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Investing with Brain or Heart?
A Field Experiment on Responsible Investment
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Socially responsible investment is increasingly prevalent in financial markets and is characterized by the inte-
gration of financial and nonfinancial objectives. This paper investigates the influence of wealth concerns and
moral concerns on individual investors’” decisions to invest responsibly. We conduct a unique natural field exper-
iment of investors in an online banking context, wherein we frame responsible investment with regard to either
wealth or morality and study investors’ subsequent behavior. We find that wealth framing is more effective than
moral framing for both information search and investment behavior. Our study contributes to the literature by
providing real-life insight into how prosocial decision making in financial markets can be promoted.
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1. Introduction

Socially responsible investment (SRI) is increasingly
prevalent in financial markets (see, e.g., Barber 2007,
Eurosif 2012, Hong and Kostovetsky 2012, Renneboog
et al. 2012). SRI refers to investments that are designed
to yield the highest possible risk-adjusted financial
return while also taking into account social, ethical
and/or environmental concerns (Sandberg et al. 2009,
Derwall et al. 2011). For distributors of financial prod-
ucts, the duality of financial and ethical objectives in
SRI presents a challenge: in order to market responsi-
ble investment products successfully, there is a need
to understand how investors weigh wealth and moral
concerns.

The starting point for this study was a Norwe-
gian bank’s desire to understand investors’ prefer-
ences for responsible investment. The bank was in
the process of introducing an ethical labeling sys-
tem for all the mutual funds it distributed, but it
needed more knowledge about what drives respon-
sible investors. By conducting a natural field exper-
iment during the bank’s introduction of the labeling
system, we offer insight into the managerial question:
What do investors really want? (see Statman 2011).

As a theoretical portal to our study, we use the
Levitt and List (2007) model of utility with wealth
and morality. This models utility maximization as
combining wealth and moral concerns, and distin-
guishes between benefits and costs related to each
of them. For responsible investment, wealth concerns
capture the individual’s tendency to be motivated by
the highest possible risk-adjusted financial return (see
Markowitz 1952). Investors may thus see responsible
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investment as an opportunity for equivalent return at
relatively lower risk or higher returns for the same
level of risk compared with other funds (see Beal
et al. 2005). Moral concerns capture the individual’s
tendency to be motivated by attaining moral benefits
or avoiding moral costs. Examples of such concerns
are status, the ability to act in accordance with one’s
beliefs and values, and the ability to contribute to the
well-being of others (see Meier 2007). Investors may
thus see responsible investment as an opportunity to
enhance one’s status, to express a prosocial lifestyle
or to achieve prosocial goals.'

We aim to investigate how wealth concerns and
moral concerns influence an individual investor’s
decision to invest responsibly. To do so, we measure
differences in investment behavior after the framing of
the decision as related to either wealth or morality. It is
well established that framing information differently
can systematically affect the actions decision makers
subsequently take (Dunegan 1993, p. 491; Markovitz
et al. 2011).> Consider the following analogy. One is

! The combination of wealth and morality concerns is mirrored in
the literature on prosocial and proenvironmental consumer choice.
For instance, Griskevicius et al. (2010) find that status concerns
drive proenvironmental purchases, while Goldstein et al. (2008)
find that social norms drive proenvironmental consumer behav-
ior. In contrast, Gallagher and Muehlegger (2011) find that well-
designed and well-communicated financial incentives promote
proenvironmental purchases.

2For instance, Brown et al. (2008) have demonstrated that when
consumers evaluate annuity products, annuities are less attractive
when they are framed as “investments” than when they are framed
as “consumption” (see also Brown et al. 2016).
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faced with the decision of whether or not to purchase
an electric car. The decision could be considered in
(at least) two ways. The decision could be framed as
an economic one and, thereby, highlight economically
relevant issues, e.g., electric cars have superior fuel
economy; electric cars qualify for an income tax credit;
and electric cars have free parking. Alternatively, the
decision could be framed as primarily an environ-
mental issue, e.g., owners of electric cars contribute
less to global warming; and electric cars use renew-
able materials and energy. The mechanism at play is
that providing potential buyers with either economic
or environmental information may lead them to con-
sider the decision as being primarily either economic
or environmental. This opens up a potential avenue
for experimental investigation by comparing the effec-
tiveness of each of the two decision frames.

The context of our investigation is a natural field
experiment of investors in an online bank.> We were
allowed to design our experiment as part of the
online communication of the Norwegian bank Skan-
diabanken during the bank’s implementation of an
ethical labeling system for mutual funds.* The bank
labeled all the funds it distributes as either responsi-
ble (“green”), neutral, or nonresponsible (“red”). We
randomly assigned 140,000 investors into two groups
and provided them with differently framed informa-
tion. We thus constructed two experimental groups:
wealth-frame investors, who received financially framed
information; and moral-frame investors, who received
morally framed information. In addition, we con-
structed a control group of 50,000 investors who were
not subject to the treatment. We investigated differ-
ences in investors” behavioral responses following the
framing.” We measure the responses both for informa-
tion search (measured by the number of clicks from an
email newsletter to a website with additional infor-
mation about responsible investment) and for invest-
ment behavior (measured by changes in the investors’
mutual fund portfolios). Hence, in our setting, the
effectiveness of financial and moral framing, respec-
tively, of responsible investment serves as a measure
of how investors” dual concerns influence their invest-
ment behavior.

3Even though our sample comprises both customers who own
mutual funds and those who do not, we henceforth refer to all
customers as “investors.”

* The details of the labeling system are outlined in the experimental
design section below.

°In a similarly designed field experiment on labor force partici-
pation, Liebman and Luttmer (2011) find that after providing one
randomized group with relevant information about Social Security,
the labor force participation of this group increased by 4% relative
to the control group. However, in our design, randomized groups
receive two different types of information, and we measure the
effectiveness of the treatments compared with the control group.

Numerous studies have assessed the performance
of SRI funds (see, e.g., Bollen 2007, Kempf and
Osthoff 2007; Renneboog et al. 2008, 2009; Hong
and Kacperczyk 2009). However, fewer studies have
investigated the dual nature of investor motives—
the combined desire for financial returns and non-
wealth returns such as moral benefits and status. Prior
lab experiments have suggested that moral or value-
expressive benefits are of primary concern to respon-
sible investors (Webley et al. 2001, Statman 2004,
Beal et al. 2005, Glac 2009, Barreda-Tarrazona et al.
2011). Furthermore, Bollen (2007) finds that investors
are more loyal to poorly performing SRI funds than
to poorly performing regular funds, which suggests
that investors emphasize morality. Finally, Hong and
Kacperczyk (2009) find that social norms have an
impact on investment decisions, whereas Hong and
Kostovetsky (2012) find that there is a relationship
between investors” political values and their inclina-
tion to invest responsibly. Taken together, this sug-
gests that morality matters for investment behavior.

However, our results show that wealth framing
is more effective than moral framing in making in-
vestors engage in responsible investment. We find
that wealth-frame investors click 13% more often and
buy 21% more green funds than do moral-frame
investors, and both experimental groups engage more
in responsible investment than do investors in the
control group. Our study thus shows that wealth con-
cerns are primary to investment behavior, but that
both wealth and morality influence the decision to
invest responsibly.

Our contribution is at least twofold. First, we pro-
vide insight into actual prosocial behavior in financial
markets, which is valuable because of the economic
and societal significance of those markets (see Hong
and Kacperczyk 2009). When investors are faced with
the dual nature of responsible investment products,
they act with both brain and heart, but wealth con-
cerns remain primary to the decision. Second, our
findings have practical implications for financial insti-
tutions that design and market responsible invest-
ment products and for policy makers who may aim to
promote such investment. Individual investors should
be provided with financially sound arguments for
investing responsibly.

The remainder of the paper is structured as follows.
First, we outline our theoretical framework. Second,
we account for our experimental design. Third, we
present our results. Finally, we draw conclusions.

2. Theoretical Framework

The Levitt and List (2007) model distinguishes be-
tween two broad categories of benefits (and, con-
versely, costs) that apply to responsible investors:
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financial benefits and benefits related to morality.
Levitt and List model an individual i whose utility U
is additively separable into utility from wealth ben-
efits, W, and from moral benefits (or the absence of
moral cost), M. The utility function for individual 7 is

U(a,v,n,s)=Wa,v)+ Ma,v,n,s).

The wealth component, W, is a function of the
choice of action, a4, by the individual. Furthermore,
it is a function of the stakes or the monetary value,
v, of the choice. The higher the monetary value, the
greater the choice affects W. On its own, the wealth
component, W, represents a pure wealth-maximizing
choice, that is, the investors aim to maximize their
risk-adjusted returns (see Markowitz 1952).

The moral component, M, also depends on the
choice of action, a. Again, the monetary value, v, of
the choice influences M. In the model, the financial
externality of action a, which influences the moral
benefit or cost of the action, increases with higher
stakes v. There may also be social norms for or against
the action, which are denoted n. The stronger the
norm, the higher n is, thereby increasing the moral
benefit or cost. Finally, the moral payoff is influenced
by the extent to which the action is scrutinized, which
is denoted s. Generally, the moral benefit or cost
increases with higher levels of s.

In our setting, we can contrast buying green funds
(choice of action a = g) to buying red funds (choice of
action a =r). For the wealth component, the stakes v
of both choices reflect the investment’s payoff. For
a=g, the externality in the moral component M
is positive; thus, the moral benefit increases with
higher v. For a=r, the externality is negative, and
thus the moral cost increases with higher v. For a =g,
the stronger the social norm n for investing responsi-
bly, the more the moral benefit increases. Conversely,
for a =r, the stronger the social norm n against invest-
ing in nonresponsible funds, the more the moral cost
increases. Finally, for a =r, if there is scrutiny, s, by
others, the moral cost increases. If scrutiny is present
for a = g, there may be a moral cost due to the impres-
sion that the person is acting responsibly for rep-
utational concerns. In this case, the potential moral
benefit of investing responsibly could be offset by the
mixed signal of the behavior. In the following, we
account for how our experimental design measures
the components used in the Levitt and List model.

3. Experimental Design

3.1. The Experimental Setting

Ideally, an empirical investigation of financial deci-
sion making should be conducted in an actual
investment setting, without losing control over the

studied behavior. To obtain this combination of real-
ism and control, we carried out a field experiment
in an online banking setting.® Field experiments are
increasingly used to explore economic phenomena
(see, e.g., Harrison and List 2004, List 2006, Alevy
et al. 2007, Levitt and List 2007, Benz and Meier 2008,
Card et al. 2011). Our experiment is a natural field
experiment, because the environment is one where the
subjects naturally undertake the studied behavior and
where the subjects do not know that they are in an
experiment (Harrison and List 2004).

Our field experiment was carried out in the Norwegian
bank Skandiabanken (http: //www.skandiabanken.no)
—an online retail bank with several hundred thou-
sand customers. It offers a wide range of services in
transactions, lending, saving, money market accounts
and insurance, and distributes mutual funds online.
The funds are managed by other financial institu-
tions, i.e., Skandiabanken does not manage its own
funds.

The setting for our experimental study was Skandia-
banken’s implementation of a system for the ethical
labeling of mutual funds. Skandiabanken classified
all of its mutual funds into three categories based
on the degree to which ethical concerns are taken
into account in the design and management of the
mutual funds. The mutual funds offered to investors
remained the same as before, but new information
about the mutual funds’ ethical qualities was provided
alongside traditional financial information. Hence, the
ethical labeling implied a reclassification of existing
investment products, rather than the addition of novel
products.

The labeling system was designed as follows. Three
levels of ethical quality were distinguished, and each
given a symbol. First, the “ethically problematic”
mutual funds were labeled with a red warning sign.
In Figure 1, the mutual fund BlackRock Continental
European Flexible is labeled with the red warning
sign. This indicates that the fund includes invest-
ments that investors might find ethically problem-
atic. The investor can retrieve additional information
about why the fund is labeled red by clicking the
red warning sign. Second, the neutral funds were not
labeled, i.e., they did not have a symbol. For instance,
Fidelity Japan Advantage in Figure 1 is classified as neu-
tral. This indicates that the fund is not seen as prob-
lematic from an ethical point of view, and nor does it
have a responsible profile or ethical focus. Third, the

¢ Conducting field experiments in collaboration with businesses
is an approach described as “particularly attractive” for future
research by Levitt and List (2009, p. 15), who add: “We envision
that rapid growth will occur in this area, both as firms realize how
field experiments can help their business, and as academics deter-
mine how to effectively foster productive win-win relationships
with firms.”
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Figure 1 (Color online) Excerpt from Skandiabanken’s List of Mutual Funds (Edited with English Headings)

Eund name Ethical N 1d 1u im 6m i &r Morningstar
labeling w 9 % % % % Rating v

Average: 0.1 -0.8 -1.5 -0.9 5.3

£ Flexib & 1241 EUR 0.9 0.8 -0.1 4.1 126 khkkkk

(» ng Marke 491.88 SEK 0.9 -0.2 -3.1 0.2 8.1 *kkkk

C ng Mar 22543 SEK -0.6 1.2 0.1 3.3 17.0 *kkkk

(> 286,66 SEK 1.5 -0.4 -24 -26 55 kkkkk

C [ 156243 NOK 0.4 -0.8 -0.8 -3.5 0.7 *kkkk

nTmTmo

Source. Used with permission from Skandiabanken.

responsible funds were labeled with a green leaf. This
category comprised mutual funds that were actively
engaging in an SRI approach (for instance, the inclu-
sion or exclusion of funds based on ethical criteria; so-
called positive and negative screening, respectively).”
In Figure 1, Delphi Europe is classified in the green
category. At the time the labeling system was intro-
duced, the bank offered 468 mutual funds, of which
35 were labeled green, 284 were labeled neutral and
149 were labeled red.

Table 1 presents summary statistics for the two ex-
perimental groups. Panel A shows statistics for all
investors who received the email. In panels B and C,
we split the sample into investors who owned mutual
funds at the start of the experiment and those who
did not. When we compare owners with nonown-
ers, we find that mutual fund owners are younger,
wealthier and have purchased more products (of all
varieties) in the bank. To assess the randomization,
we compare the statistics for the two experimen-
tal groups: wealth-frame investors and moral-frame
investors. The randomization has been successful, as
indicated by the small discrepancy in the means in
each of the columns.

3.2. Details of the Experimental Design

Our experimental treatment relates to the information
provided to investors about the new labeling system.
This was the first time the investors received infor-
mation about responsible investment from the bank.
Thus, we influenced the initial information made
available to investors. At the introduction of the label-
ing system, all the investors who subscribed to the
email newsletter received this information therein.

7In fact, the green category comprises two levels of “greenness,”
represented by one green leaf and two green leaves, respectively.
Both of these categories fall within the definition of SRI. However,
the number of funds in the “two-leaves” category and the trading
activity in those funds are negligible. Therefore, we treat these two
categories as a single “green” category. Our results are also robust
when distinguishing between the funds that are labeled with one
and two green leaves, respectively.

86.16 NOK 0.7 0.1 -1.5 114 124 *kkkxk
42.03 SEK 0.5 -0.7 -1.1 6.3

8.9 *kkkk
8.29 EUR 0.6 -0.5 -3.5 129 7.9 dkkokk

15378.00 JPY 0.1 -3.6 -5.1 -4.7 -1.8 *kkk*k
10.91 EUR 1.1 1.2 -0.5 7.0 11,1 *kkkk

We designed two versions of the newsletter to cre-
ate two experimental groups. The information was
tailored to frame the decision financially (i.e., the
wealth component) and morally (i.e., the moral com-
ponent), respectively. In addition, we constructed a
control group of 50,000 investors who did not receive
the newsletter, and therefore were subject to nei-
ther the wealth frame nor the moral frame. In each
newsletter, there was a link to a website with more
information about responsible investment. The web-
sites were customized in a way that was consistent
with the framing. Figure 2 shows the wealth treat-
ment, and Figure 3 shows the moral treatment. On
the left-hand side of each figure is an excerpt from the
newsletter, and on the right-hand side is an excerpt
from the customized website. The text inside the red
squares is the manipulated information.®

All the information provided to investors was rel-
evant and reliable, i.e., both newsletters included
accurate information about the investment product.
However, it differed with respect to which aspects of
responsible investment were emphasized. In design-
ing the two treatments, we attempted to attain similar
information quality, even though the type of infor-
mation in the two treatments differed somewhat. For
instance, appeals to moral concerns may often be
based on “softer” types of information than appeals
to wealth concerns (see Petersen 2004). To compare
the information quality of the two treatments, we con-
ducted a randomized experimental survey on a sam-
ple of Skandiabanken customers (1 = 201). The results
showed no significant differences with respect to the
novelty (Cox and Cox 2002), relevance (Klar 1990),
or believability (Beltramini 1982) of the information
in the newsletters (see the appendix). This suggests
that the information quality in the two treatments

8 We translated this text from Norwegian to English. However, the
text that does not pertain to socially responsible investments is
reprinted in Norwegian. This text was similar in both versions.
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Table 1 Summary Statistics

Number of Number of unique Number of
observations Female (%) Age Net wealth products in the bank mutual funds
Panel A: All investors
All investors 142,073 41.0 34.9 44,701 3.03 0.45
Wealth-frame investors 71,037 411 35.0 44,399 3.03 0.46
Moral-frame investors 71,036 409 34.9 45,003 3.03 0.44
Panel B: Mutual fund owners
All investors 13,149 28.0 34.7 64,192 6.28 4.84
Wealth-frame investors 6,644 27.8 34.7 64,352 6.28 4.89
Moral-frame investors 6,505 28.2 34.7 64,028 6.29 4.79
Panel C: Mutual fund nonowners
All investors 128,924 423 36.6 42,713 2.70 0
Wealth-frame investors 64,393 425 36.6 42,341 2.69 0
Moral-frame investors 64,531 42.2 36.6 43,085 2.70 0

Notes. The table presents summary statistics for our sample at the start of the experiment. We report the means of the variables. Net wealth is the total balance
of all accounts, including any deductions for negative balance due to a high mortgage or credit card debt. Unique products in the bank refer to the total number
of different products in the bank. Mutual funds refer to the number of different mutual funds owned by the investor at the start of the experiment.

is comparable; however, the results should be inter-
preted prudently.’

In the wealth treatment, responsible investment
was framed as a financially attractive investment op-
portunity. In light of the Levitt and List (2007)
model, this treatment corresponds to influencing an
investor’s perception of payoff, v, in the wealth com-
ponent. In the moral treatment, responsible invest-
ment was framed as an opportunity to use one’s
investments to contribute to a just and sustainable
economy by having a socially conscious attitude
to investment. Hence, this treatment corresponds to
influencing both an investor’s perception of the pos-
itive externality that increases with higher v and the
triggering of prosocial norms n.'

We recorded the type of newsletter sent to each
investor and can, thus, measure the relationship
between the different treatments and subsequent
behaviors. Due to randomization, we can interpret
differences in the dependent variables (i.e., informa-
tion search and investment behavior) between groups
as resulting from the treatment. We measure the
dependent variables as follows. Information search is
measured by the number of clicks on the links in the
newsletters. Investment behavior is measured as trad-
ing activity in the funds, and was recorded immedi-
ately before and one month after the implementation
of the labeling system.

There are some limitations in our experimental
design. First, we were not allowed to make a control
group within the sample of investors who received

? 1t should be noted that the survey has a fairly small sample size.
The differences between the means of the two treatments are not
significant, but for seven of the nine items in the survey the differ-
ence is positive (Q2 and Q3 are reverse scored).

10 The scrutiny factor, s, in the moral component is arguably not rel-
evant in the present study, because investment decisions are made
in the privacy of the online bank.

newsletters, because the bank was reluctant to dis-
criminate against a customer group by not providing
them with adequate information during the introduc-
tion. This may pose a threat to our design, because
we cannot measure the counterfactual directly. There-
fore, we approximate the counterfactual by construct-
ing two different control groups. The first control is
a between-subject design, i.e., it compares the exper-
imental groups with a different group of subjects. It
consists of 50,000 investors randomly sampled from
those investors who did not receive the newsletter.
Not receiving the newsletter is the default choice.
Thereby, the comparison is investors who are not sub-
ject to the framing. The second control is a within-
subject design, i.e., it compares the difference between
two different actions for the same investors. We com-
pare the likelihood of buying a green fund given that
you also bought a neutral fund, since it is likely that
neutral trading is less influenced by the framing. This
allows us to distinguish between any possible general
effect across trading in all funds and the particular
treatment effect on trading in green funds."
Constructing control groups may be problematic
with regard to selection bias. For the within-subject
comparison, this is not a problem because all the
investors in the experimental groups are random-
ized. The potential problem relates to the between-
subject comparison, because there may be relevant
systematic differences between the subjects who are
treated and those who are not. We first investigate

11In addition, our experimental design should ideally allow us to
compare the behavior of investors in this setting with that of a con-
trol group in a setting without SRI labeling. This would allow us
to investigate whether investors’ responses to the treatment would
be different in a setting where SRI was absent. Such an option did
not exist for our experimental design, because all funds are labeled
according to the labeling system, and the bank wanted all cus-
tomers to be introduced to the labeling system at the time of the
implementation.
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Figure 2

(Color online) Wealth Treatment—Newsletter and Website
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Source. Used with permission from Skandiabanken.

Figure 3

Source. Used with permission from Skandiabanken.

X
)
=

3

- gir deg mer

Dear customer

‘We introduce ethical Iabeling of mutual funds

MRING

o
Z
o

In your web bank, you can now see which funds
that have a positive ethical profile, and which
funds that invest in companiesmany people
consider to be sodially irresponsible

v, &
2 N
Diabanke’

financially

This information may be useful when you
make your decisions on saving. Mutual funds
with 3 positive ethical profile have in a number
of studies also shown to perform well

Read more sbout ethics| zbeling
Du kan samle dine fond i nettbanken

Har du fond andre steder enn i Skandiabanken,
og ensker 3 ha full oversikt i

!, Det er mulig 3 flytte fondene dine til oss uten at
fondsandeler selges. Og uten at det fir
skattemessige konsekvenser for deg.

Spersmal om sparing?

Kontakt vare privatokonomiske
ridgivere gratis:

810 01 001
sparing@skandiabanken.no

Fakta om fondshandel i
Skandiabanken

* Vi har over 400 fond

* Vi har fond fra 26 ulike
forvaltere

* Fond fra kjente forvaltere som
Skagen, Holberg, Odin,

DnB NOR og KLP.
* Ingen kjspsgebyrer

* Ingen salgsgebyrer

* Lavt minstebelop

* God oversikt i nettbanken

* Fondsrating fra Morningstar
* Gratis ridgivning

(Color online) Moral Treatment—Newsletter and Website

skandiasbanken °

- gir deg mer

Dear customer

We introduce ethical Iabeling of mutual funds

£ .\RI-\’C/

In your web bank, you can now see which funds
that have 3 positive ethical profile, and which
funds that invest in companies many people
consider to be sodially irresponsible

This information may be useful when you
make your decisions on saving. By investing in
socially responsible mutual funds, you can also
contribute to ajust and sustainable economy

Read more sbout ethical labeling

Du kan samle dine fond i nettbanken

Har du fond andre steder enn i Skandiabanken,
og ensker 3 ha full oversikt i nettbanken?

Det er mulig 3 flytte fondene dine til oss uten at
fondsandeler selges. Og uten at det far
skattemessige konsekvenser for deg.

Spersmal om sparing?

Kontakt vire privatekonomiske
radgivere gratis:

810 01 001
sparing@skandiabanken.no

Fakta om fondshandel i

Etisk merking - ansvarlig sparing

Socially responsible investment

In your online bank, you can now see which mutual funds invest in companies that are
considered to be ethically unacceptable or questionable, and which mutual funds have a
positive ethical profile.

We have now introduced ethical labeling of mutual funds, which makes it easier for you
to make conscious saving choices. With this approach, we intend to take social
responsibility and to promote ethical investments.

Good business

A number of studies have shown investments in mutual funds that have a positive
ethical profile to have high financial performance. A possible explanation to their good
returns could be that socially responsible companies are well-run.

Socially responsible companies are often in a position to have a long-term orientation.
The risk of reputational crises is lower for companies that act responsibly. Moreover, a
company that for instance has an above-average concern for environmental issues may
have lower costs due to better practices for resource usage and waste. Environmentally
friendly products also provide the opportunity for higher prices and thus added profits.

Investments for a better future
High future returns depend on a sustainable development in economic, environmental

and social sense. Therefore, i in sociallyr ible mutual funds is an
investment in the companies of the future.

If you want to buy ethically labeled funds -

Logg inn og spar i fond

Etisk merking - ansvarlig sparing

Socially responsible investment

In your online bank, you can now see which mutual funds invest in companies that are
considered to be ethically unacceptable or questionable, and which mutual funds have a
positive ethical profile.

We have now introduced ethical labeling of mutual funds, which makes it easier for you
to make conscious saving choices. With this approach, we intend to take social
responsibility and to promote ethical investments.

Money moves the world

By investing in socially responsible funds, you can contribute to a just and sustainable
global economy, and counteract irresponsible business practices like child labor,
corruption and grave pollution. Socially responsible investments are an effective
strategy for influencing corporate behavior in a responsible direction.

* Vi har over 400 fond

* Vi har fond fra 26 ulike
forvalters

* Fond fra kjente forvaltere som
Skagen, Holberg, Odin,
Storebrand, DnB NOR og KLP.
* Ingen kjspsgebyrer

* Ingen salgsgebyrer

* Lavt minstebelsp

* God oversikt i nettbanken

* Fondsrating fra Morningstar
* Gratis ridgivning

® Skandiabanken 2011

5oz =
gs influence

By not investing in funds labeled with a red warning sign, you avoid investing in
companies that many people consider to be irresponsible. Experience shows that when
large funds (like the Norwegian Petroleum Fund Global) divest from such companies,
numerous other fund managers follow suit. This leads many companies to change their
behavior in order to avoid punishment in the marketplace.

You can make a difference

When you invest in funds that are labeled as green, your investment goes to funds that
have made assurances that your money will not support child labor, corruption, grave
pollution or the production of controversial products like illegal weapons and tobacco.

By having a conscious attitude towards your savings and the funds in which you invest,
your savings can contribute to promote responsible business practices in Norwegian
and international business.

If you want to buy ethically labeled funds -

Logg inn og spar i fond
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the potential for selection bias by comparing avail-
able sociodemographic data. We found that mean age
and gender distribution are similar in the two sam-
ples (experimental groups: 34.9 years, 41.0% female;
control group: 35.0 years, 44.1% female). Along these
dimensions, the treated and nontreated investors are
thus very similar. We also compared the financial
characteristics of investors in the experimental groups
with those in the control group at the start of the
experiment. The net wealth of investors (as defined in
Table 1) in the control group (NOK 52,580) was some-
what higher than that of the investors in the experi-
mental groups (NOK 44,701). Along this dimension,
the treated and nontreated investors differ somewhat.
However, this difference is arguably less problematic
than if nontreated investors had lower net wealth
than treated investors, since that could have sug-
gested that the lower trading activity in green funds
in the control group was because of these investors
being less financially sophisticated or more financially
constrained. Based on the available data, we assume
that the potential for selection bias is modest.

Second, it appears that newsletters are a some-
what weak informational cue, because relatively few
investors in both groups click for more informa-
tion (see Figure 4 in the Results section). According
to Skandiabanken, the click rate for this newsletter
is comparable to the average rate of clicks in their
newsletters. It would have been desirable to pro-
vide stronger informational cues to investors; how-
ever, in the experimental setting of the online bank,
the newsletter was our only means of communicating
customized information to the different experimental
groups.

The third limitation of our study relates to infor-
mation provision. While we had considerable con-
trol over the information provided by the bank, the
field experiment did not allow us to control the addi-
tional information search carried out by investors
prior to investment behavior. However, when investi-
gating the clicks of investors, we found that investors
who clicked for more information did so relatively
soon after receiving the newsletter (see Figure 5 in
the Results section). Because additional information
is interpreted in light of how the decision is initially
framed (Weick 1979), a further information search
after reading the initial information should not, how-
ever, completely undermine the effect of the framing.
Regardless, the remaining difference would arguably
have been larger if we could have completely con-
trolled the provision of information.

Finally, because our field experiment was carried
out in a Norwegian bank, a question arises with
regard to generalizability. However, any natural field
experiment needs to be carried out in some specific
setting, even though this may limit the degree to
which results can be extrapolated to other settings

(see Levitt and List 2007). Generally, the criteria
used for designing SRI funds in Norway are simi-
lar to the criteria used in the rest of the European
market (except France, where the so-called “best-in-
class” approach is widespread). According to Eurosif
(2012), total SRI assets under management in Nor-
way are very high, if we include Norway’s sovereign
wealth fund (the Norwegian Government Pension
Fund Global). This fund represents approximately
80% of Eurosif’s (2012) estimate of €574.1 billion SRI
assets under management (AUM) in Norway. How-
ever, if we exclude the sovereign wealth fund, the
share of SRI AUM in Norway is comparable to the
European average.

4. Results

4.1. Main Results
Our study compares the behavioral response to the
different treatments for wealth-frame and moral-
frame investors. We investigate this with regard to
information search and investment behavior. First,
Figure 4 shows the results for information search, i.e.,
clicks for more information in the newsletter. Error
bars are standard errors of the mean. We found that
0.81% of all investors clicked for further information
about responsible funds. More interestingly, we found
that 0.86% of the wealth-frame investors clicked,
whereas 0.76% of the moral-frame investors clicked.
This shows that wealth-frame investors clicked 13%
{[(0.86/0.76) — 1] x 100} more than the moral-frame
investors clicked. The difference is statistically signifi-
cant at the 5% level. We use t-tests to compare means.
We also measure the time at which an investor
clicked for further information. Thereby, we can
investigate how the wealth and moral treatments
develop over time. In Figure 5, the x axis indicates
the number of hours after receiving the newsletter—
with an upper limit of two weeks. We found that

Figure 4 Percentage of Investors Clicking for Further Information
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Notes. The figure shows the percentage of investors clicking for further
information in the newsletter for the wealth and moral treatment groups,
respectively. Error bars are standard errors of the mean.
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Figure 5 Accumulated Percentage of Investors Clicking for
More Information
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Notes. The figure shows the accumulated percentage of investors clicking
for more information in the newsletter for the wealth and moral treatment
groups, respectively. The x axis shows the number of hours after receiving
the newsletter.

the wealth treatment remains stronger than the moral
treatment throughout the period.

The second stage of our investigation is related
to investment behavior. Figure 6 shows that 1.24%
of all investors bought one or more green funds.
More interestingly, we find that 1.36% of the wealth-
frame investors bought a green mutual fund, whereas
1.12% of the moral-frame investors bought a green
mutual fund. This shows that wealth-frame investors
bought 21% {[(1.36/1.12) — 1] x 100} more green funds
than did moral-frame investors. The difference is sta-
tistically significant at the 1% level.

Our results reveal that there is a significant dif-
ference in both information search and investment
behavior following the experimental treatment. The
wealth framing is most effective both for informa-
tion search and for investment behavior; however, it
is stronger for the latter. The Levitt and List (2007)

Figure 6 Percentage of Investors Buying Green Funds
1.6

Wealth

1.4 I = Moral
u No treatment

1.2 1

1.0 1

0.8
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Buy green funds (%)

0.4 1

0.2 1
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Source. The figure shows the percentage of investors buying green funds in
the wealth and moral treatment groups, as well as in the untreated group.
Error bars are standard errors of the mean.

model suggests that with increasing stakes, v, wealth
concerns generally increase in importance relative to
moral concerns. Thus, the results are in line with the
model because stakes are higher for buying than for
clicking.

To investigate whether the behaviors of the in-
vestors in the experimental groups are different from
the baseline behavior, we conduct two control anal-
yses. The first control is a between-subject analysis
based on a sample of investors (1 =50,000) who did
not receive the newsletter, and thus were not subject
to the treatment. As discussed above, the investors
in this control group have comparable characteris-
tics to the treated investors; however, we cannot
consider this an entirely random sample. The percent-
age of treated and nontreated investors buying green
funds is shown in Figure 6. We find that the fraction
of investors in the control group who buy a green
mutual fund is 0.95%. The differences between each
of the experimental groups and the control group are
significant at the 1% level.

The second control is a within-subject analysis. We
compare the likelihood of buying a green fund given
that investors also bought a neutral fund. This allows
us to distinguish between any possible general effect
across trading in all funds and the particular treat-
ment effect on trading in green funds. In Table 2, we
show the conditional treatment effect. The first col-
umn shows the percentage of investors that buy green
funds conditional on whether or not they buy a neu-
tral fund. The interesting question is whether the dif-
ference between the wealth treatment and the moral
treatment holds also for investors who buy a neutral
fund. As we can see from Table 2, this difference is
2.7 percentage points, and statistically significant at
the 1% level. This suggests that even when correct-
ing for any general effect, there is still a substantial
treatment effect.

4.2. Further Analyses

In addition to the main findings outlined above, we
conduct three additional analyses that shed light on
the relationship between the framing and investment
behavior. First, we investigate the interaction effect
between information search and investment behav-
ior, i.e., whether investors who click on the newsletter

Table 2 Percentage of Investors Buying Green Funds Conditional
on Buying Neutral Funds

Percentage of investors buying green funds

All (%) Wealth (%) Moral (%) Diff. (%) t-value

Buy neutral 26.51 27.82 25.13 269 t=10.81
Not buy neutral 0.12 0.14 0.10 0.03 t=0.63

Note. The table presents the percentage of investors who buy green funds
conditional on whether or not they also buy neutral funds.
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Table 3 Percentage of Investors Buying Green Funds Conditional
on Clicking for Information

Percentage of investors buying green funds

All (%)  Wealth (%) Moral (%) Diff. (%)  t-value

Clicked 6.71 7.68 5.60 2.08 t=3.06
Not clicked 1.30 1.40 1.20 0.21 t=3.36

Note. The table presents the percentage of investors who buy green funds
conditional on whether or not they click for further information in the
newsletter.

display different investment behavior to those who
do not. Second, we investigate whether the revealed
treatment effect for trading in green funds is also mir-
rored in investors selling their red funds. Finally, we
investigate whether there is an effect of market expe-
rience on investment behavior.

As shown in Table 3, the investigation of the inter-
action effect between clicks and trades shows that
6.71% of investors who clicked for more informa-
tion bought green mutual funds, whereas 1.30% of
investors who did not click for more information
bought green mutual funds. The difference is signifi-
cant at the 1% level. Among investors who clicked for
more information, 7.68% of wealth-frame investors
bought green funds, while 5.60% of moral-frame
investors bought green funds. The difference is statis-
tically significant at the 1% level.

Table 3 shows that wealth-frame investors are more
likely to buy green funds, even if we condition on
whether or not they have clicked in the newslet-
ter. However, the difference is larger for investors
who click {[(7.68/5.60) — 1] x 100 = 37.1%} than for
investors who do not click {[(1.40/1.20) — 1] x 100 =
16.7%}. 1t should be noted that the interaction effect
between clicks and trades does not suggest causal-
ity. The result reveals that investors who click are
more inclined to invest, while also suggesting that
the same investors are more responsive to financial
information.

Second, we compare our results for the buying of
green funds with those for the selling of red funds.
So far, we have assumed that the choice of action, 4,
in the Levitt and List (2007) model is buying green
funds. An interesting question is whether there is a
symmetrical relationship between buying green funds
and selling red funds, because both choices reflect a
“greening” of one’s portfolio, albeit by means of dif-
ferent actions.

Only 0.04% (or 60 investors) sold a red fund. We
find that 0.05% of wealth-frame investors sold a red
fund whereas 0.04% of moral-frame investors did so.
The difference is not statistically significant at the 10%
level. This could be due to a small sample of investors
selling red funds. The result indicates that wealth-
frame investors are 25% {[(0.05/0.04) — 1] x 100} more

likely than moral frame investors to sell red funds.
We also conduct a difference-in-differences analysis
between selling red funds and selling neutral funds.
The result shows that for neutral funds, wealth-
frame investors are 13% more likely than moral-frame
investors to sell neutral funds. This is lower than the
comparable percentage for red funds. However, due
to the results not being statistically significant at con-
ventional levels, we should interpret them prudently.

It seems surprising that the wealth component
should increase in importance for selling, because one
could expect stronger social norms #n against own-
ing red funds than against not owning green funds
(see Levitt and List 2007). This would imply that sell-
ing a red fund could lower the moral cost for the
investor. An explanation could be that sales are often
initiated for reasons other than alternative purchases,
for example, liquidity needs or tax reasons. Therefore,
selling is arguably a decision that is less influenced
by information than the decision to buy (Odean 1998,
Grinblatt and Keloharju 2001).

Finally, we investigate if there is an effect of market
experience on investment behavior. As demonstrated
by List (2003, 2004), in some environments, market
experience decreases deviations from acting in line
with standard utility theory. However, Haigh and List
(2005) conversely find that market experience does
not have such effects among financial market profes-
sionals. We have attempted to capture the influence of
market experience by comparing the trading behavior
of those making a low number of trades, those mak-
ing a moderate number of trades and those making a
high number of trades, respectively. Thus, we use the
number of trades during the experimental period as a
proxy of market experience, as it is our best option to
say something about market experience by means of
our available data. Concretely, we compare the buy-
ing of green funds between three groups: (1) those
who conduct one or two trades; (2) those who con-
duct three or four trades; and (3) those who conduct
five trades or more.

As we see from Table 4, the wealth treatment is
more effective irrespective of the number of trades.
Based on this proxy of market experience, our results
do not show an influence of market experience on the
effectiveness of the treatments, which is in line with
the findings in Haigh and List (2005).

5. Conclusion

Our findings shed light on how wealth and
moral concerns influence the decisions of individ-
ual investors to invest responsibly, and we find that
wealth is more important than morality. Investors
with a wealth frame are more likely to: (1) search for
further information and (2) invest responsibly than
are investors with a moral frame. The fact that our
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Table 4 Percentage of Investors Buying Green Funds Conditional on
Number of Trades

Percentage of investors buying green funds

All (%) Wealth (%) Moral (%) Diff. (%) t-value (%)

Traded 1 or 2 11.78 12.58 10.94 1.64 t=5.02
times

Traded 3 or 4 3713 38.94 35.15 3.78 t=10.32
times

Traded 5 or more  49.79 51.07 48.39 2.69 t=4.94
times

Note. The table presents the percentage of investors who buy green funds
conditional on the investors’ number of trades during the experimental
period.

findings are consistent for information search and
investment behavior strengthens the plausibility of
our results. Furthermore, investors in both experi-
mental groups engage more in responsible investment
than do investors in the control group.

Thus far, we have been cautious about interpret-
ing our results in the light of theory. Here, we dis-
cuss the result based on the Levitt and List (2007)
model. In doing so, we assume that revealed prefer-
ences have normative status, i.e., that the decisions
made by investors represent their actual weighting of
wealth and morality.'> According to the Levitt and
List model, the important characteristics of the invest-
ment setting are the stakes, v; the norms n for or
against the behavior; and the extent to which the
behavior is subject to scrutiny, s. These characteristics
depend on the choice of action, a, which, in our case,
primarily relates to buying green funds (2= g).

In the case of buying green funds (a2 = g), high
stakes v should suggest increased attention to the
wealth component W, but, at the same time, in-
crease the positive financial externality in M. The
model does not specify the relative effect of higher
stakes on W and M, but according to Levitt and
List (2007, p. 157), we should expect that “as the
stakes of the game rise, wealth concerns will increase
in importance relative to fairness concerns.” Prior
studies that were experimental surveys with low eco-
nomic stakes (Glac 2009, Barreda-Tarrazona et al.
2011) and field experiments in purchasing contexts
where stakes were also low (Goldstein et al. 2008,
Griskevicius et al. 2010), find that moral concerns
outweigh wealth concerns. However, in our exper-
iment, stakes are higher, which suggests increased

21t is noted that the revealed preferences of investors may not
be identical to their normative preferences. Beshears et al. (2008)
outline five factors that make revealed preferences likely to devi-
ate from normative preferences. In our opinion, none of these fac-
tors constitutes a large threat to our study. To the extent that there
is a threat to our study, it is that investment decisions are com-
plex. This may lead to decision-making biases such as menu effects
(Rabin 1998) and brand awareness effects (e.g., Macdonald and
Sharp 2000).

importance of wealth concerns. This is supported by
our results. It should be noted, however, that moral
concerns still remain important, which is revealed in
our results, and which follows the findings of stud-
ies in high-stakes settings where norms and values
are demonstrated to influence investment decisions
(Bollen 2007, Hong and Kacperczyk 2009, Hong and
Kostovetsky 2012).

As outlined in the Introduction, the latter studies
find that values and social norms associated with the
ethicality of investments exert an influence on invest-
ment behavior (Bollen 2007, Hong and Kacperczyk
2009, Hong and Kostovetsky 2012). This suggests
that, in addition to externalities that investors care
about, there are also norms for investing responsi-
bly that influence the behavior of investors. The fact
that the moral-frame treatment in our study differs
from the baseline supports this. However, the find-
ing that the wealth frame outweighs the moral frame
suggests that moral factors are less salient than the
wealth concerns of investors.

Furthermore, the model suggests that scrutiny
would increase moral benefits for buying green funds
(and, conversely, increase moral costs for buying red
funds). This would have made the moral compo-
nent, M, more significant for the investment deci-
sion. Because investors in our study are not subject
to scrutiny from others, there is no image concern
(see Ariely et al. 2009; see also Gino et al. 2013), i.e.,
the moral benefit of responsible investing decreases.
Thus, the moral benefit rather relates to the investor’s
self-identity, i.e., the extent to which the investor is
able to act in a manner that is consistent with his
or her beliefs and values (see Bénabou and Tirole
2006, Meier 2007). It is interesting to question to what
extent the presence of scrutiny in the decision would
have influenced the behavior of investors. In this
respect, it can also be added that stimulating green
investment by means of financial arguments could
potentially lead to a crowding-out of any intrinsic
motives for conducting such investment (e.g., Frey
and Oberholzer-Gee 1997, Bénabou and Tirole 2006,
Ariely et al. 2009). This implies that, in cases where it
can be expected that investors have strong moral con-
cerns, financial institutions need to consider if these
can be undermined by exposure to wealth-framed
advertisements. However, it should be noted that
such messages could also lead to a crowding-in effect,
since information suggesting that intrinsically moti-
vated green investment is also financially sound could
have an empowering (Bénabou and Tirole 2003) or
supportive (Deci and Ryan 2000) effect that, in fact,
could promote intrinsic motivation.

Is there also something that can explain the strength
of the wealth component, W? The relative effective-
ness of the wealth frame does not imply that risk-
adjusted returns are all that investors desire. Hence,
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there is more to the decision than what traditional
finance theory would suggest. A reasonable inter-
pretation is that investors struggle to correctly esti-
mate the expected return and variance. This will
make investors more receptive to financially relevant
information, because such information may serve as
“financial proof” that reduces their perceived param-
eter uncertainty. It is well documented that, in deci-
sion situations characterized by uncertainty, decision
makers aim to reduce uncertainty by employing proof
strategies (Rao et al. 2001, Cialdini 2007)."* Hence, such
financial proof may similarly translate into higher
perceived risk-adjusted return.

Our study takes an important step towards iden-
tifying what drives responsible investing. In future

13 Imitation of the decisions of others, or social proof, is the most
common type of proof strategy. We suggest that financial proof can
be a surrogate for social proof when the possibility of viewing the
behavior of others is absent. In such cases, acting on a perceived
“consensus principle,” in this case attending to financially relevant
information, can serve as a proof strategy.

Appendix. Experimental Survey

research, it would be valuable to investigate further
the specific factors in the two components W and
M and the interaction between them. For instance,
it would be possible to manipulate the perceptions
of investors of the moral stakes at play by varying
the psychological distance between the investment
and the potential negative externalities thereof (see
Liberman et al. 2007). Similarly, the manipulation of
norms would be possible, for instance, by varying the
extent to which the investors are informed about the
moral standards followed by other investors.
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Wealth Moral

Number of subjects 100 101

Gender (% female shown) 48.0 31.7

Mean age 51.8 52.1

Questions

Q1: This information about mutual funds is new to me. mean = 4.96, mean = 4.83, Diff. =0.13,
Completely disagree—Neither/nor—Completely agree std. err. =0.21 std. err. =0.21 Pr(|T| > |t|) = 0.66
[All scales are 1-7)

Q2: 1 assume that the information in this newsletter mean= 3.76 mean = 3.61 Diff. = 0.15,
is well known to most of those who buy std. err.=0.18 std. err. =0.16 Pr(|T| > |t]) =0.54
mutual funds.
Completely disagree—Neither/nor—Completely agree

Q3: | am already aware of this information about mean = 2.84 mean = 2.72 Diff. =0.12,
mutual funds. std. err. = 0.21 std. err. =0.18 Pr(|T| > |t]) = 0.67
Completely disagree—Neither/nor—Completely agree

Q4: Please indicate the degree to which the mean = 3.95 mean = 3.53 Diff. = 0.42,
information provided was relevant for your std. err. =0.21 std. err. =0.21 Pr(|T| > |t|]) =0.16
evaluation of mutual fund products.
Not relevant at all—Neither/nor—Very relevant

Q5: Please indicate the degree to which the mean = 4.06 mean = 3.79 Diff. = 0.27,
information provided was useful for your std. err. =0.21 std. err. =0.20 Pr(|T| > |t]) =0.35
evaluation of mutual fund products.
The information was of no use/the information was of
great use

Q6: To what extent is the stated information mean =4.16 mean = 3.77 Diff. = 0.39,
indicative of the quality of mutual funds? std. err. =0.16 std. err. =0.17 Pr(|T| > |t])=0.10
Not at all—Neither/nor—Very much

Q7: | find this information about mutual funds mean =4.61 mean =4.37 Diff. = 0.24,
believable. std. err. =0.13 std. err. =0.14 Pr(|T| > |t|) =0.21
Completely disagree—Neither/nor—Completely agree

Q8: | think that this information about mutual mean = 4.47 mean = 4.22 Diff. = 0.25,
funds is trustworthy. std. err.=0.13 std. err. =0.14 Pr(|T| > |t]) =0.20
Completely disagree—Neither/nor—Completely agree

Q9: This information about mutual funds seems mean =4.43 mean =4.39 Diff. = 0.04,
reasonable. std. err. =0.13 std. err. =0.14 Pr(|T| > |t]) =0.82

Completely disagree—Neither/nor—Completely agree
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