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Enabling and Navigating the 
Second Deep Transitions



The Deep Transitions 
Project In A Nutshell



Deep Transitions Futures Rationale

• To tackle the greatest challenges of our time, climate change and 
social inequality, tremendous levels of investment will be needed to 
transform the unsustainable systems that our societies are built 
upon.

• Business as usual and simply investing ‘more’ will not be sufficient 
to tackle these problems, we need to invest differently, a focus on 
transformative investment. 

• Deep Transitions Futures brings together academics from the 
sustainability transitions field with a Panel of private and public 
investors to take on this challenge.



Global Investors Panel



Global Investors Panel Process & Timeline

Currently, we are here.



A transformation lens on SDGs Implementation



Relational dynamics of SDGs; transformational diversity
Strong increase in Utrecht research on SDGs - News - Utrecht University 

(uu.nl)

• Total number of SDG triadic combinations 
in the network: 682 of 926 possible triads. 

• Total number of triads in network: 45 824
• The most frequent FC-ST-TD triad 

combination is: 13-17-6 (frequency = 87 
(0.19%)

Triad Category Frequency Share

1 13-13-13 TD-TD-TD 4578 10.0%

2 13-6-6 ST-ST-TD 3417 7.5%

3 13-13-6 ST-TD-TD 3214 7.0%

4 3-3-3 ST-ST-ST 2012 4.4%

5 6-6-6 ST-ST-ST 1987 4.3%

6 13-13-14 ST-TD-TD 1793 3.9%

7 7-7-7 ST-ST-ST 1050 2.3%

8 11-3-3 ST-ST-ST 987 2.1%

https://www.uu.nl/en/news/strong-increase-in-utrecht-research-on-sdgs


Deep Transitions Thinking



Modern societies consist of socio-technical 
systems provisioning basic needs.

Our ecological and social challenges and 
economic growth are generated by the totality 
of systems of the past.

These systems keep each other in place. 
Changing one system without the others 
is difficult.

For a sustainability revolution, we need to 
change multiple systems. We need a Deep 
Transition.
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Why is socio-
technical systems 
change so 
important?

System optimisation, redesign and innovation. Source: Adapted from Weterings et al 1997.
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Socio-technical 
regime

• Transitions are a shift 
from one system / 
regime to another

• What is at stake in 
socio-technical  
system change?
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Explaining systems change: the Multi Level Perspective (MLP)



Deep Transitions Dynamics: A Global View

Development surges which create meta-rules and regimes to contribute to the First Deep Transitions progression and directionality. 
Source: Schot & Kanger, 2018. 



What is the definition of a 
Deep Transition?

A series of interconnected and 
sustained fundamental transformations 
of socio-technical systems in similar 
directions, coming with surges of 
development and leading to new socio-
technical landscapes. 
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Definition of Meta-Regimes

A meta-regime is a standard or model accepted across a wider 
range of socio-technical systems. It is a preferred way and 
common sense for improving the system, supported by 
sanctions, beliefs and values. 

2nd wave
3rd wave

4th wave
5th wave

1st wave
1st wave 2nd wave



Meta-Rules of the First 
Deep Transition

 Mass-production 
 Individual mass-consumption
 Linear production
 Carbonized production and consumption
 Building global value chains
 Resource extraction 
 Externalization of social & environmental 

costs
 Nature/animals are there to be exploited
 Social benefits will come through tickling 

down effect



Meta-Rules of the Second 
Deep Transition

 Sharing economy
 Circular economy
 Low-carbon production and consumption
 Building local value chains
 Internalisation of social & environmental 

costs
 Nature/animals should be respected
 Just Transition/inclusion 
 Social benefits through addressing basic 

needs to base of the pyramid
 Resource efficiency 
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Developing three future worlds 

After the Frugal Turn Do no harm Earthshot



Transformative Investment



The Transformative Finance Problem

1. Financial gap: not enough funding for achieving sustainability transformations

2. Rigidity of financial regime: current rules and norms that structure the action of agents 
precludes more radical approaches to transformation.

3. Unfulfilled impact promises: Sustainability investing practices and strategies not delivering 
sufficient transformational impact.

• Inadequate theory of transformative change leading to ad hoc investments

• Tools inadequate to the transformative goals

• Inadequate metrics and indicators that do not capture transformation, provide the basis 
for monitoring ongoing change processes, or stimulate learning.



Rigidity of Financial Regime

Traditional finance tend to focus on 
the maximization of financial value, 
while externalizing social and 
ecological costs.

Focus on financial value

Guided by the mantra of “maximizing 
shareholder value”, fiduciary duty is 
defined excluding any other ethical 
consideration that could lead to 
investment underperformance.

Narrow view of fiduciary duty

Short term orientation

Rigid risk management practices

Due to constraints imposed by other 
principles and practices, investments 
tend to focus on short-term risks and 
returns.

Traditional risk management 
techniques can only account for 
quantifiable (short term) risks, leaving 
aside uncertainties that unfold in the 
long term.

  
   



Unfulfilled Impact Promises

Sustainable investments would 
underperform their benchmarks, and 
despite recent evidence to the contrary, 
critics argue the overperformance is due 
to traditional quality factors.

Underperformance

Sustainable investing intermediaries are 
bound to risk-adjusted wealth creation, 
so that funding would only go 
companies with higher growth 
prospects.

Wealth-creation constraint

Greenwashing

Wishful impact

ESG metrics would simply camouflage 
social and environmental impacts of 
businesses.

Investments would be made under the 
assumption of prospective positive 
impacts, without a nuanced theory of 
systemic change and mechanisms for 
monitoring and evaluating said impacts.

   
   

  
   

   
   



How can finance best be mobilized for a Second Deep 
Transition?

• How to attract more funds to transformative change?

• How to overcome regime rigidities?

• How to invest in transformations?



Tranformative investment principles

• Invest in companies, projects, programs that contribute to construction 

and scaling of niches (focus on upside/transformative potential of these 

companies)

• Invest in companies, projects, programs at junction of set of 

sustainability related meta-rules and digitalization  (and perhaps 

synthetic biology)

• Invest in building a portfolio around specific meta-rules and applications 

in specific socio-technical systems, e.g. invest in system change



Transformative investment principles

• Look for opportunities to build transformative investment bundles, 

taking into account systemic interdependencies & inter-temporal 

dynamics & complementary investments)

• Use a research led approach, that incorporates transition dynamics 

• Be an active investor, engage with niche construction & scaling

• Focus on the long-term (for ROI & impact), accept radical uncertainty



Theory of Change: A tool to operationalize system change



Twelve Transformative Outcomes for Transformative 
Investment

Building and nurturing niches Expanding and mainstreaming 
niches

Opening up and unlocking regimes 



Towards a transformative investment philosophy

 Beyond compliance with ESG standards and support for technological innovation 
(indirect impacts), to account for systemic dependencies and intertemporal dynamics.

 Geared to the long term, can cope with uncertainty and focused on generating benefits 
beyond financial return.

 Promote radical changes that are aligned with and create synergies at multiple levels in 
different sociotechnical systems.

 Coordinated beyond market dynamics, requiring transformative investment bundles 
bridging the public and private divide.

 Appraise opportunities in terms of transition dynamics, a process which would require 
new valuation methods and indicators



@Johan_Schot 
j.w.schot@uu.nl

Newsletter sign up:

Thank you 
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