensation in GDP.   

 Goal 12 - Responsible consumption and production: Indicator of domestic material consumption and 

material productivity. 

 Objective 13 - Fight against climate change: Greenhouse gas emissions by sector. 

 Goal 16 - Peace, justice and effective institutions: Reducing corruption. 

 

The shareholder engagement of the fund manager is also possible. It is expressed by the 

implementation of controversies with the management of the companies concerned and by the 

vote of resolutions. 

This shareholder engagement could become the armed wing of a true democracy of the savers 

carried in the board of directors of a SICAV or of an association of savers near the managers of 

the UCITS.  The principle would be to have the investors of a mutual fund or an association of 

investors vote annually in two complementary ways on the principle of "one man, one vote 
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 to prioritize their preferences by answering the following question: "Out of a total 

of 100, how much do you allocate in your savings to each of the following items: 

Environment, Social, Sustainable Growth? ».  

 to select the resolutions that the manager proposes to support at the general 

meeting. 

The board of directors of the UCITS or of the savings association would, firstly, inform the 

manager of this result, who would take it into account in his asset allocation and his choice of 

resolutions and, secondly, report to investors on the manager's asset allocation.  

The shareholding commitment of managers would thus find an increase in legitimacy 

beyond the holding of capital, managers would benefit from a useful return from the savings 

market and savers would finally see the economic purpose of their investment in collective 

savings as a reconciliation between finance, the economy and their personal objectives.  This 

proposal nevertheless requires an amendment to Article L 214-9 of the Monetary and Financial 

Code2. 

The place of individuals in SRI  

A Natixis IM study 3conducted in 2021 questions the disconnection between savers and 

the economic consequences of their investment. It shows that direct shareholders and 

associations of small shareholders are concerned, but individual investors represent only €190 

billion (9%) of the CAC 40 shareholder base, while asset managers represent 44.4% 4or €934 

billion. Influencing the running of a company is therefore only marginally done by individual 

shareholders5. They are not the right lever for achieving the SDGs.  

The role of collective management is central, but only 10%6 of UCITS are marketed 

directly outside insurance and private or retail banks. It is therefore difficult to assert that 

shareholder democracy applies when the prescription of a UCITS is largely done through life 

                                                           
2 It follows from the provisions of articles L. 214-9 and L. 533-11 of the Monetary and Financial Code that a 

management company must, when carrying out financial transactions on behalf of undertakings for collective 

investment in transferable securities (UCITS) which it manages, take into account only the interests of the 

unitholders of each of the UCITS concerned, to the exclusion of competing, diverging or antagonistic interests, 

including those of the management company itself or of other UCITS which it manages. 
3 Séverine Leboucher, L'Argus de l'assurance of 26.04.2021. 
4 Le Figaro 31.01.2018 
5 In 2019, total assets under management amounted to €4,185 billion. Within this total, the assets under French 

law amounted to €1,960 billion, of which €823 billion was invested in UCITS. The share of French mutual funds 

invested in equities and diversified funds was €382.2 billion in 2020. Source: AFG. 
6 Source: French Management Association (AFG). 
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insurance contracts and PERs7 sold in banking and insurance networks. Moreover, the 

development of management agreements and managed management to the detriment of free 

management reduces to nothing the idea of shareholder democracy through the choice of one's 

UCITS.  

But can we say that an investor in mutual funds is not interested in shareholder democracy? 

Of course, the choices made by individuals are based on tax issues inherent in life insurance or 

the construction of retirement savings. But there is no reason to think that decisions about the 

organization of assets that lead to investment in UCITS are an explicit renunciation of 

shareholder democracy. 

SRI as a path to shareholder democracy in collective investment 

 

The SRI label8, awarded after a strict process conducted by independent bodies, is a 

benchmark for investors wishing to participate in a more sustainable economy. It excludes ETFs 

and index management and concerns only active management.  

One of the criteria for the SRI label is the shareholder commitment of the fund manager. 

This is reflected in the implementation of controversies with the management of the companies 

concerned and in the voting of resolutions.   

While clarification of ESG criteria9 is essential, time is running out and no matter how 

much ESG criteria are clarified, the influence of advisors will remain dominant. We argue that 

this proposal is a shorter, more efficient and more virtuous way to support the extension of 

democracy to SRI asset management. 

 

The SDGs are transposed, specified and extended to governance, in the framework of 

collective management by applying the main ESG performance indicators published in the 

framework of SRI investment fund management 10 

                                                           
7 Retirement savings  plan subscribed under the Fillon or Madelin law or group retirement. 
8 SRI: Socially Responsible Investment. 
9 ESG: environment, social, governance. 
10 Source AFG 
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The 2018 AFG survey shows us that Responsible Investment assets under 

management11 in France amount to €1,458 billion12, or 34% of collective management. The 

SRI label share of this total is €417 billion13. Overall, SRI assets under management represent 

approximately 10% of assets under management in France.  

Institutional investors represent 84% of SRI assets under management. More specifically, 

SRI mandates (€266 billion) are managed exclusively for institutional investors. SRI 

investment funds (€151 billion) are divided between institutional investors (57%) and 

individual investors (43%), i.e. €65 billion for individuals. Individual investors' SRI savings 

represent about 17% of the total. 

  The gap between asset managers and savers. 

The survey conducted in 2019 by IFOP for FIR (Forum for Responsible Investment) 

and Vigeo Eiris14 shows us the low diffusion of SRI among individuals: only 5% of French 

people say they have invested in an SRI fund. It is therefore clear that the SDGs will be difficult 

to achieve by 2030 if individuals do not subscribe to more SRI funds. Legal and regulatory 

provisions are being put in place to allow the SRI expectations of individuals to be taken into 

account. The PACTE law, adopted on April 11, 2019, introduces in its article 21 the obligation 

for life insurance contracts to offer since January 1, 2020 a green or solidarity investment 

support, and from January 1, 2022 the two categories of support must be present. 

Moreover, the Natixis IM study observes that the strong appetite of individuals for SRI 

does not seem to be heard.  Financial advisors are the weak link. To respond to the break in the 

                                                           
11 Source AFG. Responsible management is subject to ESG criteria that are less demanding than SRI criteria.  
12  This figure covers all investments in French UCITS on all markets. 
13 Amount as of 26.04.2021: €503bn source SRI label . 
14 6 out of 10 French people say that environmental and social impacts are important in their investment decisions. 

Environmental issues are of growing interest: pollution 82%, climate change 76%, biodiversity 69%.  Next comes 

the interest shown in social and societal issues: employment 78%, respect for human rights 76%, working 

conditions 73%, local economic development 72%, gender equality 68%. The concept of SRI is still unknown to 

the general public: 61% of respondents say they have never heard of SRI. The offer of SRI products is still not 

very well promoted by financial institutions: 6% of those surveyed said they had been offered SRI by their advisor. 

However, individual investors believe that financial advisors remain the preferred source of information in terms 

of SRI offerings (55%), far ahead of NGOs/consumer associations (11%), public authorities (10%), the media 

(10%), friends and family (8%), social networks (4%) and companies (2%). These few figures show the correlation 

between the road still to be travelled for a global transformation of collective investment management into SRI 

and the low penetration of SRI among individuals.  On the other hand, SRI represents only €516 billion out of 

€1,458 billion of French mutual funds, and individual savings only €65 billion of the total.  
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distribution chain between asset managers and retail investors, regulatory responses are 

beginning to emerge. 

The revision of the MiFID 2 directive published by the European Commission on 21 

April 2021 aims to address this discrepancy: from October 2022, investors will have to be 

explicitly asked about their ESG preferences before receiving any investment advice. 

However, one may wonder about the capacity of these provisions to transform the 

allocation of savings to ESG. The asset allocation of a life insurance contract is driven by the 

measurement of risk aversion. But experience shows that the advisor's sensitivity (and interests) 

to risk aversion has a strong influence on investors' preferences. It is likely that ESG preferences 

will be subject to the same biases for an obvious reason: the relationship between an advisor 

and a client is established in a framework of trust in which the advisor is the knower. Investors' 

preferences are often a reflection of advisors' preferences.  Moreover, if the range of funds 

offered is ESG and not SRI, the transformative impact of this provision will be weak, as ESG 

index funds are very controversial15.  The lack of shareholder engagement in ESG index funds 

is a major impediment to the ecological and social transformation of companies and a licence 

to do business as usual. In this context, it is necessary to think differently in order to bridge the 

gap between asset managers and investors. 

An UCITS, an intermediate social body? 

 

 It is important to note that the legal tool of UCITS is incomplete to give a clear 

possibility of action to savers aware of societal issues. We can make two observations.  

  Mutual funds: an opaque world for investors 

The first remark is the socially invisible nature of UCITS. For investors, they remain an 

abstruse world that raises few questions about their functioning. However, it is difficult not to 

draw a parallel between these legal vehicles, which stand between savers and the economic 

power of companies, and the intermediary bodies that existed under the old regime and which 

today take the form of trade unions, NGOs, religious organizations, etc. Nowadays, an 

employees' union or a professional union, an NGO or a religious organization defend specific 

interests of citizens against the power of the state. They are part of a legal environment specific 

to their activity and can assert their rights.  

                                                           
15  François Faure, Empowerment et finance, L'Harmattan, Paris, 2021, p 89-90. 
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The extension of economic power over society through the development of 

multinational companies puts the power of the state into perspective and it must now deal with 

economic power. This is where an asset manager can, like an intermediary body facing the state, 

confront the power of a board of directors and defend the interests of savers. To do so, he can 

propose the vote of a resolution in a general meeting 16or go to court if he feels that his rights 

are not respected. Nevertheless, despite the importance of UCITS in representing the interests 

of investors, the latter are largely left out of governance. Individuals are represented but never 

consulted. 

 

A broader corporate purpose for UCITS? 

 

 The second comment relates to article L 214-9 of the Monetary and Financial Code. 

While it is obvious that the technical nature of asset management and the legal commitment to 

act for the exclusive  benefit of subscribers requires the freedom of the manager, one may 

wonder about the purpose of a UCITS which is defined solely by the financial benefit of 

subscribers. The notion of social interest is not included in this object.  

A parallel can be drawn with article 61 of the PACTE law, which proposed that article 

1833 of the civil code be enriched with a new paragraph specifying that all companies must be 

managed in their social interest, taking into consideration the social and environmental issues 

of their activity. 

 It is obvious that only the financial benefit of the subscribers is included in the corporate 

purpose of a UCITS, which raises the following questions: 

 It is true that the prospectus of a mutual fund that defines its management does mention 

the policy followed by the manager and gives him the capacity to represent the investors' 

choices. But can we consider that the interests of investors who have chosen active 

management are not entitled to have their choice recognized by a corporate purpose 

broader than that of seeking profits through the valuation of an index?  

 Legal recognition of a broader corporate purpose for active management would clearly 

mark the difference with index management for the general public and would encourage 

the subscription of SRI active management funds.  

 The prospectus of an actively managed fund describes the method and means used by 

the manager to meet the fund's objectives. This is even more important in the case of 

SRI. When a manager of a multi-sector fund wants to approach long-term value potential 

                                                           
16  In this respect, we can refer to the legal activism of the management company Phitrust on the Paris market. 
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by selecting investment sectors, there is no defined technical approach. The manager's 

conviction prevails in the medium/long term. This is why this type of management is 

called, by professionals, conviction management. But is the conviction of a single 

person (even an expert) more solid than the conviction of thousands of people who share 

the same interests over time and who therefore constitute a panel that is more 

representative of society's expectations, which will form the basis of tomorrow's demand 

and therefore the economic activity of companies? Is there not an omega point where 

economic interest and democracy, "one man, one vote", converge?  

 

Thinking about group savings differently? 

  

These mutual funds are therefore the place where the needs of savers and their objectives 

for the ethical management of their savings can converge. However, the financial interest of the 

saver may be in competition with other interests of the same saver: the environment, good social 

management, reasoned economic growth. The management policy of a UCITS can integrate 

these different parameters. But investors do not have the legal possibility to express their 

strategic choices collectively and democratically, even if they must obviously remain outside 

the choice of securities. The characterization of UCITS as an intermediate social and economic 

body helps us to understand the need for a broader social purpose for UCITS and justifies the 

interference of democracy in the choice of the orientations of this social body.  

Therefore, methodologically, asset management must integrate what is at stake in the 

difference between the personal point of view of the manager who chooses investment sectors 

(health, digital, energy transition, etc.), and the point of view of society, which expresses a 

cross-cutting choice for environmental preservation, good social management and sustainable 

growth. This remark opens up a central issue in strategic asset allocation: is there a 

homotheticity between individual and collective decisions? This point is addressed by Thomas 

C. Schelling17, who raises the question of the relationship between the behavioral characteristics 

of the individuals who make up some social aggregate and the characteristics of the aggregate, 

and by Surowiecki, in his book The Wisdom of Crowds, 18who recounts the university 

experience of the Iowa electronic market (IEM)19.  

                                                           
17  Thomas C. Schelling, The macro effects of our micro decisions, Dunod, Paris, 2007.   
18  James Surowiecki, La sagesse des foules, preface by Joël de Rosnay, Lattes, Paris, 2008, p 36-37. 
19 https://iemweb.biz.uiowa.edu/ 
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Getting around the procyclicality objection  

 

Have the investors of a mutual fund vote annually on a "one man, one vote" basis to rank their 

preferences by answering the following question: "Out of a total of 100, what share do you 

attribute in your savings to each of the following items: Environment, Social, Sustainable 

Growth? " has great advantages: 

 A bypass of the individual bias of the conviction manager. 

 Anticipation of demand based on the monitoring of a panel. 

 This is an opportunity for advisor networks to develop SRI education for individuals. 

Yet, asset managers might fear a risk of procyclicality in a collective demand anticipation for 

the following reasons: 

 For a mutual fund manager, this proposal is the opposite of stock picking to produce 

long-term value. 

 For a portfolio manager, it leads to a drift in the risk management model by following 

the market. 

This risk of procyclicality is to be understood as follows: 

 We must distinguish between stocks and securities. Managers analyze financial values 

to select them for a portfolio. Individuals prioritize societal values (environmental, 

social, rational growth) to express a vision of the world. The two spheres, managers and 

individuals, do not talk about the same things. 

 The UCITS democratic model is intrinsically a liberal democratic model with a balance 

of powers. The result of the vote is confronted with the analyses of the manager who 

will take it into account if it does not contravene the financial interests of the investors. 

 

In conclusion: 

 

SRI fund managers are bound by a shareholder engagement policy. The introduction of 

democracy in mutual funds may offer individuals the possibility of supporting one or more 

shareholder resolutions in a referendum vote, as part of the fund's commitment policy. This 

avenue remains to be explored by management companies, which would find an obvious 

legitimization for their shareholder resolutions, by investor associations, which would open up 
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a space for democratic life within managed management offers, and by the legislator, who, by 

changing the wording of Article L214-9 of the Monetary and Financial Code, would bring 

individuals closer to SRI professionals.   

  

 

 

 

 

 

 

 

  


