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Editor’s Letter

This issue of the Nordic Journal of Business includes two peer-reviewed articles. The first article by Reeta
Jutila, Asif Ruman and Petri Sahlstrém focuses on sustainable investing practices among Finnish asset
managers. In the second article, Kari Tuovinen reconstructs the purchasing history of Professor Pentti
Kouri’s contemporary art collection and investigates the use of these artworks as loan collateral.

I hope you enjoy reading the interesting contributions featured in this issue of the Nordic Journal
of Business.

Sami Vihidmaa

Editor
Nordic Journal of Business

72



NJB Vol. 73, No. 2 (Summer 2024) The State of Sustainable Investing Among Asset Managers in Finland...

The State o
Sustainable
Investing Among
Asset Managers in

Finland: A Survey-
Based Study

Reeta Jutila, Asif Ruman and Petri Sahlstrom
Abstract

This study explores the sustainable investing practices of Finnish asset managers, analyzing their
integration of ESG factors, sustainability disclosure methods, and strategies to ensure trans-
parency and mitigate greenwashing. Surveying major asset managers in Finland in 2022, we
achieved a77.4% response rate. Our results show a strong commitment to sustainable investing
yet reveal a lack of consensus among asset managers in defining it. Interestingly, fixed-income
investments, not equities, are preferred for sustainable investing, and most asset managers aim
to make a positive societal and environmental impact. ESG integration is the dominant strategy,
but concerns about greenwashing are prevalent. The study explores the implications for indus-
try standards, regulatory policies, sustainability measurement methodologies, and further re-
search. It provides a valuable basis for understanding sustainable investing.

Keywords

ESG; Green finance regulations; Greenwashing; SRI; Sustainable asset management; Sustain-
able finance.
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1. Introduction

The purpose of this study is to investigate sustainable investing practices in Finland, focusing
on the mechanisms employed by Finnish asset managers to integrate environmental, social and
governance (ESG) factors, reporting standards adopted, and how transparency is maintained
to prevent greenwashing. In response to climate change, sustainable investing has emerged as
a global financial strategy, integrating ESG factors for risk management and profit optimiza-
tion, which now account for a significant portion of assets under management globally (Abate,
Basile & Ferrari, 2021; GSIA, 2021; Popescu, Hitaj & Benetto, 2021; Utz, Wimmer & Steuer, 2015;).

Despite its growth, sustainable investing faces challenges such as greenwashing due to
rapid industry expansion, lack of standardization, as well as regulatory gaps (Candelon, Hasse
& Lajaunie, 2021; Popescu et al., 2021). To combat these challenges, there has been a push for
more stringent standards, better regulation, and clearer evaluations of sustainability. Asset
managers are increasingly expected to enhance transparency (Berron, Fosfuri & Gelabert, 2017;
Peregrine, 2022), supported by sustainable investment bodies and government initiatives, yet
the evaluation of sustainability, particularly in non-financial terms, remains an area that needs
further development (Delmas & Blass, 2010; Utz & Wimmer, 2014; Atz, Van, Liu & Bruno, 2023).

Previous research on sustainable investing has mainly focused on the returns of sustainable
investing (see, e.g., Atz et al.,2023; Pastor, Stambaugh & Taylor, 2022; Whelan et al., 2021). Another
area is the implications of ESG-related issues on corporate finance (e.g., Bauer, Koedijk & Otten,
200s5; Gillan, Koch & Starks, 2021). While previous research has primarily focused on these two
broad themes, there is a growing need to investigate sustainability performance (Amel-Zadeh
& Serafeim, 2018; Benson, Brailsford & Humphrey, 2006; Popescu et al., 2021).

This study explores non-financial issues related to sustainable investing, particularly among
asset managers operating in Finland. Specifically, the study addresses the following research
questions: (1) How do Finnish asset managers integrate ESG factors into their investment deci-
sion-making processes? (2) What reporting frameworks and standards are used by Finnish as-
set managers to disclose their sustainability performance to stakeholders? (3) How do Finnish
asset managers ensure transparency and integrity in their claims about the effectiveness of their
investments to mitigate the risk of greenwashing?

Sustainable investing in Finland has seen significant development, marked by increased
investor knowledge and the introduction of key initiatives such as the OMX Finland Sustaina-
bility Index in 2011 and the country’s first green bond in 2016. The Finnish Sustainable Invest-
ment Forum (Finsif) has been instrumental in this growth, and there is evidence of widespread
adoption among institutional investors and asset managers. Despite the positive trajectory,
with ESG integration becoming a prevalent strategy (Finsif, 2020; GSIA, 2021), challenges such
as data comparability and quality remain.

While Finsif reports provide valuable insights into sustainable investments among a diverse
range of institutions', including universities, national broadcaster, central banks, pension funds,
and commercial banks, our study specifically focuses on asset management companies in Fin-
land. By narrowing our focus to this sector, we offer a unique perspective that delves deeper into
the strategies and preferences of asset managers, who play a critical role in shaping investment
decisions. We also address our research questions by using a mixed-method approach through
a descriptive survey sent to 31 major Finnish asset managers. The response rate was robust with
24 asset managers participating fully in the survey, representing a response rate of 77.4%.

1 https://finsif.fi/members|
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Our findings contribute to the literature in several ways. First, we provide empirical evidence
to highlight the strong commitment to sustainable investing in the Finnish asset management
industry. Specifically, a striking 96% of the asset managers reported using a dedicated sustainable
investing strategy. This suggests that principles of sustainability have significantly permeated
the industry, confirming its movement toward more responsible and sustainable asset manage-
ment practices. Second, our study provides insight into the continuing debate surrounding the
definition of sustainable investing. 56% of the respondents felt there was no consensus among
investors and asset managers, pointing to a divergence in understanding and application of the
principles of sustainable investing. This lack of consensus underlines the need for further dia-
logue and more precise guidelines to define and operationalize sustainable investing.

Third, our results suggest a reconsideration of the conventional position of equities as an
asset class within the sustainable investing framework. A vast majority, i.e., 92% of the asset man-
agers identified fixed-income investments as their preferred asset class for sustainable invest-
ing, suggesting a significant shift in sustainable investing strategies. This preference contrasts
with the 60% of Finsif respondents who favored fixed-income investments (Finsif, 2022), a dis-
crepancy that may stem from the various types of businesses represented by Finsif members,
compared to the homogeneous group of asset managers in our study. Fourth, our research un-
derscores the shift in the motive for sustainable investing. The dominant motive was to make
a positive societal and environmental impact, as reported by 92% of the asset managers. This
reveals a transformative trend in sustainable investing, moving beyond solely profit-oriented
goals to a more comprehensive approach that includes societal and environmental benefits.

Fifth, our findings reveal a high prevalence of ESG integration among the asset managers
we surveyed. Most of them (92%) reported ESG integration as their primary sustainable invest-
ing strategy, further emphasizing the adoption of principles of sustainability in asset manage-
ment. Lastly, the findings of this study shed light on the emerging issue of greenwashing in the
sustainable investing sector. Quite a few asset managers (54.17%) acknowledged that this was a
problem, highlighting the urgent need for improved regulations and clearer reporting require-
ments to ensure the authenticity of sustainable investing practices.

Overall, our research contributes to a better understanding of the current practices and chal-
lenges in sustainable investing, offering valuable insights for policymakers, asset managers, and
researchers. This study also provides insights into the sustainable investing practices of asset
managers in Finland and can serve as a basis for future research in this field.

The implications of this study offer valuable insights into the field of sustainable invest-
ing. First, our findings highlight the need for standard industry definitions and standards for
sustainable investing, potentially guided by new EU regulations. Second, our research under-
scores the critical demand for robust standardized methodologies for measuring sustainability,
thereby helping to tackle the prevalent issue of greenwashing. We also provide useful guidance
for regulators, highlighting the need for policy modification to ensure industry transparency
and suggesting that extra support should be available for smaller asset managers navigating
regulatory changes.

The study also reveals the need to tailor industry standards and policies, recognizing the
range of sustainable investing practices across the different kinds of asset managers. Lastly,
against the background of widespread optimism about the profitability of sustainable invest-
ing, we highlight the importance of further research to corroborate these optimistic views. Our
research underscores the value of open discussions on sustainability, suggesting a shift from
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sustainability as a theoretical concept toward its practical implementation in investing. The rest
of the paper is structured as follows: Section two reviews the literature, section three discusses
data and methods, section four presents and discusses the results of this study, and lastly, sec-
tion five concludes this work.

2. Literature Review

As defined by institutional sources and the European Commission, sustainability meets present
needs without undermining the potential of future generations to meet their own needs (Siri &
Zhu, 2019). This includes the economic, environmental, and social considerations aligned with
the UN’s 17 Sustainable Development Goals (SDGs). However, perceptions of sustainability vary,
creating a multifaceted concept. The literature uses many terms and definitions to describe
sustainable investing. Starting with ethical investing, this evolved into socially responsible in-
vesting (SRI), in which investors consider the social, environmental, and ethical aspects of their
decisions (Chong & Phillips, 2016; Kreander et al., 2005; Renneboog et al., 2008b). ESG invest-
ing, which gained traction after the 2006 UN-backed Principles for Responsible Investing, pro-
actively incorporates ESG factors into the investment selection process, as they are viewed as
more holistic than SRI (Chong & Phillips, 2016; Kempf & Osthoff, 2008; Michelson et al., 2004).

Responsible investing recognizes the ESG factors in investment processes, aiming to enhance
portfolio risk-return relationships as stated by, for example, Pastor, Stambaugh & Taylor (2022).
This study primarily uses the term sustainable investing, as defined by GSIA (2019), referring to
the inclusion of ESG factors in portfolio creation and management. However, the different un-
derstandings of sustainability and the multiplicity of related terms create challenges in monitor-
ing and regulating sustainable investing (Chong & Phillips, 2016; Kotsantonis & Serafeim, 2019).

Despite its recent prominence, sustainable investing has its roots in religious practices. Ex-
amples include ethical investment rules from Judaism, investment constraints rooted in Christi-
anity during the Middle Ages, Quaker practices in the 17th century, and the Islamic prohibition
on investing in certain industries (Renneboog et al., 2008b; Schueth, 2003). Sustainable invest-
ing evolved throughout the 20th century, spurred by societal change and crisis. Its modern form
emerged in the 1960s in societal issues such as the Vietnam and Cold Wars and gender equal-
ity movements (Schueth, 2003). Investor pressure on companies associated with South Africa’s
apartheid policies in the 1980s and industrial disasters toward the end of the decade led to the
recognition of the adverse environmental impact (e.g., Li et al., 2024), making environmental
concerns a critical part of sustainable investing (Berry & Junkus, 2016; Renneboog et al., 2008b).

The interest in sustainable investing increased dramatically post-1990s, driven by ethical
consumerism, human rights, and corporate governance issues. In 2006, the UN-supported Prin-
ciples for Responsible Investing marked a pivotal point by setting international guidelines and
introducing new terms for sustainable investing (Hyrske et al., 2020; Renneboog et al., 2008b;
Schueth, 2003). Climate-related issues gained prominence after the 2016 Paris Agreement, which
aimed to limit global temperature rise (Hyrske et al., 2020). However, the rapid growth in sus-
tainable financial products has raised concerns about greenwashing, fueling the need for ro-
bust sustainability reporting and standards (Popescu et al., 2021).

Due to the integration of ESG considerations into investment decisions, sustainable invest-
ing has gained considerable traction globally. This is also evident in Finland, where sustainable
investing has been increasingly standardized, with a higher demand for sustainable strategies
among asset managers (Hyrske et al., 2020). Organizational entities such as Finsif, Sitra, Yritys-
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vastuuverkosto FIBS, and Nasdaq Helsinki have been instrumental in driving sustainable invest-
ing in the country, with Finnish legislation providing indirect support through sustainability
reporting guidelines. Despite the small number of mutual funds focused on sustainability, there
has been a reported upsurge in the adoption of sustainable investing strategies (Finsif, 2019).
Challenges remain, such as the comparability and lack of ESG data, but the importance of sus-
tainable investing continues to grow.

Sustainable investing was traditionally associated with equity investments. However, it is
increasingly being implemented across different asset classes, such as fixed-income securities
and alternative investments, with unique challenges and opportunities. Sustainability practices
in these asset classes can differ significantly. For example, investment in real estate is heavily
focused on environmental factors, whereas private equity investment offers greater opportuni-
ties for an investor to influence a firm’s sustainability practices. Although sustainable investing
strategies have mainly been developed for equity investment, progress has been made in inte-
grating sustainability factors into the fixed-income and alternative investment sectors (Dor-
fleitner et al., 2021; Ruman et al., 2022).

The financial performance of sustainable investing has been subject to debate. Some pro-
ponents argue that integrating sustainability in investment decision-making leads to economic
benefits, while some opponents believe it reduces investment opportunities, leading to higher
volatility, lower returns, and additional costs. Research remains inconclusive, with studies pre-
senting mixed results (Atz et al.,, 2023; Hamilton et al., 1993; Mallin et al., 1995; Nofsinger &
Varma, 2014; Renneboog et al., 2008a). The subjectivity of sustainable investing due to the need
for standards and definitions makes it difficult to evaluate and measure ethical issues, includ-
ing those issues associated with screening practices and concerns about greenwashing (Sauer,
1997). Greenwashing is the practice of misleading consumers about the environmental bene-
fits of a product or service, further compounding the problems associated with sustainable in-
vesting (Berrone et al., 2017). Moreover, the different methodologies used to create investment
portfolios based on ESG factors can lead to substantially different risk and return profiles, as
shown by Lioui et al. (2022).

Consequently, communicating sustainability has gained significance. Asset managers can en-
hance the way in which they communicate their sustainable investing practices through effective
sustainability reporting, engagement with sustainability initiatives, and utilizing comprehensive
sustainability measures such as ESG data, ESG ratings, and carbon footprints. Lastly, regulation is
vital to sustainable investing. Various countries, including the Netherlands, the UK, and France,
have enacted legislation specific to sustainable investing. In the EU, several regulations focus on
sustainability, and this paper will concentrate on EU regulation, although international regula-
tion also impacts Finnish asset managers and investors. The history of sustainability regulation
includes the Non-Financial Reporting Directive (NFRD), the Corporate Sustainability Reporting
Directive (CSRD), and the Sustainable Finance Disclosure Regulation (SFDR).

3. Data and Methodology

This study aims to examine how asset managers in Finland implement sustainable investing
practices and address the following questions: 1) How do asset managers in Finland apply sus-
tainable investing? 2) How do they disclose information about their sustainability and sustain-
able investing practices? 3) What measures do they take to prevent greenwashing? To answer
these research questions, primary data were collected through an online survey.
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The survey was designed with 38 questions on sustainable investing, sustainability meas-
urement, reporting, regulation, and greenwashing. It was sent to 31 asset managers operating
in Finland. The survey was anonymous and was administered in English. However, the respond-
ents were given the option to reveal the identity of their firms and respond in Finnish to open-
ended questions. Conducted in April 2022, this survey offers insights into the sustainable invest-
ing practices of Finnish asset managers. The period before April 2022 coincides with significant
developments in the global financial market, as well as regulatory changes, offering insights
into how this may have influenced the attitudes of asset managers toward sustainable invest-
ing in the post-COVID economy.

Our primary data sources on asset managers operating in this sector comprise company fi-
nancial reports and statistics from the Bank of Finland. The combined AUM of the companies
in our sample is estimated to be at least EUR 210 billion?, accounting for AUM reported solely
in Finland. Moreover, the total balance sheet of investment funds reported by the Bank of Fin-
land in April 2022 was EUR 154 billion3. Although the anonymity of our survey prevents us from
disclosing specific details about our sample, we present a publicly available list of companies
that operate as fund managers, and alternative investment funds as an example“. This example
of 20 firms is a good representation but does not reflect the entirety of our sample.

Our sample selection process was guided by the significance of asset managers in the Finnish
market. While the largest asset managers are relatively easy to identify, selecting smaller or me-
dium-sized asset managers proved to be more challenging due to the limited availability of AUM
data. Nonetheless, we included companies deemed significant to our study, even if their precise
AUM figures were not disclosed.

After collecting the data, we examined it thoroughly to ensure its validity and accuracy.
We identified and excluded any missing data during the subsequent analysis. We analyzed the
quantitative data from the survey and generated tables and graphs to summarize the results.
We also categorized and analyzed the qualitative data gathered from open-ended questions and
optional comments. Moreover, we created cross-tabulations in order to summarize our findings.

4. Qualitative results

We divided asset managers in Finland into three categories according to their AUM (Fig. 1, left),
based on the question, how many assets under management does your company have? Large asset
managers, who represent 56% of the respondents, manage over EUR 5 billion. In comparison,
medium-sized (32% of the respondents) and small asset managers (12% of the respondents)
handle between EUR 1-5 billion and less than EUR 1 billion, respectively.

Regarding questions about sustainable investment practices and strategy, all the respond-
ents confirmed that they practiced sustainable investing, while most of them (96%) reported
using a dedicated sustainable investing strategys. Interestingly, the definitions of sustainable
investing varied among the respondents. A recurring theme was the integration of E.S.G. factors
into the investment decision-making process, echoing the general definition of sustainable in-
vesting (e.g., Atz et al., 2023). However, only a few respondents included profitability in their
definition, a point underscored by Hyrske et al. (2020).

2 We have compiled a list of 31 companies operating in this sector in Finland.

3 https://[www.suomenpankki.fi/fen/Statistics/investment-funds/charts/sira-kuviot-en/sij_rah_taseen_jakautumi-
nen_instrumenteittain_chrt_en/

4 https:[/[www.finanssiala.fi/fen/members-of-finance-finland/#fund

5 Results not reported due to parsimony.
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40,00%
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Fig. 1. Distribution and sustainable investing strategies of Finnish asset managers by AUM.

The left panel of Fig. 1 categorizes asset managers into large (over EUR 5 billion), medium (EUR 1-5 billion) and
small (less than EUR 1 billion) based on their AUM, showing a predominance of the large asset managers. The right
panel describes the lack of consensus among investors about what sustainable investing means, e.g., 56% of the
respondents felt that there was no consensus and 4% of them were unsure.

Fig. 1 (right) presents the results based on the question, do you think there is consensus among in-
vestors and asset managers about what sustainable investing means? While 56% of the respondents
felt there was no consensus, 40% of them believed there was, while 4% were unsure. When given
the opportunity to elaborate, the respondents suggested that the rapidly evolving field, myriad
interrelated concepts, and inadequate investor knowledge contributed to this perceived lack of
consensus. They also mentioned the potential role of the upcoming EU regulations in creating
ashared understanding of sustainable investing, confirming observations made in the broader
literature, such as those observations made by Chong and Phillips (2016).

Other alternatives [N 16.00%
Commodity investments [l 8.00%
Private debt investments [N 56,00%
Private equity investments [N 68,00%
Real-estate investments [N 76,00%
Fixed mcome investments NI 92.00%
Equity investments [N 30,00%

0,00% 20,00% 40,00% 60,00% 80,00% 100.00%

Fig. 2. Preferences in sustainable investing asset classes among Finnish asset managers.

This figure illustrates the predominance of fixed-income investments (92%) as the favored asset class for sustai-
nable investing, followed by equities (80%), real estate (76%), private equity (68%) and private debt (56%). Com-
modities are the least preferred option, with only an 8% interest. This highlights the varying emphasis on different
asset classes in the sustainable investing strategies of Finnish asset managers.
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The asset managers were asked to identify the asset classes in which they practice sustainable
investing. Specifically, Fig. 2 presents the results for the question, in which asset classes do you
practice sustainable investing? Fixed-income investments emerged as the predominant choice
(92%),in line with the recent popularity of green bond issuances®. Equity investments, tradition-
ally preferred for sustainable investing (see, e.g., Bioy & Lamond, 2018), emerged as the second
most popular option, with 80% of Finnish asset managers favoring them. Other popular asset
classes included real estate (76%), private equity (68%) and private debt (56%), while commod-
ities received the least interest (8%).

The asset managers found that listed equity investments were the easiest for practicing
sustainable investing, primarily due to the abundance of available data and opportunities for
active ownership. The second easiest option was fixed income, also due to data accessibility.
Determining the most challenging asset class to invest in sustainably yielded varied responses,
including commodities, private equity, and private debt. This aligns with the literature (Pastor
et al,, 2022) as sustainable practices are less well-developed for alternative investments com-
pared to traditional asset classes.

Other M 4.00%

To make a positive impact on the society and
environment

To invest according to personal values [N 60.00%

I —— 92.,00%

To comply with regulation I 80,00%
To keep up with customer demand NN 88.00%
To improve risk management [N 38,00%
To improve profits NI 58.00%
0.00% 20,00% 40,00% 60,00% 80,00%  100,00%

Fig. 3. Motives for sustainable investing among Finnish asset managers.

This figure highlights that the primary motive for sustainable investing was to make a positive societal and environ-
mental impact (92%) with improving profits, risk management and responding to customer demand (88% each),
along with compliance with regulations (80%) also playing a significant role. Investing according to personal values
(60%) was less cited, indicating a shift in sustainable investing from purely ethical considerations to a broader focus
on profitability and risk management.

Fig. 3 presents responses based on the question, what motives do you have for sustainable invest-
ing? The predominant motive for sustainable investing was to make a positive societal and en-
vironmental impact (92%). Other significant motives were improving profits, risk management,
customer demand (88% each), as well as regulatory compliance (80%). Less popular was sustain-
able investing according to personal values (60%). This change in focus from ethical investing
reflects the developments in the industry. It suggests that sustainable investing is increasingly
seen as a means to increase profits and manage risk.

Fig. 4 presents responses based on the question, which strategies do you use for sustainable in-
vesting? The most popular sustainable investing strategy was ESG integration (92%). Other com-
mon strategies included negative screening (84%), corporate engagement, and shareholder ac-

6 https:/[www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/global-green-bondissu-
ance-poised-for-rebound-in-2023-amid-policy-push-73931433
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tion, as well as positive screening (80%). These findings are congruent with Finsif (2020), albeit
with a higher prevalence of positive screening among Finnish asset managers than is usually
reported globally (GSIA, 2021). Regarding future prospects, 84% of the asset managers believed
that sustainable investing could generate excess returns in the long term, while 4% disagreed,
and 12% were unsure. This optimism diverges from the mixed views in the literature (Atz et al.,
2023), reinforcing the complexity and diversity of sustainable investing practices. Thus, a balan-
ced approach to sustainable investing is essential, recognizing that not all methods will neces-
sarily lead to financial outperformance.

Paris-aligned investing NN 64,00%
Sustainability themed investing I 72,00%
Norms-based screening I 68,00%
Impact investing I 68,00%
Best-in-class screening I 60,00%
Positive screening I 80.00%
Corporate engagement and shareholder action IS 80,00%
Negative/Exclusionary screening I 534,00%
ESG-integration I 02.00%

0,00% 20,00%  40,00%  60,00%  80,00%  100,00%

Fig. 4. Sustainable investing strategies adopted by Finnish asset managers.
This figure shows ESG integration as being the most adopted strategy (92%), followed by negative screening
(84%), corporate engagement (80%), and positive screening (80%).

When asked to state the percentage of their assets under management (AUM) invested in accord-
ance with their sustainable investment policies, 60% of the respondents indicated that 81-100%
of their AUM adheres to these policies (Fig. 5, left). A further 16% of the respondents indicated
that 61-80% of their AUM complies with their sustainable investing policies. A cross-tabulation
of the results shows that larger asset managers are more likely to invest a greater proportion of
their AUM sustainably compared to medium and small asset managers, prompting further ex-
ploration of this trend. When describing their sustainable investing company, most respond-
ents reported having an ESG team or committee, with over half of them stating that there was
adedicated head of ESG or equivalent role. A few respondents also mentioned having ESG spe-
cialists in their investment teams. This reveals that sustainable investing practices have been
integrated across many Finnish asset management companies, indicating that sustainability
is not seen as a separate element but as a fundamental aspect of all decision-making processes.
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100% 100%
0,
60%
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m81-100% ® Cannot be defined mYes mNo

Fig. 5: Adherence to sustainable investing policies (left) and challenges in measuring sustainability (right).

The left panel shows the portion of AUM invested sustainably. Larger asset managers are more likely to invest a
higher proportion of their AUM sustainably, highlighting the need for further investigation into this trend. The right
panel addresses the difficulty of measuring sustainability, with most asset managers acknowledging challenges due
to the complexity of sustainability and varying measurement methodologies. Despite these challenges, 29% of the
large and medium-sized asset managers do not find it difficult to measure sustainability and use a range of tools
including ESG ratings, carbon footprint metrics and internal research to enhance their understanding of sustaina-
bility issues. This indicates a robust integration of sustainable practices in Finnish asset management companies,
emphasizing sustainability as a key component of investment decision-making.

Despite a high level of sustainable investing, most of the respondents agreed that it is challeng-
ing to measure the extent to which assets called sustainable are actually sustainable. This is be-
cause of the complexity of sustainability and variations in measurement methodologies across
investors and is aligned with Feifei & Polychronopoulos (2020). Interestingly, approximately
29% of the large and medium-sized asset managers did not find it challenging to measure the
extent of sustainability of the “sustainable assets”. With respect to their measuring processes, the
responses varied significantly. Most of the respondents used ESG ratings from various providers
and carbon footprint metrics, with other respondents considering factors such as controversial
weapons, SDGs, and climate data. Some asset managers also conducted their own sustainability
research, suggesting that internal research may provide a more comprehensive understanding
of sustainability-related issues.

The most significant challenges in measuring sustainability were data availability and com-
parability, although differing views on sustainability also posed some difficulties. However, one
respondent reported no challenges in measuring sustainability, raising questions about poten-
tial overconfidence in the face of widely recognized issues such as greenwashing.
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Fig. 6. Engagement with the Net Zero initiative (left) and the utilization of reporting frameworks (right).

The left panel indicates that 54.17% of all surveyed asset managers have committed to the Net Zero Asset Mana-
gers initiative, with a notable higher participation rate among large asset managers (71.43%) compared to medium
(28.57%) and small (33.33%) asset managers. This underscores the varying level of commitment across different
asset management companies toward achieving net-zero carbon emissions. The right panel reveals that large as-
set managers predominantly use sustainability reporting frameworks, with 71.43% of them adopting TCFD, 92.86%
using PRI and 42.86% for SASB and GRI. In contrast, the medium-sized asset managers show lower usage rates
for these frameworks.

The Net Zero Asset Managers initiative is specifically designed for asset managers, and accord-
ing to the question about signing this initiative (Fig. 6, left), 54.17% of the respondents signed it.
When comparing the three different categories of asset managers, signing the initiative is most
common among large asset managers, as 71.43% have signed it. Only 28.57% of the medium-sized
asset managers and 33.33% of the small asset managers have signed the initiative.

Fig. 6 (right) shows that, overall, large asset managers use sustainable reporting frameworks
more often, as 71.43% of them use TCFD (Task Force for Climate-related Financial Disclosure),
92.86% use PRI (Principles for Responsible Investing), 42.86% use SASB (Sustainable Accounting
Standards Board) and 42.86% use GRI (Global Reporting Initiative). In the case of medium-sized
asset managers, only 28.75% of them use TCFD, 71.43% use PRI, 28.57% use SASB, and 14.29% use
GRL Thus, sustainable reporting frameworks are more commonly used by large asset managers.

Moreover, signing the Principles for Responsible Investment (PRI) is a common commitment
to sustainable investing practices. Most (87.50%) of the respondents had signed the PRI, sug-
gesting a baseline level of commitment to sustainable investing in Finland (results not reported
for the sake of brevity). However, Hyrske et al. (2020) caution that signing does not equate to
responsibility and may be more challenging for smaller organizations due to resource require-
ments. Interestingly, all small and large asset managers have signed the PRI, compared to 71.43%
of the medium-sized asset managers. Of those asset managers who have signed the PRI, only
36.36% (comprising larger asset managers) have published their PRI assessment report on their
websites, indicating a potential area for improving transparency. The other sustainable report-
ing frameworks used were the TCFD framework (50%), SASB (33.33%), and GRI (29.17%). While
8.33% of respondents state that they use no sustainable reporting frameworks. When compar-
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ing asset managers in different categories, some differences can be found. Small asset mana-
gers only use PRI, but medium-sized and large asset managers use all the sustainable reporting
frameworks mentioned.

Other I 25.00%
Own data I 70.83%
ISS I 37,50%
Bloomberg I 41,67%
Refinitiv Il 4,17%
MSCI I 62,50%
Sustainalytics I 41,67%
Morningstar I 50.00%

0,00% 20,00% 40,00% 60,00% 80,00%

Fig. 7. Sustainability data sources utilized by Finnish asset managers.

This figure shows that 70.83% of the asset managers rely on their own data for sustainability measures, with MSCI
(62.5%), Morningstar (50%), and both Sustainalytics and Bloomberg (41.67% each) as the main sources. Les-
ser-used sources include ISS (37.5%) and Refinitiv (4.17%), among others. The figure also indicates larger asset
managers employ a more diverse range of data sources, suggesting a link between an asset manager’s size and
the breadth of sustainability data sources used.

Fig. 7 shows the asset managers’ data sources for sustainability reporting and measuring. Ac-
cording to survey question 25,70.83% of the respondents rely on their own data, 62.5% use MSCI,
50% employ Morningstar and 41.67% utilize Sustainalytics and Bloomberg. Furthermore, 37.5% of
the respondents use ISS and 4.17% use Refinitiv. Other sources listed by asset managers include
Upright Project, Impact Cubed, Verisk Maplecroft, Util and CDP. It is worth noting that larger
asset managers use a wider variety of data sources, utilizing tools such as ISS and Refinitiv that
are not commonly used by medium and smaller asset managers.

In the question about EU regulation, asset managers were asked about the sufficiency of EU
regulation regarding sustainable finance. We received a mixed response: 50% of them deemed
it sufficient, 16.67% thought otherwise and 33.33% were unsure. The respondents who found the
regulation sufficient acknowledged its positive direction, while those respondents who were
against it expressed concerns about potential confusion and lack of clarity in the sustainable
investing sector. Some asset managers felt the EU regulation increased transparency but did not
necessarily make investments more sustainable.
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Fig. 8. Perspectives on EU sustainability regulation (left) and keeping updated with sustainability regulations (right).
The left panel shows the mixed views of asset managers on the sufficiency of EU regulation for sustainable finance:
50% of them view it as sufficient, 16.67% see it as insufficient and 33.33% are unsure, citing positive views about
its direction but concerns about its clarity. The right panel indicates 70.83% of all asset managers find that staying
abreast of the sustainability regulations is challenging, especially for small (100%) and large (71.43%) asset ma-
nagers. This highlights the difficulties posed by evolving standards and the risk of greenwashing due to the lack of
uniform regulations.

When asked in question 31if they found it easy to stay abreast of global sustainability reporting
regulation, a whopping 70.83% of the respondents found it challenging. Specifically, 100% of the
small and 71.43% of the large asset managers found it challenging to stay abreast of the sustain-
ability regulations (See, Fig. 8 right). This was understandable, given the dynamic nature of the
regulations and the absence of universally accepted reporting standards. This was particularly
the case with the smaller asset managers who needed more resources and infrastructure to stay
abreast of regulatory changes. Interestingly, the medium-sized asset managers were more con-
fident (with 42.86% saying yes) about their ability to keep up with the regulations than their
larger counterparts (with only 28.57% saying yes).

The lack of standardized regulation potentially leads to greenwashing practices, according
to the responses to the question about greenwashing. 62.50% of the respondents agreed with
this question, raising concerns about potential greenwashing in the European financial mar-
kets. The respondents pointed out that vague and subjective requirements could lead to vary-
ing interpretations and methodologies to measure sustainability, thereby increasing the like-
lihood of greenwashing.
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Fig. 9. Asset managers’ views on greenwashing in sustainable investing.

This figure indicates that 54.17% of the asset managers view greenwashing as a current issue, 16.67% do not
and 29.17% are undecided. The main concerns highlighted include the lack of universal standards and ambiguous
frameworks, contributing to unintentional greenwashing and pressure to capitalize on sustainability trends. To com-
bat greenwashing, the asset managers emphasize transparency, cautious communication, integrity, meticulous
measurement and reporting, and thorough scrutiny of investments, together with consistent application of the ESG
principles across organizational levels. Recommendations for improving sustainability regulations include making
them clearer, simpler, and more harmonized, with precise reporting standards and objectives.

When asked if greenwashing was a current problem in the sustainable investing industry, 54.17%
of the asset managers agreed, whereas 16.67% disagreed and 29.17% were uncertain, see Fig. 9.
The absence of universal standards and confusing frameworks were cited as reasons for unin-
tentional greenwashing. The temptation to align with sustainability trends and capture a mar-
ket share was also acknowledged. In another question, the asset managers identified the various
measures they took to prevent greenwashing. The most common measure was to maintain trans-
parency in their actions. Other measures included avoiding overly optimistic descriptions of in-
vestment products, maintaining integrity, rigorous measuring and reporting, as well as scrutiny
of all investment targets. Notably, the implementation of ESG principles was also monitored at
multiple organizational levels. When the asset managers were asked about ways of improving
sustainability regulations, the key recommendations were for the regulations to be clearer, sim-
pler, and aligned with each other, with well-defined reporting requirements and methodologies.
It was also suggested that regulators should have a well-defined objective for their regulations.

The overall results suggest that sustainability data are costly to acquire and can significantly
hinder smaller asset managers. There should be more open discussions on sustainable investing
challenges and potential solutions. Our study delivers a nuanced understanding of the sustain-
able investing practices of Finnish asset managers. The participants, representing a wide range
of firms, showed a broad commitment to sustainable investing, although their interpretations
of the concept varied. Despite the trend toward equities, fixed-income assets emerged as the
most active area of sustainable investing. We found that ESG integration was widely adopted.
However, the inclusion of profitability within the framework of sustainable investing was rare.
While most of the respondents had a sustainable investing strategy, compliance with these poli-
cies differed, particularly between different-sized firms. The larger firms showed a higher pro-
pensity for sustainable investment.
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Challenges in measuring investment sustainability due to data availability and compara-
bility were highlighted, although few of the respondents saw this as a problem. Despite mixed
views in the literature, our findings also suggest that there is optimism about the potential for
sustainable investing to achieve long-term excess returns. Greenwashing emerged as an issue
of concern, with the absence of universally accepted reporting standards and regulatory chal-
lenges seen as potential contributing factors. The need for clearer guidelines, operational defini-
tions, and further dialogue was underscored to solidify the transformative trend in sustainable
investing, moving beyond profitability to a more holistic, societal, and environmental impact.

The variety in definitions of sustainable investing highlights a demand for clearer indus-
try guidelines, achievable through dialogue, education, and potential new EU regulations. The
challenge of accurately measuring sustainability indicates the need for standardized and trans-
parent methodologies to mitigate greenwashing, a pressing concern that is acknowledged by
most asset managers. The insights from this study could help regulators to create more effective
policies to curb greenwashing and enhance industry transparency. Special attention should be
paid to smaller asset managers who might need help in navigating complex regulatory changes
due to resource constraints. The observed variations in sustainable investing practices across
different-sized firms underscore the need for tailored policymaking and industry standards.

Given the prevalent optimism regarding the potential of sustainable investing to yield excess
returns, there is a need for further research to substantiate this optimism against the backdrop
of mixed views in the literature. This study underlines the importance of open dialogue to dis-
cuss the challenges and potential solutions to sustainable investing. The study emphasizes that
the industry needs to shift its focus from mere perceptions of sustainability to concrete actions
that drive forward sustainable investing.

5. Discussion and Conclusion

This study focused on the sustainable investing practices of asset managers operating in Fin-
land, examining their disclosure habits, sustainable investing strategies, and efforts to combat
greenwashing. Through a detailed survey analysis of the perspectives and operations of asset
managers, we gained valuable insights into the state of sustainable investing in Finland. De-
spite the lack of a universally accepted definition for sustainable investing and different kinds
of ESG measurement frameworks among asset managers, our findings reveal a committed ef-
fort by asset managers across the board to incorporate sustainable investing into regular op-
erational activities. Motivated by the potential for positive societal and environmental impact,
improved profitability, and customer demand, asset managers address this complex challenge
using a range of strategies. Our study underscored the need for accuracy and transparency in
communicating sustainable practices to prevent misunderstanding and potential greenwashing.

The study highlighted a key trend among Finnish asset managers: their preference for posi-
tive screening compared to the negative screening that is globally prevalent. Also, we found a
significant emphasis on fixed income rather than equity investments. This deviation from global
trends and the inclusion of all asset classes in sustainable investing practices speaks to the evolv-
ing nature of Finland’s sustainable investing. The different practices of asset managers based on
their size were evident. The larger asset managers demonstrated more proactive communica-
tion about sustainability, were committed to more initiatives, and disclosed more information
online. This could potentially be explained by greater resources and increased public scrutiny,

87



NJB Vol. 73, No. 2 (Summer 2024) Reeta Jutila, Asif Ruman and Petri Sahlstrom

which compelled large asset managers to adopt robust and sustainable practices. At the same
time, the smaller asset managers face obstacles to procuring costly sustainability data, which
may make it difficult for them to effectively communicate their sustainable investing practices.

Our research also highlighted the ongoing challenge of keeping up with the rapid changes
in global sustainability-related regulations, particularly for smaller asset managers. The current
EUregulation was met with mixed reviews from the asset managers, with only half of them con-
sidering it sufficient. While some asset managers view the regulation as a positive step, other as-
set managers criticize it for its broadness, irrelevance and potential to cause investor confusion.

Despite limitations such as our interpretation of the survey questions, potential survey over-
sights, and skewed representation in the various categories, the study makes a significant con-
tribution to understanding sustainable investing practices in Finland. The study’s findings are
a call to action to increase transparency, promote the equitable distribution of resources, and
simplify regulations to enable a sustainable investing environment that lives up to its promise.
Future research should delve deeper into the non-financial aspects of sustainable investing and
the differences between asset managers of various sizes. With sustainable investing regulation
constantly evolving, examining how such regulation is implemented in practice would be of
significant interest. Despite the absence of official definitions, exploring greenwashing would
also add valuable insights.

In conclusion, Finnish asset managers actively engage in sustainable investing, with the aim
of making positive contributions to society and the environment. While they navigate the chal-
lenges posed by both greenwashing and evolving regulations, their commitment to sustainable
investing is evident in their efforts to achieve transparency, alignment with global initiatives,
and robust sustainability reporting practices. The journey ahead, as they strive to achieve am-
bitious sustainability targets and combat climate change through sustainable investing, pro-
mises to be an interesting one.
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Abstract

In 1988-1990, Professor Pentti Kouri built in New York a collection of 240 works by leading artists of
contemporary art. This study approaches the case from four aspects. The purchasing history was first
reconstructed from recently released archive documents. Then, Kouri’s collecting mode was analysed
with quantitative indicators, and his claims, such as a major turning point in his purchasing mode af-
ter buying a specific artwork, were probed. Thirdly, in 1990 Kouri faced a financial crisis and applied
for a bank loan against a collateral of his artworks constructed by the bank’s expert. Deconstruction
of the selection process suggests that the expert ranked the works into a hierarchy that equates market
prices and perceived artistic quality of the works; the result concurs with existing research of primary
and secondary art market pricing patterns. Finally, the impact of the collateral’s weak market perfor-
mance on Kouri and the bank was analysed.
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1. Introduction

Professor and investment banker Pentti J. K. Kouri (1949-2009) was born in Finland. He studied
at the University of Helsinki, completed a PhD at MIT, and became a Professor of Economics at
Stanford, followed by Yale and NYU. After a decade-long academic career, he became interested
in the business world and founded his company Kouri Capital Inc. in 1985 in Helsinki. One of
the shareholders was George Soros during 1985-1987 (Saukkomaa 1991, 24). Kouri’s businesses
were successful in the late eighties, and he was able to build his international collection in an
exceptionally short timeframe. In the years 1988-1990, he lived in New York where he was the
seventh largest collector of art and belonged to the top 20 collectors in the US (Nikulainen 1991).
In two and a half years, he built a private collection of 240 works by artists such Richard Serra,
Roy Lichtenstein, Robert Rauschenberg, Frank Stella, and by many less well-known artists too.
Due to his sudden financial problems in 1990, part of the collection was used as collateral for a
bankloan. The bank, Postipankki' in Helsinki, commissioned an art market expert to select the
works. Kouri lost many works in the loan process, but 61works became the property of the Mu-
seum of Contemporary Art Kiasma in Helsinki. Kiasma’s Kouri Collection is the most important
public collection of contemporary art in Finland and unique in the Nordic and Baltic areas. The
study was conducted between 2016 and 2023 during which public archives gradually released
the Kouri documents from their 25-year confidentiality status.

This case study investigates Pentti Kouri’s collecting activity and his collection from four as-
pects. First, the collecting process is reconstructed based on archive documents, interviews, and
other sources. Next, Kouri’s collecting (i.e., purchasing) process phases and mode (or style) are
analysed with an indicator-based method and compared to other collectors. Kouri’s selected
statements, such as a major turning point in his purchasing mode after buying a specific art-
work, are probed with the collection data. Third, an attempt is made to analyse how the bank's
art expert selected the collateral works and to reconstruct a list of these works. Fourth, the mar-
ket performance of the collateral works is analysed because the decision to use part of the col-
lection as loan collateral had significant financial impacts on Kouri and the bank. The focus
of the study is on the artworks Kouri listed as private property in September 1990 in the USA.

2. Research literature

There are three earlier studies that address Pentti Kouri’s activity in art markets. Kiasma Mu-
seum has published a book with scholarly articles and a catalogue of Kouri’s works that ended
up in their ownership (Aarnio (ed.) 2008. Kari Tuovinen (2018) has researched how 61 works of
Kouri’s private collection in the USA became the property of Kiasma through an intricate process
spanning 1990-1997. The Master’s thesis of Ritva Engdahl (2000, 76-82) provides a summary of
how Kouri collected art for his companies in Finland in the late eighties: Kouri purchased more
than all other Finnish collectors combined, causing gallery prices to increase.

Pentti Kouri acted in international art markets and dealt with art galleries, art experts, law-
yers, art dealers, a bank, and auction houses. According to TTAMSA? mission statement, Art Mar-
ket Studies is an emerging, multi-discipline area with a focus on art trade, financing, and market
participants. Related areas of research are art market performance and art collecting. Artworks
are durable consumption goods, but they are also luxury and conspicuous consumption goods

1 Danske Bank from 2006 onwards.
2 The International Art Market Studies Association. https:/[www.artmarketstudies.org/about/
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(Mandel 2009, 1653). The intrinsic value of an artwork is the materials used. In paintings, the
paint and canvas cost typically tens or hundreds of euros. In bronze statues, for example, the
material value is much higher while in drawings on paper and digital art, it is negligible. The
monetary value of artworks is determined in art markets; the global value of art sold in 2022
was $68 billion (MacAndrew 2023).

Art markets are customarily divided into primary i.e., galleries and secondary markets mean-
ing auctions and dealers. The division is not fully accurate, as many galleries also work as dealers
and resell works, especially those of their own artists. The primary market pricing of galleries
is relatively opaque: most galleries provide price lists, but it is not known what the actual price
was, and which proportion of works was sold. According to the studies of Schonfeld & Reinstaller
(2007), Beckert & Rdssel (2013) and Velthuis (2013, 98-109), galleries set their prices based on
factors such as the artwork’s material (oil paintings have the highest prices) and size, as well as
artist reputation. Velthuis (2013, 113) suggests that price is being used as the surrogate measure
of artistic quality. Art galleries are a very fragmented branch of business: the typical company
is the gallerist-owner alone or with a handful of assistants. However, there are also very influ-
ential or “prestige galleries” that Fraiberger et al. (2018) identified by measuring the galleries’
relationships to other art institutions, business size, price levels and other aspects. An example
of the influence on art markets is that if the first exhibition of a young artist is in a prestige gal-
lery, the probability of a successful career for her/him is high, sometimes as high as having the
first exhibition in a leading museum. The world’s most influential art galleries are Gagosian and
Pace; they were influential already during the Kouri case period.

Mei & Moses (2002), Campos and Barosa (2009), Beckert & Rossel (2013) and Mei et al. (2022)
have investigated secondary market pricing. Among the main price determinants are the repu-
tation of the artist and the auctioneer, medium, size, and timing of purchase. Mei & al. (2022)
have found a positive relationship between artist reputation and work price in auctions of con-
temporary art. The market performance of art is measured from auction price data which is col-
lected by several organisations that also produce price indices. According to a survey of Kraussl
(2010), the art market returns between 19602010 (variable periods) of 10 indices vary between
3.0-12.0% and the average is 6.7%. Campbell (2008) has constructed a set of five art price indices
that are classified into categories, such as general, contemporary and modern art; the indices are
built on price trends of works by named artists. In the Campbell (2008) index, the 1980-2006
period returns for general art was 6.5% and 9.0% for contemporary art (art since 1960 which is
the largest part of Kouri's spending). Campbell (2008) suggests that art investments offer di-
versification benefits to investment portfolios because of their low correlation with other asset
classes. Price indices tend to provide differing results because they are subject to various sources
of bias, such as handling of unsold work and auction fees that are often between 20-25% for both
the seller and buyer. Virtually all indices measure art of the highest price categories that account
for just a fraction of the total art market, and an unofficial rule of thumb is that 1% of artworks
and artists are investment grade. Art is customarily classified as an alternative asset class, and
the long-term returns have been slightly below stock markets (Mandel 2009).

Studies of art’s financial performance on the level of collections are rare. Chambers et al.
(20202) have analysed the private collection of John Maynard Keynes. The Keynes “art portfolio”
outperformed the equity market between 1917 and 2013, but the performance was due to works
by already recognised artists purchased at auction rather than the works bought from dealers.

3 Mandel (2009) also counts artworks’ aesthetic pleasure and wealth signalling properties as intrinsic value. This is an
exceptional view.
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The Tremaine family in the USA owned in the early eighties a valuable collection of 400 works
by modern masters. The Tremaines auctioned and donated all works and the annualised ROI for
the auctioned works was 21% (holding period 29 years) and 16% (14 years) for the donated works
(Whitaker 2021). According to the study of Campbell (2008), art offers diversification benefits
to stock and bond portfolios; in 1980-2006, the optimal art allocation was between 5% and 16%.

Research articles on art collecting and collections are regularly published in journals such
as Burlington Magazine, Journal of the History of Collections, and Museums Journal. For example,
Journal of the History of Collections has since its first issue in 1989 published over 100 articles on
art collections. The journal’s articles on private collectors are most often structured chrono-
logically, exemplified by the collecting history of Henry Clay Frick by Esmée Quodbach (1998),
who divides the Frick Collection formation history into four phases: early beginning, building
the collection, masterpiece years and refining the collection. The time span is 40 years, during
which Frick purchased hundreds of artworks. Phasing is usually based on factors such as the
stage of the collector’s learning curve, purchasing volume, and budget. Virtually all texts of col-
lections list the most important works or artists in the collection. An example of the Frick col-
lection’s listed highlight works is Titian’s Portrait of a Man in a Red Cap. About half of the texts
comment on the unity or coherence of collections, but usually, this is done indirectly by stating,
for example, that the works “share an expressive colour scheme”. Museums with important art
collections owned earlier by private individuals, usually publish books with articles by schol-
ars or art museum professionals about the collector, cumulation history, and artworks. Among
examples of books are the collections of Sara Hildén (Loimaala 2012) and Peggy Guggenheim
(Guggenheim Foundation 2009).

Regarding financial motives for art collecting, the Deloitte (2014, 16, 57) Art & Finance Report
states that 76% of surveyed wealthy international collectors buy art for collecting purposes but
with an investment view, while 3% state that they purchase art for investment only. Comparable
data is not available from the period when Kouri built his collection, but according to newspa-
pers, investment motives were very common in the late eighties, as reported for example in the
Los Angeles Times (Muchnic 1989) and The New York Times (Elsworth 1990). Baekeland (1994)
interviewed a sample of collectors who said that they are not primarily financially motivated.
However, he lists several other motivations that have atleast indirect financial implications. For
example, most collection owners occasionally sell works to upgrade their collections and those
never selling are very rare. Many collectors remember all the purchase situations of their works.
There are also collectors who keep works in storage and never look at them, while some collec-
tors say that they are more interested in collecting than their careers. Professor Ruth Formanek
(1994) interviewed 160 collectors with collecting themes of art, prints, stamps, and similar ar-
tifacts. The five collecting motivation categories were based on 1) the meaning of collecting to
the self, 2) the meaning to others, 3) preservation, 4) financial investment, and 5) addiction.
The largest category was collecting for the self, accounting for about 20% of respondents. 5% of
interviewees listed financial motives as the first motive, but many other respondents with mul-
tiple motives listed finances as well.

3. Research design

Professor Kouri’s collecting process was first reconstructed using the invoices held in the Finn-
ish National Gallery archive. Kouri commissioned Roger Ponn Associates appraisal agency to
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evaluate the financial value of his collection in 1990.4 The nominal net dollar (or conversions to
dollars from other currencies) prices of the works listed in the Ponn report are used to represent
purchase values Other sources include Kouri’s (1996 ) memoirs, the early biography (Saukkomaa
1991), and press interviews as well as interviews of gallerists. For this study, 12 persons who sold
art to Kouri or knew him personally were interviewed (half of whom requested anonymity). All
translations from Finnish to English are by this author.

Collecting or purchasing mode means in this study the measurable properties of the col-
lecting activity in the form of indicators, such as purchasing channel mix, budget, and volume.
For example, Kouri purchased eight works per month with an average price of 160,000 USD.
The indicator method has earlier been used for analysis of art collection structure, for example
in Tuovinen (2017), but here Kouri’s collecting mode over time is analysed also with the indica-
tors and compared to the reference group of 60 collections. Ten indicators were selected based
on interviews with the art market expert and 20 collection owners or curators belonging to the
reference group.® Examples of reference group members are the collections of Erich Remarque,
the Didrichsen Museum, John Maynard Keynes, and several corporations, foundations and pri-
vate persons.’ The sizes of the collections range between 30 and 1200 works and the average
number of works is 280; the indicator values are calculated from collection work catalogues.
The reference group is not a representative sample of all globally existing art collections be-
cause there is no data available on the structure of the world’s collection population.® Large na-
tional gallery-type museums are excluded because they are mostly “collections of collections”.

The art expert’s process of selecting art for the loan collateral and the resulting list of works
were reconstructed primarily from the Finnish National Gallery archive documents. The docu-
ments include correspondence between the expert, potential buyers and the bank, as well as
alternative lists of collateral or works to be sold. These sources were complemented and verified
with interviews of persons who participated in the selection process. The differences between the
properties of Kouri’s collection, the reference group and the expert list are compared using indi-
cator values. The process through which The Ministry of Culture and Education purchased the 61
works in 1997 was reconstructed based on The National Archives of Finland documents that were
released in 2022. In addition, three cabinet ministers and two civil servants were interviewed.

4. Reconstructing Kouri’s art purchase history
Kouri’s first documented purchase was Still Life with Scissors (1987) by the Israeli artist Josef

Jackerson in February 1988. Kouri recounted that at first his main area of interest was Scandi-
navian figurative art from the late 19th and early 20th centuries (Rossi 1992). In May 1988 Kouri

4 Roger Ponn Associates Valuation Report, September 1990. Finnish National Gallery, Kiasma archive, Helsinki.

5 Some total and average dollar numbers are slightly altered to hide the precise sum of Kouri’s property and debt,
as requested by the Lawyers of Finnish National Gallery. These changes have no impact on the research results or
conclusions.

6 The interviews were conducted between 2016 and 2021 based on the indicator values of the interviewees’ own
collections.

7 Further examples (the word "Collection” is abbreviated “Coll.” or omitted where possible): John Maynard Keynes,
Greta Garbo, Nokia EMMA Gift, Guggenheim Bilbao, Didrichsen International, Lipponen Foundation, Erling Neby,
Vexi Salmi, David Hasan, Vatican Modern, Jouko Koskinen, Gallup Foundation, Finnish Parliament, Sara Hildén
International, Pierraccini Graphics, Clement Greenberg, Timo Surojegin, Tim Ellis, Anthea Art Fund, Private Coll.
in Helsinki, Henie-Onstad, Dresign, Ebsworth, Saastamoinen International, Paulo Foundation, Artfonds21. A full
version of the reference collection list can be found in Immonen and Risinen 2017, 51.

8 Art markets are non-transparent in terms of volume and prices of objects sold. Collection owners are often se-
cretive about their possessions. However, the calculated Reference Group indicator average values became stable
after 30 observations.
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bought Young Girl Reading Letter at Window (1902) from Connaught Brown Gallery, a painting
by Peter Ilsted, a Danish painter of Vermeer-like interior views (price 12,000 dollars). The cu-
mulating pattern of Kouri’s collection is shown in Chart 1.
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Chart 1. Cumulating history of Pentti Kouri’s private art collection. Kouri collected 240 works (vertical axis) in thirty
months between February 1988 and July 1990 (horizontal axis). During 1988 (months 1—11) Kouri bought 31
works. A quick increase in the number of monthly purchases took place during March, April and May 1989 (months
14—16). Only one work was added in the last month, July 1990.

Kouri’s first purchase of a work by an internationally recognised contemporary artist is the
painting Untitled by Mimmo Paladino in November 1988 (price 45,000 dollars). Paladino was
a member of the Italian transavanguardia movement. The artist’s works had earlier been pre-
sented at the Venice Biennale and other important events. Kouri later purchased more works by
other transavanguardists: Francesco Clemente, Nicola de Maria, and Enzo Cucchi. Kouri’s first
abstract painting was Willy Heeks’s Table of Light (1988) purchased in November 1988. Kouri
purchased six Julian Schnabel paintings between April and September 1989 mostly from Galerie
Forsblom in Helsinki. Most of Schnabel’s works are over
two meters high: “their vast size changes the space they
are put in” (Rossi 1992) (prices range between 130,000
and 190,000 dollars). Komar and Melamid represented
contemporary Russian avant-garde art which was suc-
cessfulin international art markets of the late eighties.
Kouri purchased three works by the duo between Jan-
uary and April 1989. He was also continually acquiring
works of less recognised Russian artists, as he had a
strong interest in all developments in Russia.?

Figure 1. Anish Kapoor: Void #2, 1988-1991. Fiberglass and
blue pigment, 205.74 x 205.74 x 115.57 cm.

Dallas Museum of Art, gift of the Friends of Contemporary Art
1993.85. Image courtesy Dallas Museum of Art.

g Interview of Jorma Ollila 3 March 2018 and a person on 5 December 2017 who wants to stay anonymous.
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Kouri became interested in minimalism because it is art that “presents itself as purely as possi-
ble” (Arell 2009). In April 1989, Kouri purchased a set of three Dan Flavin neon tube works from
Leo Castelli Gallery (total price 110,000 dollars). Kouri also owned two works by Donald Judd.
One was a three-meter broad shelf-like structure made of aluminum Untitled, purchased from
Rhona Hoffman Gallery in May 1989. Regarding pop and related movements, Kouri owned one
painting by Roy Lichtenstein and six works by Robert Rauschenberg. Two of his pop-art works
were by Claes Oldenburg; one is the seven-meter-long Extinguished Match (1987) made of poly-
urethane. The Barbara Gladstone Gallery in New York held an Anish Kapoor show in April 1989.
Kouri visited the gallery and saw a two-meter high, ultramarine blue vertical half-sphere sculp-
ture called Void #2 (1989), (price 43,000 dollars), Figure 1. He writes in his memoirs that see-
ing the work was a “shaking experience” and he immediately bought it (Kouri 1996 ). Kouri also
said that this event started his serious dedication to art by making him “delve quickly into the
New York art world” (Rossi 1992). One month after the Kapoor experience, Kouri purchased Jo-
seph Beuys Wahrheit als Wunderkerze fiir Klaus Hennig (1973) from a German gallery. The Beuys
work is a7 by 120 by 100 cm cardboard box lid with four photographs glued to the inside of it.
Kouri described Arte Povera movement in a similar way as “spiritual art that does not need fine
materials - anything goes.” (Rossi 1992). In July 1989, Kouri bought the five-meter-high Untitled
Igloo (1989) by Mario Merz from the Gladstone Gallery (225,000 dollars). The work is primarily
made of metal tubes, window glass, stones, and neon tubes. Kouri also owned three large Arte
Povera installations by Jannis Kounellis, all made of simple materials. In September 1989, Kouri
bought Study of a Portrait with a Revolving Chair No 7 (1967) by Francis Bacon from Galerie Fors-
blom (almost two million dollars). For Kouri (1996, 280) paintings by Bacon “shock but provide
hope through their beauty.” Kouri had a total of six large, rusted steel sculptures by Richard
Serra, who was possibly his favourite artist. Kouri once bought all available three Serra works
in a Pace Gallery exhibition. The gallerist first refused to sell them all, believing that no private
collector would buy such heavy and difficult works; less than 10% of Serra’s sculptures belong
to private collectors.” The gallerist rang Serra, who replied: “Kouri is different” (Aarnio 2008,
90). The purchase bill (total of 725,000 dollars) from October 1989 lists three works: Stern Post,
Sesshii Sesshii and Blackmun and Brennan. The last one is a construction of two forged steel gird-
ers in a T-shape (4.5 meters high, 11 meters horizontal). It was installed in Kouri’s Manhattan
loft during 1991-97 although it belonged to the bank loan collateral.”

Photographs show that Kouri kept art in central places of his Connecticut manor.” For ex-
ample, John Chamberlain’s 180 cm high steel sculpture Leo Castelli (1977) (price 185,000 dol-
lars) stood in the living room and Carl Andre’s Webern’s Run (1988), a twelve-meter-long cop-
per and zinc plate floor installation, took pride in place in the hallway. As his collection grew,
Kouri rented commercial storage space in the New York area. For example, Richards Deacon’s
large sculpture Double Talk (1987, purchased in August 1989) was photographed there for the
Ponn Associates appraisal report.” In addition to the mentioned works of famous artists, Kouri
also purchased many works by less recognised names. However, Kouri never mentioned these
works or artists in any written source. Kouri purchased fewer works from April 1990 onwards.
Among the late purchases were several works representing minimalism and conceptual art,
such as Corner Piece (1976) by Robert Morris and the stripe painting Sidney Guberman (1963) by
Frank Stella (price 2 million dollars). In June, Kouri purchased the marble parts of Jenny Holzer

10 Estimated from Pace (1989) and other catalogues of Serra works.

11Based on the fragments of correspondence between Postipankki and Kouri’s lawyers in the Finnish National Gal-
lery Archive, there were complicated negotiations about the arrangement during spring 1991.

12 Roger Ponn Associated Folders. Finnish National Gallery, Kiasma archives, Helsinki.

13 Roger Ponn Associated Folders. Finnish National Gallery, Kiasma archives, Helsinki.
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Venice Biennale Installation (1990) from Barbara Gladstone Gallery, priced at 550,000 dollars. His
last purchase took place in July 1990; the work was Robert Irwin’s round aluminum disc instal-
lation Untitled (1967) (270,000 dollars).

5. Analysis of Kouri’s collecting process and mode

Pentti Kouri explains in his memoirs that his initial collecting motives were “larger home, empty
walls, need for more furniture, more paintings” (Kouri 1996, 278). Kouri has talked about his
interest in art in interviews and other texts, and he has even mentioned his willingness to work
as a museum curator and arrange exhibitions (Rossi 1992). The collection was formally nomi-
nated “Personal Property of Mr. & Mrs. Pentti]. K. Kouri”, but there are no sources indicating that
Mrs. Kouri participated actively in the collecting.* Part of the gallery invoices are addressed to
both Elly and Pentti Kouri, but the majority are to Pentti Kouri only. There seems to be no evi-
dence that Kouri collected art for investment purposes in the quick buy-and-sell style that was
common in the 1980s, as described by Muchnic (1989) and Plagens (2003). Kouri had the repu-
tation of a collector who never asked for discounts (Engdahl 2009, 78).s However, about 10% of
the invoices show that some galleries, including Sharpe, Sperone Westwater and Barbara Glad-
stone have granted him discounts between 5 and 10%. It is probable that these galleries applied
their standard volume discounts to Kouri without his request. Gallerist Anthony Brown of Con-
naught Brown remembered that Kouri was a quick decision-maker.’® Several sources say that
Kouri occasionally purchased artworks based on just photographs immediately after the works
were offered to him.” This must be seen in the context of the late eighties’ art market, where ac-
tive collectors but also speculators purchased works of the most popular artists before seeing
the work itself (Hirvonen 1999).

Table 1. Kouri’'s purchases from prestige galleries.

GALLERY FIRST TOTAL EXAMPLE WORKS

NAME PURCHASE WORKS

Marlborough | Mar 1988 17 Kitaj: C.B.D. Pregnant

Leo Castelli Jan 1989 9 Flavin: Untitled 3—5, Serra: US Government, Morris: Corner Piece
Mary Boone | Jan 1989 10 Polke: Transparent 3, Kiefer: Méarkischer Sand, Kounellis: Untitled 1988
Lelong Mar 1989 5 Laib: Milkstone, Tapies: M. Blanc

B. Gladstone | Apr 1989 7 Kapoor: Void #2, Kounellis: Untitled 1989, Merz: Untitled (Igloo)

M. Goodman | Aug 1989 15 Oldenburg: Model Structure, Kiefer: Zim Zum, Anselmo: Oltremare
Pace Sep 1989 5 Serra: Stern Post, Schnabel: Fox Farm, Irwin: Untitled

Gagosian Jan 1990 7 Stella: Sidney Guberman, Andre: Massicciata, Serra: Plunge

14 Interviews of Kaj Forsblom 28 September 2018, Jorma Ollila 23 March 2018 and Bjérn Wahlroos 13 January 2022.
All knew the Kouris well and state that Mrs Kouri did not actively participate.

15 In addition, three interviewees who prefer to remain anonymous have confirmed this.

16 Interview of Gallerist Anthony Brown, 10 February 2020.

17 Mail interview of a Kouri Capital Oy ex-employee, 7 December 2017 and interview of Kouri’s friend, 1 December
2019; both prefer to stay anonymous.
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Kouri bought virtually all his works from galleries, only one early purchase was from an auction.
Kouri’s first purchases were from Marlborough and Waddington in London in 1988, whereas the
other prestige galleries were based in New York. Kouri began purchasing from Pace and Gago-
sian during his last months of collecting, and they provided several works of upper price cate-
gories by Serra and Stella. In total, Kouri’s works came from 47 galleries, the largest providers
in monetary terms were Mary Boone, Forsblom, Gagosian, Gladstone and Marlborough. But in
terms of the number of works, the Russian art specialist Nakhaminin in New York (not operative
anymore), had the largest share, 19%. Kouri has told that he knew personally all the gallerists
whom he considered ‘significant’: Mary Boone, Marian Goodman, Arne Glimcher (Pace), Anthony
d’Offray, Jean Fremon (Lelong), Leo Castelli and Barbara Gladstone, the latter who he called “my
guide” (Rossi 1992). Kouri purchased works from twelve galleries that belong to the prestige
(Fraiberger 2018) or most influential category; the largest prestige galleries are shown in Table 1.

Kouri (1996, 278) says in his memoirs that he purchased the Anish Kapoor Void #2 in 1988,
which he described as “life-changing”. In fact, gladstone exhibited Kapoor during 1-29 April
1989 and the bill is dated 25 April, which is virtually at the midpoint of the 30-month collect-
ing period. Table 2. compares the measurable properties of Kouri’s collecting mode before and
after purchasing the Kapoor work. During the first half, Kouri acquired on average six works a
month. During the second half, the monthly volume had grown to nine works, and the average
purchase price had almost tripled to $210,000. The reference group’s average purchase volume
is one work per month, thus Kouri was a very active collector. Another example of an active col-
lector is Peggy Guggenheim, who purchased approximately three works a month for her pri-
vate collection.” The prestige galleries accounted for 22% of Kouri’s purchase value during the
first half and grew to 49% in the second half.

Table 2. Differences between Pentti Kouri’s collecting mode in the first and second half of the 30-month period.
The midpoint is 25 April 1989, when Kouri purchased Anish Kapoor Void #2 sculpture.

AVERAGE WORK PAINTING SCULP/INST us WORK NUMBER NUMBER PURCHASED
PRICE PROPORT. PROPORTION ARTIST COMPLET, OF WORKS
$ % % % YEAR COUNTRIES PER MONTH
First half | 80,000 150 65 27 29 1974 13 95 6
Second 210,000 180 53 42 40 1985 15 135 9
half
Ref. NA 60 49 1 NA NA 8 avg. NA 1
group

During the first 15 months, 65% of Kouri’s purchases were paintings. This lowered to 53%, which
is close to the reference group average. Meanwhile, the proportion of sculptures and installa-
tions grew fast." Kouri appreciated large works that “claim their space”> The average height*
of the works purchased grew from 150 to 180 cm, while the reference group’s average height is
only 60 cm. The proportion of works by US artists grew from 29 to 40%, but in comparison to the
reference group, many of Kouri’s artists were international across his collecting period. Kouri’s

18 Estimated from the list of works in Guggenheim, Peggy (ed.), Art of This Century. New York: Art Aid Corpora-
tion, 1942.

19 Classification of works of contemporary art is often ambiguous, so the percentages are approximations.

20 Interview of Kouri in Ketonen, Helka (ed.) 1999, 225.

21 Height of artwork has been earlier used as size measure in Velthuis (2013).
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increased focus on new works of contemporary art is reflected in the age of the purchased art-

works: the average completion year of works changed from 1974 to 1985. The average monthly

purchase prices of the works grew over time, as seen in Chart 2. Part of the growth comes from

the overall rise of art price indices, but a similar pattern along with the increase in collector’s

experience from other periods is reported also in the Art Basel & UBS survey (MacAndrew 2022).
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Chart 2. The average monthly purchase price of purchased artworks in dollars (vertical axis) from February 1988

to July 1989 (months 1 to 30 on the horizontal axis).

Kouri spoke of his tendency to get tired of artworks: “there is much art that gradually dies on

your wall,” and stated that he had “made many mistake purchases before finding what to fol-

lowin art” (Rossi1992).In 1992, Kouri said in an interview that he was interested in minimalism,

arte povera, spatial art, and conceptual art (Rossi 1992). He also listed the artists he was most

interested in: Serra, Beuys, Richard Long, Andre, Judd, Flavin, Turrell, Irwin and Nauman.>* Back

in July 1990, Kouri’s collection was not as consistent. Works of all the art movements and art-

ists he mentioned in the 1992 interview, except for Turrell, were present in the collection, but it

also comprised many other artists and styles. The artist most present in the collection was the

Russian Oleg Tselkov (born 1934) (average purchase price 60,000 dollars). His works accounted

for 7% of the total work count, while 3% of the works were from Serra. This reflects the typical

pattern in the reference group: the artist with the highest number of works has on average 14%

share, but the collector’s favourite artist has only a 4% proportion.

There are several famous artists whom Kouri never wanted in his collection. In 1988, the Gal-

lerist Forsblom offered Kouri two large Warhol paintings. Kouri considered them but declined

the offer to buy them.” Kouri also didn’t own works by Jeff Koons or Georg Baselitz. Kouri has

stated that these artists are problematic in his opinion - instead, he was looking for “original

insights” (Rossi 1992). According to people who knew him, Kouri found the works of Koons

22 Rossi 1992. Kouri’s list continues: “and then Jannis Kounellis, Mario Merz, Luciano Fabro, Giovanni Anselmo and
Giuseppe Penone, Louise Bourgeois and Agnes Martin, Larry Weiner, Walter de Maria, Robert Smithson, Lothar

Baumgarten...”

23 Interview of Kaj Forsblom, owner of the Galerie Forsblom, 18 December 2019. Two other interviewees who prefer

to remain anonymous have confirmed this.
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and Warhol to be superficial and overly simple.* There is also no indication that Kouri sold or
donated any works during the collecting period. Several collectors in the reference group have
sold or donated works that they consider bad purchases, but it is difficult to estimate the size
of this activity because collectors rarely document the transactions.

6. Analysis of the art expert’s selection process and financial perfor-
mance of the collateral works

Kouri (1996, 213—214) explains in his memoirs that in the autumn of 1990, he had to apply for a
bank loan because of an erroneously written business agreement between his General Partner-
ship and the bank, Postipankki. The bank agreed to grant Kouri a loan using part of the artworks
as collateral and assigned Tuula Arkio (MA) as an art expert to select the works. Arkio was the
director of the Museum of Contemporary Art in Helsinki but worked on an independent basis
for the project. The collateral sum was circa 20 million dollars, and the expert selected works at
their purchase price to match the sum.

The expert worked in Helsinki and used the Ponn Associates appraisal report and Kouri’s
own list which classified the 240 artworks into three categories: Contemporary, Classical, and
Russian.’ According to her memoirs (Arkio 2015, 256), interview (Kokko 2009), and archive
documents, Arkio used the following selection criteria: the works had to be capable of preserv-
ing their market value and suitable for auctioning in genre groups such as minimalism and pop
art. Further criteria were artistic value® and that the total set of works was required to form a
valuable collection if sold as a whole.”” However, a document from November 1990 shows that
the expert started by eliminating sixteen artist names not suitable for collateral purposes: “most
of the works in the contemporary category are by well-known international artists,” but “there
are also artists without broad international recognition whose works would probably be diffi-
cult to sell in art markets.””® In the same document, Arkio did not recommend the Classical or
Russian works for collateral purposes, with minor exceptions. The average purchase price of
Kouri’s works was 160,000 dollars, while the price level of the works by the “16 less-recognized
artists” and by the Classical and Russian artists were fractions of it, see Table 3. Arkio has men-
tioned “around ten works of the highest artistic value,”” which most probably means the eight
artists and works listed in a handwritten archive document with names such as Bacon, Kiefer,
and Serra.* The average price of these top category works is twelve times higher than the low-
est category works.

24 Interview of Kaj Forsblom, Owner of the Galerie Forsblom, 18 December 2019.

25 “Compiled Collection for Postipankki”, undated, 29 pages. Tuula Arkio Archive. Archive Collections, FNG.

26 “Postipankin hallussa oleva Pentti Kourin taidekokoelma.” Arkio Letter to Tytti Isohookana-Asunmaa 5 Septem-
ber 1993. Tuula Arkio Archives. Folder 14, Finnish National Gallery.

27 "Asia: Pentti Kouri Collection”. Mail: Arkio to Postipankki 17.4.1991, 1-2. Tuula Arkio Archives. Folder 14, Finnish
National Gallery.

28 ‘Asia: lausunto taidekokoelmasta.’ Letter from Tuula Arkio to Matti Niemi of Postipankki 8 November 1990. Folder
14, Tuula Arkio Archive. Archive Collections, Finnish National Gallery.

29 “Postipankin hallussa oleva Pentti Kourin taidekokoelma.” Arkio Letter to Tytti Isohookana-Asunmaa 5 Septem-
ber 1993. Tuula Arkio Archives. Folder 14, Finnish National Gallery.

30 “PK ei halunnut.” Tuula Arkio Archives. Folder 14. Undated, handwritten paper by Tuula Arkio. Estimated No-
vember 1990.
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Table 3. Reconstruction on how the art market expert classified the potential artists selected from Kouri’s private
collection for the bank loan collateral. Kouri’'s overall average work purchase price was 160,000 dollars.

CATEGORY NUMBER NUMBER AVERAGE EXAMPLE ARTISTS
OF OF PURCHASE
ARTISTS WORKS PRICE
(USD)
Works of the highest artistic value | 8 8 520,000 Bacon, Beuys, Deacon, Holzer, Judd,
Kiefer, Oldenburg, Serra
Contemporary artists with 53 130 230,000 Anselmo, Caro, Clemente, Flavin, Kounellis,
recognition R. Long, Nauman, Salle, Tapies
Classical artists 7 9 56,000 Arman-Jean, E. Benner, Hacker, lIsted,
Picabia, D. Sharp
Russian artists 13 54 45,000 Kalinin, Komar & Melamid, Lebedev, Sokov,
Tselkov, Yankilevsky
Contemporary artists of limited 16 39 43,000 Campbell, Cornell, Goldstein, B. Greene, N.
recognition Dryer Ferren, Heeks, Maxim, Zafiga

No version of the art expert’s list of collateral works has survived, but an attempt to reconstruct
itisin the Appendix. The reconstruction of 41 works is based on three sources. The first is Arkio’s
handwritten remarks on Kouri’s own catalogue of his collection works.? The second is a typed
letter from the bank to the expert which probably contains the final sum of the collateral works’
value in handwriting.® The third source is Arkio’s spoken and written statements on her art pref-
erences, such as her high appreciation of Richard Serra.» The sources provide partly conflicting
information, so reconstruction might be inaccurate. However, the total market value of the re-
constructed art expert list differs only by 0.3% from the handwritten figure in the mentioned
letter from the bank. The expert list for the collateral comprised works only from the catego-
ries of works representing the highest artistic value and the recognised contemporary artists.

Table 4. Comparison of measurable properties between Kouri’s private collection, the art expert’s list of collateral
works and the reference group of 60 collections.

AVERAGE AVERAGE FEMALE WORK WORK LARGEST NUMBER PAINT- SCULPT.
COM- WORK ARTIST TIME AVG. ARTIST OF INGS AND
PLETION PRICE* SHARE SPAN SIZE* COUNTRY ARTISTIC % INSTALL.
YEAR OF [VE)») (YEARS) CM SHARE MEDIA %
WORKS %
Kouri private | 1979 240 160,000 9% 114 160 35US 6 55 39
collection
Art expert list | 1983 41 460,000 1* 27 190 70 US 2 20 80
Reference NA 280 NA 15% 105 60 NA 4 48 12
group
Notes * * *
Rounded Jenny Height
Holzer

31 “Compiled Collection for Postipankki”, undated, 29 pages. Tuula Arkio Archive. Archive Collections, FNG.

32 Untitled letter from Matti Niemi to Tuula Arkio 21 November 1990. Tuula Arkio Archive. Archive Collections,
FNG. The handwritten figure is slightly higher than the collateral value set by the Bank.

33 In most of Arkio’s proposals for alternative compositions of the collateral work list during 1993-1995, Serra has
the largest share. Arkio expressed her preference for Serra also in a telephone interview 1 December 2017.

34 Untitled letter from Matti Niemi to Tuula Arkio 21 November 1990. Tuula Arkio Archive. Archive Collections, FNG.

102



NJB Vol. 73, No. 2 (Summer 2024) Professor Kouri’s Art Collection: Purchasing Process, Collecting Mode,...

Table 4. compares the measurable properties of Kouri’s collection and the art expert’s list of
works. It also includes data from the reference group of 60 collections. The average market price
of works in the expert list compared to Kouri’s private collection is almost three times higher,
as it includes works like Lichtenstein’s Modular Painting (1970), Frank Stella’s Sidney Guberman
(1963), and the Bacon painting. Kouri preferred museum-size works, but the expert selected
even larger works averaging almost two meters in height. Kouri’s works were from a period of
114 years, whereas the expert’s collection is exceptionally coherent with its 27-year period; the
expert also preferred new works. In terms of media, the expert list focuses on sculpture/instal-
lations and paintings only, while Kouri’s collection also included photography, drawings, and
video. The expert had a very strong focus on US artists, while Kouri had favoured a very inter-
national set of artists. Jenny Holzer is the only woman among the 28 artists in the expert collec-
tion, while 9% of the private collection’s artists were women.

Kouri requested significant changes to the expert’s list of collateral 40 works so that the loan
agreement signed in January 1991 comprised 63 works while keeping the total monetary value
constant. Postipankki did not have previous experience of using art as loan collateral but ac-
cepted the works against the loan with a 50% valuation, which was the typical margin for physi-
cal collaterals. Kouri requested further changes over the next years until 1993 when the market
value of the pieces had fallen to 7 million dollars or by 65%, as estimated by Sotheby’s.3 It is not
possible to estimate the performance of Kouri’s whole private collection because the non-collat-
eral works were not sold or appraised during the research period; they did not belong to price
indices either. The loan was exceptionally large, about 10 million dollars, while the typical art-
backed loan in the USA in the eighties was half a million dollars (Matchett 2017).

Kouri could not pay the loan back and Postipankki had to start liquidating the works. The
bank considered auctioning but also offered the collateral works in 1993 and 1994 to several
potential buyers, including the Museum of Contemporary Art in Helsinki without success. The
bank considered also donating the works to the museum, but regulation of collateral-based
loans ruled the idea out.*® In June 1997, The Ministry of Culture and Education proposed to the
State of Finland the purchase of 61 collateral works for the new Museum Contemporary Art,
Kiasma.” The Ministry’s proposal included a statement by Markku Valkonen, the director of the
Finnish Fund for Art Exchange (FRAME). According to Valkonen, the artists belong to the most
significant post-war names and the works make a clear narrative of the period; he concludes
that there will probably never be an opportunity to purchase a similar set of works again. The
purchase agreement was signed in July with a price of 6 million dollars.?® During the total col-
lateral period, the annual market performance of the collateral works was approximately -14%.
Meanwhile, the Dow Jones Index grew by 13% annually in the same period. Art prices started
growing again in 1997, almost immediately after the collateral works were sold to the Kiasma
Museum. In the following years, Kouri started collecting again and was an active participant in
the international art world until his death in 2009.

35 Liite. Talouspoliittinen ministeriovaliokunta. Esityslista 24 June1997. National Archive, Ministry of Finance Ar-
chive III.

36 Telephone interview of a Postipankki director; requested anonymity. 1 December 2017.

37 Merkittdvdn taidekokoelman hankkiminen nykytaiteen museolle. Talouspoliittinen ministerivaliokunta. Esityslista
24 June 1997. National Archive, Ministry of Finance Archive III.

38 Kauppakirja. Salainen, 3 July 1997. Ministry of Education Archive: 5/660/97 (in FIM the price was 26,000,000).
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7. Conclusions

The study findings complement and fill gaps in the existing literature concerning Professor
Pentti Kouri’s art-collecting activity by Engdahl (2000), Aarnio (ed. 2008), and Tuovinen (2018),
particularly within the domain of art business. Kouri was an exceptional collector. In compar-
ison with the 60-collection reference group, the number of works he purchased monthly was
almost ten times higher and his budget was large on a global scale. Kouri’s statements show that
he especially appreciated large works, they were three times higher than the reference group
average. Large works tend to command higher prices, but Kouri was ready to pay the premium.
Kouri had a set of preferred artists of high international standing, including Serra, Beuys and
Judd. Meanwhile, he kept purchasing works by less recognised artists, but he never mentioned
them in his interviews or writings. Kouri did not use advisors in selecting works, but he had close
relationships with the world’s leading galleries, such as Gladstone, Gagosian and Pace. Kouri’s
purchasing strategy of confining to galleries only is rare, most collectors in the reference group
buy works from three types of sources, including other collectors, artists, and auctions. Kouri’s
initial collecting motive may have been home decorating, but he quickly became a serious art
enthusiast and there is a common notion that Kouri did not have investment motives. Based on
the research literature (Baekeland 1994, Formanek 1994 and Deloitte 2014), it seems that most
collectors of valuable artifacts have financial motives, but they are secondary priorities, while
pure profit-seeking or total disinterest in money are rare. The results of the present study indi-
cate that during the collecting period, Kouri belonged to a fraction of collectors with no invest-
ment motives. However, when he took the bank loan using artworks as collateral, the financial
value of the works became relevant to him.

Kouri owned real estate and stock in addition to art (Saukkomaa 1991), but the total amount
of assets and their allocation are not known. According to the study of Campbell (2008), a pro-
portion of art brought portfolio diversification benefits over the period of 1980-2006. Kouri’s
timing was unlucky in that he started purchasing in 1988 when the market price indices had
been rising for several years already. The peak price year was 1990, after which the market value
of the collateral works went down until 1993 by over 60%. Thus, the diversification benefits did
not happen in the Kouri case, and he lost artworks worth 20 million dollars in purchase value
terms. The banklost at least four million dollars with the loan agreement. Art price indices started
recovering after the works were sold to the Finnish Government in 1997. A managerial implica-
tion for collectors and other buyers of art from the Kouri case is that diversification of purchases
over a longer time can help manage risks of paying excessive prices and buying sub-standard
works. Similarly, diversifying purchases into multiple sourcing channels and using several types
of advisors can lower average buying prices and increase work quality.

Kouri made many statements about his collecting but most often he mentioned the strong,
“life changing” art experience when he saw the Anish Kapoor sculpture Void #2, which changed
his purchasing mode in the middle of the 30-month period. Private collectors have often re-
ported about experiences that changed their art view and collecting, but there is no previous
research on what the real impact on their purchasing mode was. Kouri’s purchasing mode in
the periods before and after seeing the Kapoor piece was clearly different in many ways, but it
is not possible to observe any immediate change. Instead, Kouri’s collecting mode was already
evolving towards new works of higher price categories by established artists from influential
galleries. In addition, Kouri mentions incorrectly the year of the event in his memoirs, and he
even set Void #2 as part of the bank loan collateral (which made him lose the work). In art col-
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lecting research literature, the accumulating process is customarily divided into logical phases,
such as the Quodbach (1998) four phases model of the Frick Collection history. In the Kouri
case, there is no evidence to suggest that he moved to a new phase after the Kapoor event. If the
whole nine-year period of the Kouri case should be phased, a simple model would be: collect-
ing 1988-1990 and divestments 1991-1997.

The bank’s art expert has afterward stated that she selected the collateral works with a cri-
terion based on the properties of the artworks, but the original documents reveal that the first
selection criterion was the artist’s reputation. An attempt was made to reconstruct the expert’s
perceived artist hierarchy. The bottom category of the five-tier hierarchy is artists with “low in-
ternational recognition”, while the highest category comprises artists representing “the high-
est artistic quality”. The collateral works were selected only from the two top categories where
most artists belong to art market indices (like Campbell 2008) and their works to the highest
price brackets. Thus, for the expert, artworks’ market prices concurred with the artists’ reputa-
tion and the works’ artistic value. The findings are in line with the primary and secondary mar-
ket studies of Velthuis (2013), Schonfeld & Reinstaller (2007), Campos & Barosa (2009) and Mei
etal. (2022). In the present study, the positive relationship between artistic value and price was
verified in a collection for the first time, but further research is needed to understand the pattern.

There are no previous studies of collecting processes using indicator-based methods, but for
example, Tuovinen (2017) has scrutinised the structural properties of art collections with indi-
cators. Collecting is a process, thus the relevant indicators are of a flow nature, while indicators
on collection structure are of stock type. In the present study, indicators were used to analyse
both the collecting process and collection structures. It seems that most indicators can be used
in stock and flow analysis, but indicator values as such are seldom meaningful, the analysis must
be complemented with other information.

The archive documents are to some extent incomplete, and there is no reliable data availa-
ble on Kouri’s collecting activity in his companies outside the USA or his post-1990 collecting.
Also, documents owned by the bank will probably be kept confidential infinitely. Neverthe-
less, the available documents open a unique view to the thinking of art market participants,
such as the art expert’s view on the relationship between artistic and financial values. Regard-
ing the interviews, many case participants were not anymore available, including the collector
himself, which is a major limitation of the study. However, the interviews, archives, and other
sources made up for each other’s gaps to an extent. The study process can be repeated with the
archive material and other textual sources, but only part of the interviews can be repeated. The
current Kouri Collection in the Kiasma Museum is the most important public collection of in-
ternational contemporary art in Finland and unique in the Nordic area. Thus, in the interest of
future art market researchers and art historians, it is important to save now all available inter-
views and other information.

Further research is needed to understand collectors’ tendency to purchase works of increas-
ingly higher price over time. Kouri’s average work purchase prices almost tripled between the
first and second half of the 30-month collecting period, and several collectors’ data in the refer-
ence group show a similar pattern. The art expertise and confidence of collectors tend to grow
along with experience, but there probably are other factors as well. It is possible that similar
patterns can be observed in other categories of luxury consumption. Also, the process through
which Kouri lost part of his collection should be analysed together with other divided collec-
tions such as Nordea Bank, The Fleming Foundation and Veikkaus (Finnish betting company)
in the context of Divestment Studies. There seems to be a growing trend to divest art.
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APPENDIX: THE EXPERT LIST

Andre, Carl Massicciata 1984
Revel for KF 1987
Webern’s Run 1988
Anselmo, Giovanni Oltremare 1984
Senza Titolo 1989
Bacon, Francis Study For Portrait No 7 1967
Beuys, Joseph Die Wahrheit als Wunderkerze 1972
Deacon, Richard Double talk 1987
Untitled 1990
de Maria, Walter Large Rod 7.11 1990
Flavin, Dan Untitled 3 1989
untitled 4 1989
Untitled 5 1989
Holzer, Jenny Venice Biennale Installation 1990
Judd, Donald Untitled 1975
Untitled 1989
Kapoor, Anish Void 2 1988
Kiefer, Anselm Zim Zum 1990
Kitaj, Ronald B. To Live in Peace 1974
Kounellis, Jannis Untitled 1986
Untitled 1988
Untitled 1990
Laib, Wolfgang Milkstone 1990
Lichtenstein, Roy Modular Painting no. 6 1970
Long, Richard Grey Slate Line 1986
Drought Circle 1989
Merz, Mario Untitled Igloo 1989
Moore, Henry Reclining Figure 1965
Morris, Robert Corner Piece 1976
Nauman, Bruce Two Wolfs, Two Deers 1989
Oldenburg, Claes Extinguished Match 1987
Model Structure 1969
Rauschenberg, R. Riddles and Guesses 1967
Salle, David Lost Barn in Process 1985
Schnabel, Julian Untitled 1981
Serra, Richard Plunge 1983
Sesshu Sesshu 1989
Blackmun and Brennan 1989
House of Cards 1969
Shapiro, Joel Untitled 1987
Stella, Frank Sidney Guberman 1963
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