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Abstract 

 
The increasing interest for socially responsible investments among retail investors during the 

last decades, has also sparked an interest in research of the socially responsible investor. 

Nonetheless, the findings from previous research on the responsible investor have been rather 

scattered. Furthermore, research on socially responsible investors in relation to nationality is 

scarce. Thus, this thesis seeks to analyze the investment behavior of individuals from Sweden, 

Denmark and Germany, and the impact of socially responsible attributes on their decision-

making process. 

  

To achieve this goal, a discrete choice experiment was conducted. The experiment provided 

insights into the main influential factors of SR investment behavior. The findings revealed that 

return on investment still has a high impact on the overall investment decision, while 

environmental, social and governance focus showed different effects on individuals’ utility. 

Nonetheless, when analyzed deeper, the environmental factor was found to be the most pressing 

for respondents. No effect on SR behavior among respondents from different origins could be 

concluded, neither could the effect of age. Additionally, women were found to be more careful 

investors than men.  

  

This research presents a broad picture of investment behavior when it comes to SRI, while also 

revealing different perceptions of SRI. Hence, the findings generate indications of potential use 

for providers of SRI. Since the experiment was conducted on a small sample of respondents, 

future investigations on SRI should be based on larger samples. While the experiment provides 

new insights into the behavior of respondents, further research analyzing real investment 

behavior rather than hypothetical behavior would further strengthen the base of this field of 

research. 

  

  

Keywords: ESG, SRI, Sustainability, Impact Investing, Green Investing, Behavior Economics, 

Behavior Finance 
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1. Introduction 

The first chapter of this study provides an introduction to the field of socially responsible 

investments. The chapter provides a definition of the concept, a historical background, as well 

as general information on the SRI market, with the aim of presenting the reader to the field of 

the overall research problem.   

 
In April 2018, Danone, one of the world’s leading food and beverage companies, announced 

the inaugurating of a social impact bond of €300 million (Danone, 2018). After having 

announced the establishment of the so called ESG criteria, an abbreviation encompassing the 

focus areas of environment, society and governance, for its syndicated loan in February the 

same year, Danone became the first multinational company to issue a corporate bond, following 

new social bond principles implemented by the International Capital Market Association 

(ICMA). This new financial solution was launched in order to increase focus on sustainability 

within business processes by improving ESG scores (Dupin, 2018). The company’s ESG 

performance will be connected to the pricing strategy of the bond, meaning that a discount or 

premium will be provided to investors based on Danone’s sustainability performance. The 

implementing of this new venture was supported by the United Nations Sustainable 

Development Goals framework, and the COP 21 Paris Agreement (Gérardin, 2018). The issued 

bond follows the official Social Bond Principles, established by the ICMA in 2017, and will 

target the “development of agricultural practices and responsible breeding, the emancipation of 

populations and social entrepreneurs, medical nutrition research, research in healthy eating 

[and] improving health coverage and parental policies for employees” (Dupin, 2018: para. 4). 

With this issuance, Danone declared its goal of revolutionizing the food industry (Dupin, 2018), 

and commented the launch by stating that “creating positive impact on our ecosystem is a key 

enabler to drive sustainable value” (Danone, 2018: para. 4). In detail, the bond is defined as a 

€300 million note with seven years of maturity, and is listed on Euronext Paris. To ensure 

transparency according to the ICMA principles, the internal Sustainability Integration 

Committee of Danone as well as Vigeo Eiris, a rating agency focusing on ESG ratings, will 

conduct yearly audits of the bond. Furthermore, investors will receive yearly confirmations on 

the impact of their investments (Danone, 2018). The initiative taken by Danone is an example 

of the increasing importance of so called socially responsible investments in the world of 
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finance. By implementing sustainability as a way of increasing economic performance, the 

financial sector can increasingly move into the future of banking (Gérardin, 2018). 

 

1.1. Introduction to Socially Responsible Investments  

1.1.1. Definition and Screening of SRI 

The social impact bond issued by Danone provides an example of an investment product 

encompassed in the concept of socially responsible investments (SRI). SRI can be seen as 

normal investments, including traditional aspects such as risk, return and duration, but with an 

extended focus on sustainability, ethics and responsibility (Upgang, 2009). Conceptually, SRI 

is sometimes referred to as other concepts and expressions. Nonetheless, all of them are 

typically used to describe the investments that “create social or environmental benefits 

alongside financial returns” (US SIF, 2016:21). The US Forum for Sustainable and Responsible 

Investment (US SIF) identifies responsible investments, sustainable investments, ethical 

investment, impact investment and green investments as concepts commonly included in SRI. 

Furthermore, the concept of SRI includes all types of investment products, such as bonds, funds 

and shares (US SIF, 2017). 

 

SRI can be considered as a way of combining corporate responsibility and social concern, with 

traditional financial investments. In detail, SRI can be seen as a synergy between the demand 

of an investor and its impact on the society and the corporations’ engagement in environmental, 

social and governance issues (ESG) (US SIF, 2017). Organizations use different screening 

methods to ensure responsible investments. These include so called negative and positive 

screens, sustainable investment and shareholder activism, as well as exclusion strategies. 

Negative screening excludes companies which include sustainably questionable or 

controversial business areas, such as alcohol, tobacco or weapons, while positive screenings 

include companies active in business areas that can be considered making a positive impact. 

With these financial instruments, investors are able to distinguish between companies that have 

a social or environment impact, or prevent an investment which is not compatible with 

sustainable practices (Upgang, 2009). Upgang (2009) further defines methods that can be 

applied to affect responsibility and sustainability. One of these is the knock-out criteria, an 

exclusion approach applied to companies not aligning with ethical guidelines. For example, 
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organizations will be excluded, if their country of origin does not have freedom of opinion and 

speech. The best-in-class approach can be defined as a positive screening method. This 

approach compares values of different investment possibilities and the one with the highest 

degree of sustainability, while following other criteria, is included (Upgang, 2009). The 

sustainability themed investment integrates both positive and negative screens, as well as the 

ESG focused activities of a company and precisely refers to sustainable topics like clean energy 

(GSIA, 2016). Lastly, the shareholder activism approach, which can be described as shareholder 

taking action in order to personally engage to influence actions of the leadership of a company 

aiming to create an ethical fund (Grewal, Serafeim & Yoon, 2016). According to the Global 

Sustainable Investment Alliance (GSIA) (2016), negative screening is the most common 

method for defining a sustainable investment. 

 

1.1.2. Principles and Guidelines of SRI 

The UN Principles for Responsible Investment (PRI) and the OECD guidelines are two of the 

most important instruments guiding multinational enterprises and corporations to reinforce a 

positive impact of the private sector regarding environment, social and governance issues, in 

order to accomplish sustainable improvement (OECD, 2007). In detail, the OECD guidelines 

function as instructions for MNEs from the countries following the guidelines and operating in 

conformity with the local politics. One of the main goals is to encourage investments, and apply 

positive grants throughout the investment by the companies. Moreover, the OECD guides 

governments to responsibly treat foreign direct investments, as well as companies conducting 

responsible business in foreign countries. The six fundamental rules, as elaborated by the 

OECD (2007:4), demand to: 

 

1.    Incorporate ESG into investment analysis and decision-making process 

2.    Be active owners and incorporate ESG issues into ownership policies and practices 

3.    Seek appropriate disclosure on ESG issues by the entities in which they invest 

4.    Promote acceptance and implementation of the Principles within the investment industry 

5.    Work together to enhance their effectiveness in implementing the Principles 

6.    Report on their activities and progress towards implementing the Principles 

 
(OECD, 2007:4) 
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Apart from the OECD guidelines, the PRI implement ESG factors in the common investment 

process. It refers to institutional investors and asset managers, and encourages an 

implementation of the ESG factors in their portfolio, in order to follow the commitment to work 

in the best interest of their investors. The PRI offers a framework of 35 possible actions an 

investor can take in order to ensure an ESG focused investment. The PRI explicitly applies to 

the financial sector and corporate investors and “reflects the core values of the group of large 

investors whose investment horizon is generally long, and whose portfolios are often highly 

diversified” (OECD, 2007:4). The principles present a guideline to make it easier to incorporate 

ESG factors in an investment of asset owners and managers and professional investment 

services. The PRI are implemented by a corporation’s leadership and derives from its personal 

commitment. Since the PRI were introduced in 2006, there has been a steady growth of invested 

assets following these principles, from originally $2 trillion to over $8 trillion. The OECD and 

the PRI represent the basis of the overall sustainable investment process and support corporate 

and MNE investors to secure a responsible business within their business procedures. 

  

1.1.3. Historical Development of SRI 

The origins of SRI lay within religious traditions of ethical investment. Firstly, in Islamic 

history, investments touching topics regarding pornographic, gambling and alcohol issues are 

excluded since they are considered as non-ethical investment. Moreover, in Christian history 

provided restrictions regarding investments and Judaism taught their investors the use of money 

in an ethical way. During the development over time, weapons and slave trade, tobacco and 

ammunition were added to the list of unethical investment. SRI of today follows more personal 

values of investors rather than religious guidelines. The first SRI fund was the Pax World Fund, 

implemented with the goal to debate the Vietnam War (Renneboog et al., 2008). Proceeding in 

history, Sparkes (2002) explains the apartheid in South Africa as the next big exclusionary 

factor when it came to responsible investment. Companies were asked to relocate business 

operations away from South Africa in order to not support apartheid and reorder portfolios to 

ensure no South African companies to be represented in the portfolio. According to Renneboog 

et al. (2008), nuclear power and oil were added to the exclusion list after Chernobyl in 1986 

and the Exxon accident in 1989 and the people’s raising awareness of environmental concerns 

developing as a result of these happenings.   

 



13 
 

1.1.4. Global Development of SRI 

The Global Sustainable Investment Alliance (GSIA) (2016) provides an overview of the rising 

popularity of SRI over the last years. According to GSIA (2016), Europe’s growth in SRI was 

the largest, from $4.7 trillion in 2005 to about $12 trillion in 2016. A little over 52 % of the 

total SRI assets are invested in Europe, despite a decline since 2014. On the other hand, the 

United States and Canada registered a growth rate of SR invested assets of 32.7 % and 49 % 

respectively during the same years. In difference to Europe, the countries’ total SRI asset 

markets are smaller, only 21.06% in the United States and 37.8% in Canada. The growth of SRI 

from 2014 to 2016 was recorded 25.2%, less than 61% in the previous report of 2014, while 

total assets grew 30.2% in 2014 and 26.3% in 2016. The stagnating growth is generally 

interpreted not as less growth but as a more and more stabilized SRI market today.  

 

As noted, the amount of assets invested with a SRI focus has experienced a steady growth over 

the last decades. This growth was not only supported by regulations and guidelines adopted by 

the countries, but also of the rising awareness and interest among institutions and individuals 

when it comes to investing responsible (Renneboog et al., 2008). While institutional investors 

have traditionally been driving the sector, EUROSIF (2017) notes a recent and general fast 

paced growth in assets invested in SR products by retail investors. This growth suggests an 

increase in interest of SRI products also among household investors. An increase in the interest 

of SRI products from individual investors naturally also sparks the interest of understanding 

who the responsible investor actually is, and what drives an individual to invest in SRI products. 

While previous research has considered SR investors before, the trend in increasing retail SRI 

calls for further insights and knowledge in the research area. As developed in the next chapter, 

this is what drives the purpose of this research. 

 

 

 

 



14 
 

2. Thesis Purpose 

In the following chapter, the researchers present the underlying research problem that will be 

discussed in this paper. Thereafter, the research question will be presented, and finally, the 

limitations and scope of this study will be discussed. 

 

2.1. Relevance and Problem Statement 

As seen in the previous chapter introducing the concept and market of SRI, investing with ethics 

and responsibility in mind is getting increasingly common. While the SRI focus has previously 

been the most prominent among institutional investors, the growth in assets invested by the 

retail sector in recent years suggests an increasing interest in SRI products, also from individual 

investors (EUROSIF, 2017). This growth in retail SRI has prompted a wish for understanding 

the investors that do and do not, for different reasons, invest responsibly. 

 

However, the previous research treating individuals in relation to SR investments, can be 

considered rather scattered. Some research has focused on the characteristics defining the 

typical SR investor. This research has seen rather dispersed correlations between the 

promptness to invest responsibly and different ages, levels of education and socio-economic 

backgrounds (Junkus & Berry, 2010; Rosen et al., 1991; Lewis and Mckenzie, 2000). Others 

have focused on the interplay between financial return and so called ethical return (Barreda-

Tarrazona et al., 2011; Nilsson, 2009; Glac, 2009). Nilsson (2009) notes that, while there is 

research concluding that some SR investors are willing to trade financial return for ethical 

return, there is also the need to find out who these investors are. Nonetheless, the previous 

research conducted on SR investors has mainly been investigating individuals’ attitudes and 

intentions towards SRI and investing responsibly, rather than the actual behavior of these 

individuals. However, as previous research on the intention behavior gap has concluded, stated 

attitudes and preferences does not always translate in to actions (Sheeran, 2002). Furthermore, 

Barreda-Tarrazona et al. (2011) point to the lack of research on SR investors in relation to their 

country of origin and potential cultural differences seen in investment behavior. Thus, this 

research aims to bridge this gap in the SRI literature by not only studying SR investors from a 

behavioral perspective, but also by gaining further knowledge of potential effects of nationality 

on investment behavior. 
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As noted in the previous chapter, the SRI market in Europe is considered the largest in the world 

(GSIR, 2016). However, when looking closer at the European nations, the characteristics of the 

countries’ SRI markets vary. These differences can be seen in Sweden, Denmark and Germany. 

Despite their relative geographical closeness, these countries are rather different in their 

characteristics, and individuals in respective country have somewhat different approaches to 

investments and investment products as means of placing their income (EUROSIF, 2017; 

Schroders, 2017). These differences cause reason to believe that the investment behavior among 

individuals from these different countries may also vary. While the relative differences between 

the countries can to some extent be affected by factors such as different market regulations, 

market competition, economy size and investment traditions (Khorana, Servaes & Tufano, 

2008), the interest in this study lies in if and how, rather than why, individuals’ behavior differ. 

Therefore, this research also aims to explore if these differences in SRI markets and individual 

investment preferences also translate into differences when it comes to investing responsibly 

and ethically. The further knowledge gained in this study improves the general understanding 

of what factors drive investors to make a particular investment choice, as well as to what extent 

the investor chooses the environmental, social and corporate governance focus that SR 

investment products are traditionally characterized by. Furthermore, the behavioral approach 

undertaken in this study may provide a basis for further research of the development of new 

SRI products based on behavior rather than attitudes and alleged preferences.    

2.2. Research Question and Purpose 

The relevance of environmental, social and ethical responsibility that has become commonplace 

among consumers when it comes to products such as food and clothing, is increasingly gaining 

ground also in the retail investments sector (EUROSIF, 2017). However, the previous research 

of the characteristics and the behavior of the SR investor can still be considered rather disperse. 

Furthermore, cross-country comparisons of SR investors are scarce (Barreda-Tarrazona et al., 

2011). Thus, the purpose of this study is to gain further knowledge of investors’ behavior when 

faced with investment decisions, as well as if proneness to invest responsibly varies between 

different countries. The thesis ultimately aims to answer the following research question: 

 

Who is the responsible investor, and does nationality affect SR investment behavior? 
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The nationalities of particular focus for this study are confined to the Northern European 

countries Sweden, Denmark and Germany. The research question will be answered by 

deductively generating and testing hypotheses, which serve to investigate SRI behavior among 

individuals, the factors deemed important in investment decisions, and the effect of the 

individuals’ nationality on SR behavior.   

2.3. Limitations and Scope 

Before introducing the literature, methodology and findings of this research, the scope and 

limitations of this research are outlined. One delimitation of this study involves Sweden, 

Denmark and Germany as the countries of focus. The countries were considered interesting and 

were included due to the different characteristics of their SRI markets and individual investment 

behavior, despite their relative geographical and also, in European measures, cultural closeness. 

Nonetheless, the focus on these countries might, to the critic, be argued to compare apples to 

apples, due to this proximity. On the contrary, this study argues that the countries’ relative 

closeness in contrast with the differences in the SRI markets’ characteristics, particularly 

between Sweden, and Denmark and Germany, makes this focus especially interesting. Since 

the purpose of this study is to consider investment behavior specifically, it is was deemed 

interesting to examine if the differences in the constructions of the SRI markets and retail 

investments also translated into different focuses in investment behavior. The characteristics of 

the different countries is elaborated on in section 3.3 The SRI Markets and Investors of Sweden, 

Denmark and Germany.  

 

For simplicity throughout the study, the researchers use the term SRI, ethical investments, and 

responsible investments when referring to the overall concept of SRI. Furthermore, SR 

investors, responsible investors and ethical investors will be used interchangeably to define the 

individuals investing in SRI products. While the concept of SRI encompasses several types of 

investment products such as bonds, funds and equity shares, this study limits the focus to 

investment funds. Investment funds were deemed the most apprehensible investment approach 

to respondents, and was thus used as a base for building the DCE and the method of data 

collection. Furthermore, since a majority of previous research on SR investors focuses on funds 

as the mode of investment, this was considered the approach that allowed drawing parallels and 

correlations between this study’s findings and previous empirical findings. 
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The concept of SRI generally encompasses several strategies focusing on different areas for 

ensuring investment impact. While these areas of investment can be endlessly divided and split 

up into different areas of controversial activity and areas of concern, this study denotes 

environmental, social and governance (ESG) factors as the areas defining responsible 

investments. While this delimitation might be argued to miss attitudes and behaviors when it 

comes to certain areas typically connected to SRI, the ESG factors were included for their broad 

applicability and wide inclusion of many different areas of concern. 

 

While Mangham et al. (2009) and Brouwer and Boros (2010) note that DCEs and surveys 

should preferably be conducted in the local language of the respondents, the limited financial 

resources and time constraints of this research did not make it feasible to translate the DCE and 

the survey into Swedish, Danish and German. Thus, to best attend to respondents from several 

countries, the survey and the DCE was conducted in English. For the same reason, the Euro (€) 

currency was used to set the DCE scenario elaborated on in section 4.5.5.2. Developing the 

Questionnaire. While distributing the survey in the local language and currency might have 

further increased the understanding among respondents, the language used in the survey was 

kept as simple as possible, and the pilot survey that was tested among different nationalities and 

age groups did not reveal any issues with the interpretation of the task. Thus, considering the 

scope of this research, maintaining the same language and currency among respondents from 

different nationalities was considered viable. 

 

Finally, as noted, the resources in terms of time were limited, which affected the outcome of 

the data collection. Had the time constraints been less limited, the sample could potentially have 

been extended to include more respondents, which would have given the results and the 

indications drawn from them more weight. Moreover, while incorporating commentary 

interviews about the findings of the survey were discussed and considered to add further nuance 

and perspective, the time frame was simply deemed too narrow.    
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2.4. Thesis Structure 

The thesis includes eight chapters, which are structured as follows:  

 

Introduction: The paper on-hand starts with an introductory chapter, which aims to familiarize 

the reader with the background and definitions of socially responsible investments.  

 

Thesis Purpose: In this chapter, the general research problem and its relevance is discussed. 

Furthermore, the research question of the study is developed, and the scope and limitations of 

the study is discussed.  

 

Literature Review: For a theoretical foundation of this research and in order to be able to 

answer the research question, the relevant literature is discussed within this chapter. The 

literature review provides knowledge of the SRI market and its history, development and 

performance. Furthermore, the previous research on the individual SR investor is reviewed. 

Finally, the behavioral economics theories applied to the findings in the discussion are 

presented, and the hypotheses derived from the literature are presented and discussed.  

 

Methodology: In this chapter, the methodology that forms the basis of this study is presented. 

Firstly, the philosophical standpoint, as well as the approach to the research is discussed. 

Thereafter, the method for the data collection, as well as the relevance of the chosen method, is 

demonstrated. 

 

Empirical Findings: In this chapter, the findings of the statistical analysis are presented. The 

chapter starts with a multivariate analysis of the respondents’ choice utility, followed by deeper 

statistical analyses of the stated hypotheses. The chapter concludes with a presentation of 

additional statistical findings considered relevant for this study.  

 

Discussion: In this chapter, the insights drawn from the statistical analysis are discussed in 

relation to the previous research findings. Key theories and concepts from behavioral 

economics theory are applied to analyze the findings. The chapter concludes with answering 

the overall research question, as well as a discussion of the limitations of the findings. 
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Implications and Future Outlook: The study continues with an outline of the implications 

and contributions of this research. Furthermore, it suggests and discusses the potential future 

research areas. 

 

Conclusion: The final and concluding chapter summarizes the study.  
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3. Literature Review 

A detailed literature review of the relevant research field is of utter importance, as it provides 

the essential research context. Thus, this chapter will present literature covering SRI and SR 

investors. Thereafter, theories of behavioral economics and behavioral finance will be 

presented to provide a basis for the analysis of the study’s findings. 

 

3.1. Socially Responsible Investments 

3.1.1. Definition and History 

Since the most recent financial crisis, the ethics of the financial sector has been a hot topic in 

business practice as well as academic literature. The events of the crisis lead to attempts for 

increased regulation of the ways of doing business among financial institutions (von Wallis & 

Klein, 2015). The scrutiny of these institutions’ questionable practices has, together with the 

increasing concern about environmental, social and governmental misconduct among 

businesses, also reached the general public (Fowler & Hope, 2007). This has sparked a demand 

for ethical financial products that combine both ethical and financial interests (von Wallis & 

Klein, 2015). Socially responsible investments, or ethical investments, are investments that seek 

to balance exactly these interests. While the definition of socially responsible investments is a 

largely debated topic due to the difficulties of commonly defining corporate responsibility, 

ethics and sustainability, a largely accepted view of the concept is put forward by Sandberg and 

Nilsson (2015) as “the practice of integrating ethical, social and/or environmental consideration 

into a financial investment process” (p 34). 

  

Despite the large growth in demand for SRI products in the years after the financial crisis, the 

concept of ethical investments has a far longer history. The occurrence of definitions for ethical 

investments have historically been the most prominent in religious communities, and can be 

traced back to the very first centuries (von Wallis & Klein, 2015). While the ethical beliefs of 

religion still play a part in SRI investments, personal principles, standpoints and increased 

awareness around environmental, social and political issues, have also caused growth in 

demand for these products (Fowler & Hope, 2007; Pasewark & Riley, 2010). During the 

apartheid regime in South Africa, SR investments received a lot of attention when the 
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discussion whether or not to divest in companies involved in business with the country surfaced 

(von Wallis & Klein, 2015). Moreover, conflicts such as the war in Vietnam caused funds to 

explicitly ban investments in the weapons industry, and environmental catastrophes such as the 

meltdown of the Chernobyl nuclear power station caused an increase in the awareness of 

environmental risks among investors (Renneboog et al., 2008). Following this development, 

von Wallis and Klein (2015) note that while “investment decisions initially followed a simple 

triangle, covering liquidity, risk, and return” (p 63), sustainability is increasingly included in 

the aspects that affect where to invest.  

 
Figure 1: Aspects of investing. From Cengiz et al. (2010) 

 

3.1.2. Performance of SRI 

During the last decades, a majority of the academic literature on SRI has focused on the 

performance of these investments (von Wallis & Klein, 2015). These have seen different results 

in terms of profitability of the responsible investments in comparison with conventional 

investments (Nilsson, 2009; von Wallis & Klein, 2015), and the debate regarding the financial 

benefits of SRI products has become both extensive and somewhat controversial (Barreda-

Tarrazona et al., 2012). At large, studies have investigated whether “ethical funds or indices 

can outperform, underperform or perform as well as conventional funds or indices” (von Wallis 

& Klein, 2015:73-4). Some studies have pointed out that the thorough screening that SRI funds 

are subjected to, might limit the possibilities of portfolio and risk diversification as well as 

increase the fund management costs, which may negatively affect performance and return 

(Michelson et al., 2004; Lee et al., 2010). On the other hand, the same argument has been used 

for the evidence of SRI products outperforming traditional investment products. The scrutiny 

of SRI funds and products can produce higher returns (Schwartz, 2003) and can also be a sign 
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of lower risks and good management, which may cause the outperformance of SRI products 

over conventional investment products (Tippet, 2001).     

 

In their review of performance studies, von Wallis and Klein (2015) conclude that out of 35 

different studies, a majority finds support for SRI products performing on the same level as, or 

better, than conventional benchmarks, and a minority of the studies finds evidence of 

underperformance when compared to traditional investments. Put forward by Haigh and 

Hazelton (2004), one of the arguments made for SR investments, showing no sign of 

underperforming conventional investments, is that the many of the ethical counterparts actually 

largely invest in the same companies as large funds or indices. However, while a minority in 

the review by von Wallis and Klein (2015), some studies do find evidence for the 

underperformance of SRI in comparison to conventional investments. As mentioned, one of the 

most common arguments for SRI products underperforming is the limited possibilities of 

diversification, when considering a SRI portfolio. This limited diversification is argued by Rudd 

(1981), Luther et al. (1992) and Kurtz (1997) to increase the risk of the portfolio, which in turn 

is not compensated by higher financial returns. Tippet (2001) and Geczy et al.(2005) also 

connect the lesser financial returns of SRI to higher demands and, consequently, costs of 

management, when considering funds that are actively managed. 

 

Nonetheless, von Wallis and Klein (2015) also count to a number of studies finding evidence 

of SRI products outperforming conventional investment products. Apart from the argument that 

the outperformance of SR investments can be traced back to SRI companies being more 

scrutinized (Schwartz, 2003), Hamilton et al. (1993) also note that the negative reputational 

effect from corporate misconduct on investment performance is another reason for SR 

companies providing better return than conventional investments. However, in their study on 

SRI funds, Barnett and Salomon (2006) find that “[SRI] funds that employ many social screens 

[to] effectively eliminate underperforming firms from their portfolio” and “SRI funds that 

employ few social screens [to] improve financial performance through benefits received from 

increased diversification” (p. 1117) can only be considered to outmatch non-SR investments. 

Thus, it is proposed by the authors that employing either a strict or relaxed screening method, 

and not a middle way, can have a positive effect on SRI financial performance. 
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From looking at the previous research on SRI performance in comparison to conventional 

investments products, it is needless to say that the results are diverse, and that there are 

disagreements regarding the general performance of SRI (von Wallis & Klein, 2015; Barreda-

Tarrazona et al., 2012; Fowler & Hope, 2007). In essence, it can be concluded that the 

performance of the SRI products, naturally, depends on the type of investment product, the time 

perspective included in the comparison as well as the rigidness of the screening method adopted 

by the SRI focused investments. 

3.2. Socially Responsible Investors 

While the research attention on the socially responsible investor has grown substantially during 

the last couple of years, there is still relatively few studies that have attempted to capture the 

characteristics and the behavior of the socially responsible investor (Junkus & Berry, 2010; 

Nilsson, 2009; Sandberg & Nilsson, 2015). This is surprising due to the vast research in the 

general area of SRI. The studies that have been conducted on SR investors have also proved to 

be rather scattered and inconsistent in their findings (Sandberg & Nilsson, 2015). Hence, the 

empirical findings on investors and their perspective on SRI, will be reviewed according to their 

respective area of focus, in order to get a better understanding of the SR investor. 

  

3.2.1. Demographics 

A few studies have focused on the SR investors’ characteristics and demographics, and 

specifically if and how the SR investor differ from the conventional investor. However, as 

mentioned, the results of this research is scattered. The research has not succeeded in finding a 

general consensus of the demographics and characteristics of the average ethical investor. 

Nonetheless, some demographic factors seem to recur more often than others when looking at 

SR investors (Junkus & Berry, 2010). 

 

In their research based on both previously SR investors and non-SR investors, Junkus and Berry 

(2010) find that the typical SRI investor is female, better educated and younger than the non-

SR investors. These results are coherent with Rosen et al.’s (1991) study of individual investors, 

which also finds support for SR investors being younger and better educated than the average 

investor. Furthermore, the research conducted by Beal and Goyen (1998) on Australian 

investors also confirms these findings. On the other hand, Lewis and Mckenzie (2000) find that 
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the typical SR investor is middle aged, and on a similar note, McLachlan and Gardener (2004) 

do not find support for the SR investor being younger than the average. Neither do they find 

the educational level to be a statistically significant differential factor when comparing SR 

investors to the conventional investor.  

 

While Junkus and Berry (2010) find that SR investors are less wealthy than non-SR investors, 

Sparkes (2002) rather concludes that the average SR investor has a larger wealth than the 

average investor. Rosen et al. (1991) propose that the average SR investor is rather risk averse, 

and that this play a role in the investment decisions made by these investors. This is confirmed 

by Barreda-Tarrazona et al. (2011), who find that investors considering themselves to be risk 

averse invest more in SRI than the investors with a larger appetite for risk. When it comes to 

preferential focus areas of SRI funds, Berry and Junkus (2013) note that environmental aspects, 

such as the environmental impact of the products sold by the company in question, has the 

largest connection to SRI according to both previous SR investors and non-SR investors. The 

comment analysis of Rosen et al. (1991) also confirms the importance of the environmental 

concerns among investors, as this concept was the most occurring when respondents were asked 

which area of SRI they related most to corporate responsibility.   

  

Based on the different samples, methods and limitations of the mentioned studies, it is difficult 

to draw a precise conclusion of the characteristics of the average SR investor. However, the 

previous research seems to show consistency when it comes to the positive correlation between 

the own perceived interest and concern regarding social and environmental issues and 

responsibility, and the amounts invested in SRI alternatives (Barreda-Tarrazona et al., 2011). 

A large part of the studies, including those that specifically focus on demographics and those 

concerned with other aspects of SR investors, also seem to find that a majority of SR investors 

are female (Nilsson, 2009; Junkus & Berry, 2010). 

      

3.2.2. Fund Strategies 

Based on data collected among ethical investors in England, Lewis and Mackenzie (1999, 2000) 

were two of the first scholars who took to study socially responsible investors. Their research 

was conducted through interviews and questionnaires, and “examines whether ethical investors 

would support more active and engaged forms of ethical investment practice” (Lewis & 



25 
 

Mackenzie, 2000:215). The results showed support among ethical investors for ethical funds 

both avoiding investing in unethical companies, and actively engaging in the company invested 

in as means of changing corporate behavior. However, when investors are faced with deciding 

between these two strategies, the findings show a vast support for the avoiding strategy, and 

less support for the engaging strategy. Furthermore, the scholars also find support for an ethical 

fund directly selling shares in a company behaving unethically, when faced with the options of 

waiting out the best price before selling, and the option of trying to actively engaging to change 

the company as opposed to selling the shares (Lewis & Mackenzie, 2000). 

  

Building on Lewis and Mackenzie’s work, Sandberg and Nilsson’s (2015) exploratory survey 

investigates SR investors approach to ethical mutual funds’ strategies of avoiding unethical 

companies, supporting “good” companies, and engaging in shareholder activism. Similarly, the 

findings from this study also show “considerable support” for an avoidance strategy, but also a 

quite extensive uncertainty among respondents about the different strategies when having to 

decide between them. Referring to this indecisiveness among investors, Sandberg and Nilsson 

(2015) also point out the challenges for fund providers in navigating how to market these types 

of investment products. 

 

3.2.3. Financial and Social Returns 

Some studies have tried to capture the private SR investors’ attitudes and behavior when it 

comes to the performance of SRI, both in terms of financial performance, as well as social and 

environmental performance. However, the difficulties of measuring the effects of social and 

environmental responsibility understandably makes it difficult to measure the actual trade-off 

between financial returns and social returns (Nilsson, 2009). While Lewis and Mckenzie (2000) 

find that more than half of the investors studied would keep their SR investments at a 

considerably lower return on the investment compared to conventional investments, Nilsson 

(2008) rather notes a significant correlation between the amounts invested in ethical alternatives 

and the perception of the financial return on these products. On a similar note, Lewis and 

Webley (1994) see a tendency of the amounts of SR investments dropping when the returns on 

these investments decrease. Based on these quite scattered results, Nilsson (2009) notes the 

indication that investors do still consider return to be an important factor when investing in SRI 

products, but that they might not be as sensitive to lower returns as conventional investors. 
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Instead, he points to previous research highlighting the potential emotional or non-financial 

returns as being of larger importance than financial returns to some SR investors. 

  

Nilsson (2009) further investigates “the relationship between financial return and social 

responsibility as perceived by the individual SR-investor” (p. 7). The research finds three main 

segments among SR investors; those who are mainly driven by financial returns, those who are 

mainly driven by social returns, and those who are driven by both financial and social returns. 

Consistent with a large part of previous research on the demographics of SR investors, the 

cluster that is driven by both financial and social return see a majority of better educated and 

mostly female investors. The investors in this cluster also have the largest proportion of their 

wealth in SR related investment products. In contrast, the cluster that is the most profit oriented 

places the smallest proportions of the investments in SRI products. This segment also showed 

the least trust in the effectiveness of SRI, and a majority of the investors in this cluster are male. 

The segment that is found to be the most focused on social rather than financial return is also, 

in accordance with earlier findings, to a large extent female and well educated. What differs 

this cluster from the first mentioned, is that the focus on financial return on the proportions 

invested in SRI is not as large as on the part invested in conventional funds for this group, while 

the first mentioned group still finds financial return on SR investments to be an important factor. 

This group is generally less confident when investing than the first two mentioned (Nilsson, 

2009). Based on the cluster of investors with a higher focus on financial return found in the 

research, Nilsson (2009) thus concludes that it cannot be assumed that all investors invest in 

SRI products because of ethical reasons. However, he also concludes that there is a group of 

investors that puts the ethical perspective before financial returns, and that this group might 

receive “some sort of added value to the investment” (p. 26). 

  

Contributing to the research on investors’ behavior, Barreda-Tarrazona et al. (2011) study the 

investments decisions of Spanish undergraduate students through experimental research. The 

experiments conducted focus on the expected return on investment and the role of provided 

information about the SR investment choice when deciding where to invest. The authors 

conclude that SR investments increases when information on the level of SR activity is 

presented to the investors. Hence, Barreda-Tarrazona et al. (2011) conclude that “providing 

clear statements in the fund information about the SR character of the investment” (p. 321) can 
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have a large effect on the investor’s decision. Furthermore, the research finds that investors 

require a certain level of return before they begin to consider the SRI option; this required return 

is lower for the investors that consider themselves to be concerned about ethical responsibility. 

Although suggesting that the expected return is “the main driving force behind investment” 

(Barreda-Tarrazona et al., 2011:319), these results are consistent with those of Nilsson (2009), 

who proposes that some investors’ behavior points to the existence of a trade-off between 

financial and ethical return. Glac (2009) also notes the different trade-off levels of different 

investors, and relates this notion to the largely studied consumption behavior related to 

corporate responsibility in general. She points out that “[...] while many individuals care about 

CSR [...], not all feel they can afford to sacrifice returns in order to follow these beliefs” (p. 51). 

To conclude, previous research seem to conhere on the notion that investors generally are driven 

by financial returns, but that there are groups of investors that, to different extents, also are 

driven by non-financial concerns and are willing to sacrifice financial return for social or ethical 

gains (Barreda-Tarrazona et al., 2011; Nilsson, 2009; Glac, 2009). 

3.3. The SRI Markets and Investors of Sweden, Denmark and Germany 

The European market for SR investments is considered to be the largest in the world. In 2016, 

the region held just above 12.000 billion USD worth of assets categorized as SRI, which 

account for more than 52 % of the world’s total SRI assets (GSIA, 2016). Nonetheless, looking 

closer at the European market provides a rather scattered picture of these investments and their 

market characteristics. Despite the countries’ relative geographical closeness, the northern 

European countries Sweden, Denmark and Germany and their SRI markets, as well as the 

general ways of investing in the respective countries, differ in their characteristics. (EUROSIF, 

2017; Schroders, 2017)  

 

Sweden has a long tradition of private citizens investing in funds and shares, and the interest 

from retail investors can be considered large in relation to the rest of Europe (SIFA, 2018). In 

comparison to the European average of 20 %, in 2017, 29 % of Swedes listed investing in 

financial products such as equities as their number one priority for their disposable income for 

the next twelve months (Schroders, 2017:7). The interest for responsible and sustainable 

investments also continues to grow, despite the Swedish SRI market being considered matured 

by The European Sustainable Investment Forum (EUROSIF) (2017). In 2010, Sweden stood 
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for 5.7 % of the total net assets invested in SRI funds in Europe, trailing only the leading 

European SRI economies France, the United Kingdom, Switzerland, Belgium and Germany 

(Frost & Sullivan, 2013). In 2016, 20 % of Swedish private investors claimed that they had at 

some point invested in a fund with a SR profile (Johansson, 2016). Nonetheless, more than four 

out of ten Swedish investors claim an interest in investing in SRI funds (Miljömärkning Sverige, 

2018). Thus, this interest does not seem to fully translate into actual investments. Despite this, 

the retail investments, denoted as being of individual investor origin, of the Swedish SRI sector 

has grown substantially over the last years. In fact, EUROSIF (2017) notes Sweden and 

Belgium as having the most assets percentually in the retail sector of total SR assets in Europe 

in 2015. The retail SRI sector in Sweden accounts for more than 40 % of the total SR investment 

assets. While the institutional part is still larger, the relatively large amount of assets invested 

by retail investors in relation to other European countries suggests an interest among Swedish 

individuals in investing ethically, as well as a diverse supply of different SRI retail product 

options available to the private investors in the country (EUROSIF, 2017). 

 

Despite being considered close geographically and culturally, Denmark and Sweden have 

somewhat different profiles when it comes to retail investment and the SRI market. While 

around 10 % of the Danish adult population invested in mutual funds in 2012 (Florentsen et al., 

2017), a little more than 40 % of the Swedish population did so the same year (TNS Sifo 

Prospera, 2012). This difference, which also can be seen in regards to other investment products 

such as shareholding, has been attributed to differences in investment culture (Jyllands-Posten, 

2018). Furthermore, while Sweden sees large parts of total SRI assets coming from individual 

investors, a large majority of Denmark’s SRI assets have institutional origin. In fact, only 12 % 

of the total SRI assets in Denmark comes from the retail sector. The prominent institutional 

presence in the market can largely be explained by the country’s large pension funds being 

particularly active and leading in the SRI sector (EUROSIF, 2017).    

 

On the same note, the main part of the assets in the German SRI market is of institutional origin. 

Despite being one of the biggest players in the SRI sector in Europe, less than 15 % of the total 

SRI assets in Germany are investments by individuals (EUROSIF, 2017). However, Germany 

still experiences growth in the SRI sector, and more and more ambitious screening methods are 

being adopted by German investors. Nonetheless, the future expected growth in the market is 
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mainly attributed to the institutional investors (EUROSIF, 2017). In summary, a brief overview 

of the characteristics of the SRI markets and the retail investments in Sweden, Denmark and 

Germany suggest that there are differences in the countries’ construction of their respective SRI 

market and the role played by the retail investors.  

3.4. Behavioral Finance Approach 

Behavioral economics emerged as a new theoretical field after Kahneman and Tversky’s (1979) 

work. Within behavioral economics, the field of behavioral finance has come to play an 

important role to complement the research on decision-making and choices in the financial 

sector. Thus, the theories and concepts from behavioral economics and behavioral finance 

serves as the basis for the analysis of the empirical findings of this thesis. 

 

3.4.1. From Behavioral Economics to Behavioral Finance 

In order to explain the topic of behavioral finance, the origin of behavioral economics needs to 

be clarified. The base of the behavioral economics research field is the challenging of the 

assumption of the homo economicus and the expected utility theory1 (Kahneman & Tversky, 

1979), which plays a large part in classic economic theory. Beck (2014) describes the homo 

economicus as a rational being, behaving according to self-interest and utility maximization. 

Beck (2014) views the assumption of the homo economicus as not being realistic, but rather 

only supportive for classic economic theories. Rapp (1997) adds to this argument by stating that 

the assumption of homo economicus is simply used to build the capital market theory, and its 

hypothesis of an efficient market. Further, Rapp (1997) argues that the assumption is wrong, 

since the question of how individuals make their decisions, remains unanswered. Behavioral 

finance can be viewed as an extension of behavioral economics. While both fields to some 

extent overlap, behavioral finance further discusses the human decision-making process, 

expected utility and information processing specifically related to the financial and investment 

markets (Rapp, 1997). The basis of behavioral economics and behavioral finance is the concept 

of bounded rationality, developed by Simon (1955). As opposed to the expected utility theory, 

bounded rationality recognizes that individuals make mistakes, due to their bounded skills to 

                                                
1 Expected utility theory: decision-making process based on the comparison of the given alternatives according 
to their expected utility, with the aim to maximize the utility (von Neumann & Morgenstern, 1944) 
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collect and process information (Beck, 2014). Limited rationality comes about through 

individuals’ limited information and intellectual constraints. 

 

The capital market theory simplifies the human behavior to a great extent, while empirical 

research prove that humans act differently from the simplification made by the rational choice 

theory (Wahren, 2009). On this note, Rapp (1997) notes that participants in the market do not 

completely behave according to their psychological, mental and neuronal influence. He found 

out that future valuation is usually solely based on historical data, without taking current 

information into account. According to Rapp (1997), the information gathering process for 

decision-making should also be based on the expected future performance, and not simply 

historical values and performance. Tversky and Kahneman (1974) were the first researchers to 

illustrate how individuals act under uncertainties, as well as complexity. Following Tversky 

and Kahneman’s (1974; 1992) research, individuals can be concluded to follow self-selected 

criteria, which are affected by their own reference states. In order to overcome complexity, 

humans use heuristics and frameworks in order to simplify the process of decsision-making. 

These heuristics can lead to incorrect decisions. (Tversky & Kahneman, 1974). Moreover, 

Kahneman and Tversky (1979) observe and elaborate on the phenomenon of loss aversion, 

which refers to the tendency of individuals to emotionally value losses more than gains, despite 

the same outcome. Thus, according to the research of Kahneman and Tversky (1979), and 

Tversky and Kahneman (1974; 1992), the decision-making process cannot always be assumed 

to be based on the rational homo economicus. 

 

3.4.2. Prospect Theory 

As a way of challenging the inadequacy of the expected utility theory, Kahneman and Tversky 

(1979) developed the prospect theory, which became the starting point to the research field of 

behavioral economics. The prospect theory addresses the decision-making process under risk 

and uncertainty, and highlights the importance and impact of an individual’s current state on 

the choice made by that individual. Referring to the concept of loss aversion, the theory 

describes the non-equal effect of individuals’ attitudes towards gains and losses. The authors 

find that in general, individuals have a more emotional reaction towards losses, and thus, value 

a loss of a certain monetary amount more than a gain of the very same amount (Kahneman & 

Tversky, 1979; Pesendorfer, 2006) 
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In their research, Kahneman and Tversky (1979) find that individuals do not behave according 

to the classic utility function, as designated in microeconomic theory. The behavior is more 

comparable to a value function, which is concave for achievements and convex for losses, and 

is closely correlated to the present state of the individual in question. Thus, the researchers 

demonstrate that an individual behaves irrationally and against the assumptions of expected 

utility theory in risk situations. The main message of this theory is the fact that people choose 

a neutral point in both the perception and the evaluation of events. Outcomes above this neutral 

point are considered gains, and outcomes below that point referring to losses (Zeelenberg & 

van Dijk, 1997). Moreover, Fox and Poldrack (2009) argue, that the effect of adjustment in 

value decreases with the scope from a “relevant reference point” (p. 149). Individuals 

emotionally value losses more than gains, which is observable in the steeper value function 

curve referring to losses (Goldberg & von Nitzsch, 2004). It is this phenomenon that is referred 

to as loss aversion (Fox & Poldrack, 2009; Kahneman & Tversky, 1979). Figure 2 displays the 

value function of loss aversion. 

 

While the prospect theory and the loss aversion phenomenon was later developed to also be 

applied to riskless choices (Tversky & Kahneman, 1991), it initially provided empirical 

evidence of individuals’ non-rationality in risky and uncertain situations. Copur (2015) 

summarizes Kahneman and Tversky’s (1979) approach in three key aspects. First, individuals 

display their risk aversion and risk seeking according to their outlook of the future. According 

to this, individuals can be seen as risk averse when it comes to an outcome with an assured gain, 

and risk seeking for an assured loss. The second aspect refers to an individual’s evaluating and 

analyzing process. The prospects, or potential outcomes, are analyzed according to heuristics, 

and in the evaluating process, the potential rewards and losses are assessed, often based on the 

individual’s status-quo. Lastly, the third aspect refers to the aforementioned loss aversion, 

which refers to the individual’s perception of gains and losses. According to Fox and Poldrack 

(2009), individuals frame changes according to a potential gain or loss which directly has an 

impact on human behavior and the connected risk disposition (Mittal and Ross, 1998). 
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Figure 2: Value Function of Loss Aversion (Kahneman & Tversky, 1979, in Copur, 2015) 

 

Moreover, Kahneman and Tversky (1979) find that individuals evaluate safe and insecure 

events differently when they have the same expected probability. The safe event is generally 

favored. The researchers call this the certainty effect, and it refers to risk aversion of humans 

when a sure outcome is predictable. The certainty effect stands in contrast to the reflection 

effect, where individuals compare two outcomes, which both end in a certain loss, while the 

chosen one has a higher loss but a less probable occurrence. This change of preferences at the 

turning point from loss to gains is described as irrational (Kahneman & Tversky, 1979). Another 

effect identified by Kahneman and Tversky (1979) is the isolation effect, which refers to 

individuals excluding similar characteristics in order to concentrate on different ones when 

faced with a decision. 

 

The last effect that relates to prospect theory is the sunk cost effect. Individuals are biased by 

the costs of a decision, which leads to a more risk seeking behavior since the prospect is now 

the left side of the value function. An investment which has already been made is therefore seen 

as a loss, and influences the future decision of individuals and will lead to more probable 

reinvestment with a riskier portfolio hoping for a earnest outcome (Zeelenberg & van Dijk, 

1997). Additionally, Shefrin and Statman (1985) realize that investors recognize a gain earlier 

in time and try to postpone realization of a loss as long as possible. This effect is called the 

disposition effect, which further explains that a sure gain is preferred over a higher gain, which 

is less probable to occur, and to ignore a loss as long as possible. 
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3.4.3. Bias 

Shefrin (2000) classifies biases into two types that describe investors’ decision-making 

processes, the heuristic driven biases and the frame dependent biases. The heuristic driven 

biases include the theory of overconfidence while the frame dependent biases refer to the loss 

aversion theory.  

 

Frame dependent biases, introduced by Kahneman and Tversky (1979), refer to individuals’ 

perception of potential losses and gains. Comparing the both, humans tend to avoid a potential 

loss rather than receiving a reward, even if the final outcome is the same. A loss is connected 

to a feelings of regret, which individuals tend to react stronger to, compared to the feeling after 

receiving the equal amount as a gain. Copur (2015) also add the risk approach to the study of 

loss aversion. Investors become risk averse or risk seeking according to their expectation of 

either loss or benefit. Mittal and Ross (1998) moreover explain, that the risk-taking behavior is 

changes depending on the framing of a situation. 

 

Heuristic driven biases were first presented by Tversky and Kahneman (1974), and describe the 

people’s decision-making process under uncertainty. The phenomenon of overconfidence is 

usually categorized as heuristic driven biases. Odean (1998) describes overconfidence of an 

investor as an overestimation of his or her own proficiency and competence. Moreover, the 

overconfidence model by Daniel et al. (1998) proves that overestimation of investors’ behavior 

can result in negative price turns. In order to evaluate potential overconfidence, Gervais and 

Odean’s (2001) multi-period model investigates investors’ former high returns and the 

correlation of this experience with overestimation. Former negative investment experiences 

automatically decreases the degree of overestimation. Empirical results on the overconfidence 

theory were found by Odean (1999) and Barber and Odean (2001) by collecting the data of 

private investors. The research finds that a higher degree of overestimation results in a lower 

utility and performance, as well as a riskier investment portfolio. Copur (2015) concludes that 

overconfidence is an “illusion of superior knowledge in investors” (p. 14), and results from 

former positive experiences. Based on the research of Barber and Odean (2001), Bengtsson et 

al. (2004) a conducted a study among students to prove overconfidence differences within 

gender. The results indicate that the tendency of overconfidence applies more to men rather 

than women. 
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Confirmation Bias, as elaborated by Kahneman, Lovallo and Sibony (2011), “leads people to 

ignore evidence that contradicts their preconceived notions” (p.51). These biases should, 

according to the researchers, always tried to be overcome in order to include all relevant 

information in the decision-making process. Moreover, Lazaroff (2016) further explains the 

concept as “the tendency to seek out information that supports your beliefs and ignore 

information that contradicts them” (p. 1), and identifies the bias as the greatest mistake among 

investors. Investors do not collect all relevant information and evaluate them, but look for 

information confirming their decision. In addition, individuals rather ask questions in a way to 

confirm their approach, rather than gathering objective answers. Nickerson (1998) describes 

confirmation bias as the aim to “disconfirm” a certain hypothesis. Individuals will aim to prove 

an assumption wrong, when he or she is convinced that they are. Furthermore, information is 

given incomprehensibly weight in order to confirm own beliefs, even though the information is 

objectively wrong. Empirical evidence shows that confirmation bias has a great impact in 

decision-making, especially if an individual has a firm perception or opinion about the topic in 

question (Nickerson, 1998). 

 

3.4.4. Theory of Two Systems  

In his theory of two systems, Kahneman (2011) explains behavior as a result of the intuitive 

system and the reflective system. In the intuitive system, individuals make decisions 

automatically and unconsciously while in the reflective system, information is processed and 

controlled. Thus, the reflective system helps for more complex situations and decisions. In the 

investment decision, mental effort is demanded and a solving process of issues is requested. 

Both systems work simultaneously, as system one accounts for emotions and impressions, while 

the second system exchanges and evaluates this information. Kahneman (2011) describes the 

second system as “the conscious, reasoning self that has beliefs, makes choices, and decides 

what to think about and what to do” (p. 21), while system one is described “as effortlessly 

originating impressions and feelings that are the main sources of the explicit beliefs and 

deliberate choices” (p. 21). System one works automatically but still has a complex structure 

and ideas, but without the help of system two, it would not be possible to create logic thoughts. 

Moreover, Kahneman (2011) explains that system one is the impulsive system, whereas system 

two needs to take control. 
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3.4.5. Temporal Discounting 

The phenomenon of temporal discounting applies the aspect of time to behavior. The concept 

is described by Peters and Büchel (2011), as “the phenomenon that agents typically devalue 

rewards as a function of the delay to their delivery” (p. 227), which means the longer a reward 

is away from the current state of time, the less value it is accredited. Thus, an immediate reward 

is appreciated by individuals more than a reward later in time (McClure et al., 2004). Moreover, 

Odum (2011) adds, that the rate of discounting varies among individuals, but will be the same 

in different points in time, while on the contrary, Peters and Büchel (2011) argue that in 

different points in time, the discounting rates will change. This change is explained by dynamic 

inconsistency. Jamison and Wegener (2010) explain this phenomenon from the perspective of 

individuals thinking about themselves as different people in the future. By switching 

perspectives and account for potential future consequences of a decision made today, the 

authors argue that an increase in rational behavior can be observed (Jamison & Wegener, 2010).  

 

3.5. Literature Recap 
When it comes to the previous research on SRI and investor demographics, characteristics, and 

behavior, it is evident that the results are rather dispersed. While there have been disputes 

regarding the prevalence of SRI and its correlation to other demographic variables such as age, 

income and education, a majority of scholars seem to agree that the SR investor is generally 

female and more risk averse than the conventional investor. Nonetheless, the effect of 

nationality on SRI has previously been scarce. While the studies on SR investors reviewed in 

the literature are considered insightful, most of them are based on self-perceived attitudes and 

opinions. Few of the existing studies on SR investors are behavioral studies, and thus, few 

confirm the different sociodemographic factors effect on actual investments. Thus, the research 

at hand will analyze SR investors and their behavior from the perspective of behavioral 

economics and behavioral finance.  
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3.6. Development of Hypotheses 

This research undertakes a deductive reasoning approach. Thus, based on the SRI market 

knowledge and the literature framework, several themes, or theoretical propositions (Saunders 

et al., 2016), on SR investors were identified. These propositions were developed in to the 

objectives of this research, which were then made explicit in the hypotheses that conduct the 

basis of the analysis of the data collection.  

 

While the willingness to sacrifice financial return for social or ethical return has been observed 

among certain groups of individuals (Nilsson, 2009; Sparkes 1998; Beal et al., 2005), the 

previous studies have all focused on the notion of SRI, and have not dove further into the 

different aspects and areas that are encompassed in the concept of SRI. Thus, there are meager 

insights into what specific aspects of SRI that individuals are willing to give up financial return 

for. Furthermore, little is known of how concern and consideration for the matters of SRI 

actually affect investment behavior (Barreda-Tarrazona et al., 2011). Thus, the first hypothesis 

is defined as:   

 

H1: People who are concerned about environmental, social or governance issues are more 

willing to sacrifice financial return on investment for socially responsible return on 

investment 

 

While Berry and Junkus (2013) find support for environmental aspects being the most 

associated with SRI, the study in question is based on an American sample of individuals that 

have previously invested in either SRI funds or non-SRI funds. Thus, this finding does not 

include future potential investors. By including respondents that have not yet invested actively 

in investment funds, it is argued that this research may give a more rich and nuanced image of 

the demand of also future potential SR investors. Furthermore, Berry and Junkus (2013) base 

their finding on a multiple option question, in which respondents could include all possible 

options that they associated with SRI in their answers. Thus, the relative importance of the 

environmental category in relation to the “competing” categories is unknown. In addition, the 

finding derived by Berry and Junkus can in this research be tested in a Scandinavian and 

European context. Therefore, the second hypothesis that will be tested is defined as: 
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H2: Respondents are considering the environmental category to be the most important when 

it comes to investing responsibly 

 

The previous research on the characteristics and demographics of SRI investors has seen rather 

scattered results. Specifically, previous findings on the effect on age and the willingness to 

invest responsibly have found support both for younger investors being more prone to invest 

responsibly (Junkus & Berry, 2010; Rosen et al., 1991), and that age has no effect on the 

willingness to invest responsibly (McLachlan & Gardener, 2004; Tippet & Leung, 2001). 

However, the reviewed literature on the age effect on SRI is based on attitudes and perceptions, 

rather than the behavior, of the respondents. Thus, the interest of this research with regards to 

the effect of age lies in examining if younger people actively chooses SR focused investments 

when facing different options. The third hypothesis is denoted as follows:     

 

H3: Younger individuals are more likely to invest with a SRI focus than older individuals 

 

While several studies have attempted to further understand investors and their thoughts about 

and drivers for investing ethically (Sandberg & Nilsson, 2015; Nilsson, 2009), no cross-country 

comparison of these attitudes have, to the researchers’ knowledge, been conducted. In fact, 

Barreda-Tarrazona et al. (2011) note that further research conducted in different countries 

“could help to identify cultural differences in financial investments” (p. 321). While this 

research does not attempt to analyze SR investors from a national cultural perspective, it is still 

argued that this study’s focus on investment behavior in relation to nationality contribute to 

new insights within this particular field of research. From the introduction to the SRI and retail 

investment markets in Sweden, Denmark and Germany in section 3.3 The SRI Markets and 

Investors of Sweden, Denmark and Germany, it can be noted that the characteristics of the 

markets are somewhat different. In comparison to Denmark and Germany, the large retail part 

of the SRI market and the familiarity of investing in funds in Sweden suggests a potential larger 

involvement by individuals in this SRI market. Thus, the fourth hypothesis is denoted as: 

 

H4: Swedish individuals are more likely to invest with a SRI focus than Danish and German 

individuals 
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The hypotheses will be tested, analyzed and discussed in section 5. Empirical Findings and 

section 6. Discussion.   
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4. Methodology 

The following chapter begins with an introduction to the philosophical and research approach 

adopted in this study. Furthermore, the method of the data collection and data analysis will be 

discussed and justified according to the purpose of this research. 

 

4.1. Philosophical Standpoint 

As noted by Saunders, Lewis and Thornhill (2016), the philosophical approach to research 

serves as the basis for social and business studies. Reflecting on the philosophical standpoint 

of the research creates awareness of underlying assumptions that researchers, either consciously 

or unconsciously, possess, and thus, contributes to the validity of the study and the chosen 

methodology (Alvesson & Sköldberg, 2000; Saunders et al., 2016). Two different paths of these 

underlying research assumptions are commonly used to identify and distinguish between 

different philosophical standpoints; ontology and epistemology (Easterby-Smith, Thorpe, & 

Jackson, 2015; Mir, Willmott, & Greenwood, 2015; Saunders et al., 2016). Ontology refers to 

the assumptions made when looking at the world and the objects in it, and how these 

assumptions shape the researcher’s focus of the study. Epistemology encompasses the 

assumptions around the methodological way the world and the objects in it are, and can be, 

studied. Explicitly, ontology refers to the assumptions underlying what is being studied, while 

epistemology concerns the assumptions underlying how that is studied (Mir et al., 2015; 

Easterby-Smith et al., 2015; Saunders et al., 2016). Hence, the researcher’s underlying ontology 

and epistemology will largely affect the nature of the research in question (Easterby-Smith et 

al., 2015; Saunders et al., 2016).  

 

4.1.1. Internal Realism 

When considering the ontology of research, the principal discussion revolves around the 

continuum between two notions; realism and nominalism. The pure philosophy of realism has 

its historical background in the natural sciences and refers to the ontological view of the world 

as being external to the research that is trying to understand it. However, this rather strict 

perspective has changed over the years, and there are now considered to be a number of arrays 

of realism. One of these is known as internal realism. Like realism, internal realism sees the 
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world as a single and external phenomenon, but unlike pure realism, this ontology realizes that 

it is not possible to gain direct and purely objective evidence of a studied object, since the act 

of studying itself will undoubtedly affect the object subjected to the study (Putnam, 1987; 

Easterby-Smith et al., 2015). 

 

Internal realism is argued to be the ontological philosophical standpoint of this research. While 

this research strives to objectively study the phenomenon in question, the researchers do 

recognise that their own perceptions and experiences of certain concepts used in this study have 

the potential to affect its outcome. For example, it can be argued that the researchers are a 

product of their time, and might thus perceive the importance of concepts of sustainability 

differently than those of older generations. This notion may take its form in formulations, 

definitions, and designs in and of the study. Nonetheless, for this research on investment 

behavior, this does not mean that the effects and consequences of this behavior is any less real 

(Easterby-Smith et al., 2015). Thus, it is argued here that this perspective allows the researchers 

to undertake theory based propositions of human behavior, while still recognizing their own 

views and place in the study, and how that affects this research.   

 

4.1.2. Critical Realism 

Considering epistemology, two main and opposing views are often recognized; positivism and 

social constructionism. In its strictest form, positivism assumes observer independency, and 

that the external world can be viewed and studied independently and objectively, without any 

subjectivity in the form of sensation or instincts being involved. On the other hand, social 

constructionism recognized that the world is not externally observable, it is rather constructed 

by people’s perceptions and thoughts of it. However, Easterby-Smith et al. (2015) note that the 

continuum between these approaches leave room for less stricter interpretations of positivism 

and social constructionism. 

 

This research seeks to investigate the behavior of investors when faced with different 

investment options. It does so by adopting hypotheses from theory, with the aim of testing these, 

as well as generating new insights into investors’ behavior in a specific geographical region. 

These research goals are argued not to be wholly consistent with the strongest form of 

positivism, since strong positivism mainly focuses on mere verification or falsification of 



41 
 

statements derived from theory (Easterby-Smith et al., 2015:54). Thus, it is argued that this 

research falls further into the continuum, and adopts a less strict form of positivism, which 

allows investigation of data through correlations and regressions between and of different 

factors, as well as theory development based on empirical findings. This less rigid 

epistemological philosophy is sometimes referred to as critical realism (Easterby-Smith et al., 

2015; Saunders et al., 2016), and combines a framed and logical ontology with “the idea that 

causality exists as the potential [...] correlation of events” (Easterby-Smith et al., 2015:59). This 

epistemology is argued to follow the internal realism (Easterby-Saunders et al., 2015), which is 

the adopted ontology of this research.   

 

4.2. Path of Reasoning 

How researchers logically reason around the development of theory and derived conclusions 

within a certain research field, affects the research in question (Bryman & Bell, 2007; Saunders 

et al., 2016). Traditionally, the advancement of theory can be derived from three different paths 

of reasoning; deduction, induction and abduction (Saunders et al., 2016; Alvesson & Sköldberg, 

2008; Bryman & Bell, 2007). These approaches can be adopted individually, however, the 

limitations of deduction and induction, which are the two opposites of this continuum, have 

prompted an increased use of a combination between the two (Bendassolli, 2013; Bryman & 

Bell, 2007; Kovács & Spens, 2005).  

 

The deductive approach involves developing premises or hypotheses that derive from an 

already existing theory, which are tested under specific assumptions. The outcome of these can 

either verify or invalidate the premises, and thus contribute to the development of the theoretical 

field in question (Saunders et al., 2016; Bendassolli, 2013). While it is commonly used, 

particularly within the natural sciences research (Saunders et al., 2016), the pure deductive 

approach has been criticized for being rather rigid and simplistic when in comes to studying 

more complex and unstructured phenomenon (Kovács & Spens, 2005). On the other side of the 

continuum, the inductive approach derives its conclusions from the study of empirical data, and 

thus, contributes to the development of theory by drawing these conclusions from reality. 

Rather than developing and testing a research issue from theory, the pure inductive approach 

studies a phenomenon and derives theory from the empirical findings of the study (Bendassolli, 
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2013; Saunders et al., 2016). However, it has been argued that researchers rarely are able to 

conduct research that is not in any way connected to previous knowledge and theory 

(Bendassolli, 2013).  

 

As noted, the pure deductive and inductive approaches have their respective drawbacks, and in 

fact, neither are commonly used all on their own (Bendassolli, 2013; Bryman & Bell, 2007). 

Since the methodology used in this research to study investment behavior is built on different 

factors or themes that theoretically affect investors’ decisions, hypotheses regarding these 

factors are derived from previous knowledge and tested in order to explore their importance in 

investors’ choices. Hence, it is argued that this study adapts the deductive reasoning approach 

to research. However, this study also seeks to consider gaps in research and develop the 

theoretical field by exploring how and if behavior differs in certain geographical and cultural 

contexts based on empirical findings. Therefore, we argue that this research will undertake a 

combination of the deductive and inductive approach of reasoning. 

 

4.3. Research Method 

Quantitative and qualitative research represent the two ends of a continuity in regards to 

methods of research. Essentially, quantitative research revolves around collecting numerical 

data and analyzing data numerically, and is usually correlated with research issues including 

questions of “what” (Barnham, 2015). On the other hand, the qualitative research method 

traditionally involves non-numerical data collection and analysis of research issues including 

questions of “how” or “why” (Saunders et al., 2016; Barnham, 2015). While quantitative 

research usually relates to data collection regarding characteristics of the research objects, 

Saunders et al. (2016) note that collecting data based on behavior and attitudes can also be seen 

as a quantitatively researching qualitative data. This approach to research can be argued to 

combine both ends of the continuum to form what Saunders et al. (2016) define as a mixed 

research method.   

 

Following the epistemology of positivism, this research adopts a quantitative method of 

numerically collecting and analysing data (Saunders et al., 2016; Easterby-Smith et al., 2015). 

Nonetheless, this research aims to quantitatively analyze behavior, which is built on underlying 
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and individual attitudes, backgrounds and characteristics (Saunders et al., 2016; Louviere et al., 

2008). Thus, since the data is not simply based on observable and numerical characteristics, 

such as height or weight of an individual, the data itself is considered qualitative in nature 

(Saunders et al., 2016:166). Thus, the research is argued to follow a mixed method, in which 

qualitative information of behavior and attitudes are interpreted, converted and analyzed 

numerically. While this research method can be argued to increase the risk of losing underlying 

qualitative information and nuances of the data (Saunders et al., 2016), the scope of this research 

does not attempt to explore underlying reasons for a particular behavior. It rather seeks to 

understand what different variables and factors drives a certain behavior, and if differences and 

similarities in behavior can be observed in specific countries. Thus, the mixed method allows 

this research to observe large patterns, rather than understanding the “why” of a particular 

investment choice. While multiple methods were also considered, by for example combining a 

quantitative questionnaire with deeper follow-up interviews with respondents, the scope of this 

study and the cost and time resources were simply deemed too limited.  

 

4.4. Research Approach 

Saunders et al. (2016) identify four different purposes of research; exploratory, descriptive, 

explanatory and evaluative research. While exploratory research aims to delve into a rather 

unknown research area, and often encompasses qualitative data in the form of in depth 

interviews or focus groups, descriptive research rather aims to outline the characteristics of the 

object of study. However, as Saunders et al. (2016) note, a descriptive approach can only take 

the research so far. Hence, descriptive research can be combined with explanatory research, 

which may seek to investigate the effect of certain descriptive characteristics or variables on 

other variables. By combining the two, the research can derive to a contributing analysis and 

conclusion. Conclusively, several purposes of the study can be relevant, and thus, a combination 

of the different research approaches can be adopted (Saunders et al., 2016).  

 

The purpose of this research is to investigate the behavior of private investors, as well as 

similarities and differences of investment behavior in Denmark and Sweden. The research seeks 

to profile the investors and their investment choices, with the purpose of finding the most 

important factors that underlie those choices. Furthermore, the aspect of nationality on these 
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choices is also investigated. Therefore, it is argued that the purpose of this study results in 

combined research, in which descriptive research is followed by an explanatory research 

approach. 

 

The descriptive and explanatory research approaches of this study deemed it relevant to adopt 

a survey strategy to the research. Surveys can, in time- and cost efficient ways, collect large 

amounts of standardized data, and can relatively easy overcome geographical barriers when the 

objects of study are spread out over a large area or regions (Saunders et al., 2016; Easterby-

Smith et al., 2015; Couper, 2000). Furthermore, surveys are suitable for discovering patterns 

and relationships between variables included in the research (Saunders et al., 2016). 

Consequently, the survey strategy was considered appropriate for the purpose of this research. 

The conducted survey in this study will be further elaborated on in section 4.5.5. Survey.   

 

4.5. Method for Empirical Data Collection 

4.5.1. Discrete Choice Experiment 

The discrete choice experiment (DCE) is a qualitative choice model, which uses a stated 

preference technique (Mangham, Hanson & McPake, 2009). In contrast to a conjoint analysis, 

where the first-choice-rule is applied and the respondent chooses the alternative which creates 

the highest absolute usage (Balderjahn, 1993), the DCE makes the individual choose a stimulus 

out of a “set of mutually exclusive and collectively exhaustive alternatives” (Ben-Akive and 

Lerman, 1985:2). Thus, as opposed to methods based on revealed preferences, which asks the 

respondent what he or she did do in a certain situation, DCE is based on stated preferences, 

which asks the respondent what he or she would do in a hypothetical situation. This technique 

allows investigations of which factors in a hypothetical situation drive a particular choice, for 

whom those factors are important, and to which extent the factors are important when making 

a choice (Mangham et al., 2009). 

 

The stated-preference approach also enables increased flexibility in the design of the decision 

context, and a clarification of the research question (Louviere et al., 2000). Thus, DCE allows 

the investigation of trade-offs between different factors of importance (Mangham et al., 2009; 

Drummond et al., 2005). The method has traditionally been particularly useful in research 
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regarding new or not yet released products or services, as well as situations where the 

importance of each and every attribute of a product or service for a consumer is unknown. It 

can also be of use when considering different individuals’ characteristics and their correlation 

with different attributes of the product or service in question (Mangham et al., 2009).  

 

The DCE method has its background in random utility theory (Hauber et al., 2016). The 

underlying principle of the random utility theory is the assumption of utility maximization, in 

which an individual is assumed to choose the option which maximizes the subjective benefit. 

Thus, the random utility model is used to anticipate the probability on an individual choosing a 

particular option. In the model, the utility of a particular choice for a given individual consists 

of one deterministic component, and one stochastic components. The deterministic component 

denotes the observable characteristics of the choice in questions. In the case of this research, 

the deterministic component consists of the observable attributes of the different investment 

alternatives. The stochastic component denotes the underlying and invisible factors affecting 

the choice (Louviere et al., 2008; WHO, 2012). These underlying factors can be related both to 

the item of the choice, which in this research is the investment alternative, and the underlying 

preferences and characteristics of the individual making the choice. Thus, for each individual, 

underlying factors such as his or her previous preferences, cultural background, social and 

economic situation, are assumed to affect the choice in question (Louviere et al., 2008). 

 

4.5.2. Relevance and Limitations  

The purpose of this research is to investigate differences and similarities of SR investment 

behavior in Denmark and Sweden. However, measuring behavior can be rather difficult, 

especially when the behavior in a certain situation involves the individual to make trade-offs 

between different competing aspects. Because DCEs are based on hypothetical situations, the 

method is subject to issues of conducting experimental research on hypothetical situations. 

Following the literature of the intention behavior gap (Sheeran, 2002), a particular intention to 

behave in a certain way, or a choice made in a constructed situation, does not necessarily 

translate into the same behavior and choice in a real life situation. On the same note, the 

hypothetical scenario that built up the premises for the DCE and included a particular monetary 

amount, could potentially affect the findings, due to the investment not having any real 
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consequences for the respondents. Thus, these issues can be argued to limit the external validity 

of the method (Camacho-Cuena et al., 2004). 

 

The hypothetical nature of the DCE can also cause the phenomenon of social desirability 

(Krumpal, 2011). The phenomenon entails the tendency of individuals either overstating or 

understating their attitudes or intentions according to the socially acceptable attitude. Social 

desirability has been empirically observed, especially in studies concerning matters that can be 

considered sensitive or controversial (Tourangeau & Yan, 2007; Krumpal, 2011). Thus, there 

is a possibility that DCE respondents may adjust their hypothetical behavior according to the 

behavior that is considered socially acceptable, rather than how they would behave in a real-

life situation (Camacho-Cuena et al., 2004). This phenomenon needs to be considered if 

conducting a DCE.  

 

Despite the limitations of the method, and in comparison to traditional surveys based on 

rankings, Likert scales and multiple choice questions, the DCE requires respondents to consider 

the most important attribute to them, and thus gives researchers a sense of what respondents 

value the most. Thus, it provides further explanation of respondents’ preferences and hinders 

an outcome where respondents suggest that all attributes are considered equally important to 

them. Even though there is no guarantee that the choices made in the DCE will translate to 

choices in real life, the DCE was still deemed to provide the researchers with further knowledge 

of the importance of the different attributes in investment choices, considering the scope of this 

study.  

 

The DCE method has also been criticized for simplifying the choices, and thus, for not capturing 

all underlying complexities that affect these choices. Furthermore, the included attributes and 

their respective levels can be argued to be a result of the researcher’s interpretation of their 

importance. Including irrelevant attributes into the DCE may then in turn cause the alternatives 

to be considered unrealistic by the respondents (WHO, 2012). To avoid these potential issues, 

the attributes and their levels were carefully chosen and derived from the literature review and 

the previous research. This will be further elaborated on under section 4.5.3. Attributes and 

Attribute Levels. Moreover, the included choice sets were derived through a D-optimal design, 

as well as pilot tested to ensure that the attributes, their levels and the different alternatives were 
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considered realistic. These steps will further elaborated in the sections below. Lastly, since this 

purpose seeks to gain a thorough understanding of the actual behavior of investors over a 

relatively large geographical span, the DCE was deemed a suitable method, since it could be 

incorporated into web based questionnaires. 

 

4.5.3. Attributes and Attribute Levels 

In order to investigate the variables that potentially affect investors’ choices, different attributes 

and attribute levels were assigned to the options presented to the respondents in the DCE 

(Mangham et al., 2009). Based on the literature framework and the previously defined research 

objectives, the attributes of interest for this research were chosen to include the financial return 

on the fund investment, the risk of the posed investment, and the environmental, social and 

corporate governance focus of the investment fund. Table 1 denotes the different attributes and 

their respective levels. 

 

  

  
Table 1: Attributes and Levels 

 

As elaborated on, the previous research concludes that the potential return and the risk aspect 

are two of the most important factors at play when making an investment choice (Markowitz, 

1991). Furthermore, these two attributes are fundamental when considering this research’ focus 

on investors’ potential trade-off between financial return and ethical or social return. According 

to Kahnemann and Tversky (1979), individuals value losses more than gains. Following this 

reasoning, the researchers decided to maintain a relatively narrow range of investment returns 

levels, in order to not overplay the effect of losses and gains of return, with a wider range of 

risk levels. The three risk levels in the DCE were labeled as “low”, “medium”, and “high” (Bell, 

Glade & Danscheid, 2005), and represent the risk associated with the investment fund in 

question.  
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In order to ensure realistic return levels, the researchers also derived three different levels from 

a comparison of the five year annualized ROI of the biggest non-SR focused indices, including 

the S&P 500, as well as the biggest SR focused indices. The SR funds included the Ariel Fund 

(ARGFX), Parnassus Fund (PARNX), TIAA-CREF Inst Soc Ch Eq Retail (TICRX), Domini 

Social Equity Fund (DSEFX), and the Pax World Balanced Fund (PAXWX). All of the 

mentioned funds were chosen with regards to their respective focus on the ESG concerns, 

following the focus of this study defined in the introductory chapter. 

 

As previously elaborated on, the purpose of this research is to investigate the SR investment 

behavior among private investors. Naturally, attributes to test the investors’ proneness to invest 

in a fund with a SRI profile required attributes that captured this aspect. Furthermore, to be able 

to test the hypothesis of investors considering environmental concerns to be the most associated 

with SRI, attributes separating these aspects from other typically SRI related aspects were 

necessary. Nonetheless, depending on specificity, SRI can arguably be associated to an 

unlimited amount of different areas and concerns. However, including too many of these 

aspects was deemed to overcomplicate the DCE. Thus, the three attributes in the final DCE that 

are associated with SRI were included and separated according to the ESG term, elaborated on 

under section 4.5.3. Attributes and Attribute Levels. The division of the SRI aspects into the 

broadly defined environmental, social and governmental factors according to ESG, was 

considered relating to a well-known term, as well as simplifying the DCE for the respondents. 

 

The three levels of the environmental, social and corporate governance focus attributes were 

set as “no focus”, “some focus” and “high focus”. These were deemed too broadly capture the 

different extents of the ESG focus of different investment funds. The “some focus” level was 

defined as the investment fund explicitly excluding companies involved in environmentally, 

socially or governmentally questionable activities. The “high focus” level was defined as the 

investment fund more actively investing in companies that are focusing on improvements in the 

environmental, social and governance areas. Naturally, “no focus” was denoted as the fund 

neither excluding companies with questionable ESG activities nor specifically including 

companies engaged in activities that are improving ESG factors.   
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According to Mangham et al. (2009), there are no specific restrictions of the number of 

attributes and attribute levels that can be assigned to the options in DCE. However, only the 

necessary attributes and levels should be included in order to minimize cognitive exhaustion 

among the respondents (Mangham et al., 2009; Hanson et al., 2005). While other attributes, 

such as the cost of investing in the fund and the time of holding, were first considered to be 

included in the DCE, the extensive experimental design that all of these attributes would have 

required for a valid and reliable study were simply deemed to be beyond the scope of this paper. 

Furthermore, since this study aims to investigate investment behavior in relation to SRI, 

potential effects attributed to the time factor, such as temporal discounting, as well as the cost 

factor, were deemed beyond the scope of this study. Thus, due to the research goals of this 

study, the effort in terms of attributes was put on the ESG factors, as well as the risk and return 

factors. These were deemed to be the most important attributes for investigating the trade-off 

between financial return and social or ethical return. Nonetheless, to acknowledge the 

importance of cost of investment and time of holding in investment decisions, a scenario 

including these factors was created for the DCE respondents. This scenario is further elaborated 

on under the section 4.5.5.2. Developing the Questionnaire. 

 

4.5.4. Optimal Design  

While the five different attributes chosen for the DCE in this study are considered to have a 

large effect on the choice of investment, a full factorial design including all of the possible 

combinations of the attributes and their respective levels was considered too exhaustive for the 

scope of this research. In the case of this research, a full factorial design with five attributes and 

three levels respectively, would derive 243 possible combinations of investment fund profiles. 

This was considered too many for a valid and doable DCE (Green, 1974). Thus, a fractional 

factorial design was adopted with the help of the statistical software STATA.  

 

The researchers used the modified Fedorov algorithm to create the fractional factorial design. 

According to Carlsson and Martinsson (2002), the modified Fedorov algorithm maximizes the 

D-efficiency, a statistic which denotes the D-optimal design. In a DCE, respondents can choose 

out of different alternatives, which creates a non-linear model “due to the discrete nature of the 

variable” (p. 284). Considering an aim of maximizing the extent of the information derived 
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from the alternatives, the optimal scenario would be to have the respondents rank all the 

attribute level combinations. However, due to time constraint and the degree of complexity of 

conducting such a questionnaire, the best way of maximizing the desirable information is 

comparing a set of repeated choices. The challenge is then to set up the choice sets from the full 

factorial design in such a way that the highest possible degree of information can be extracted 

from the respondents (Carlsson & Martinsson, 2002). According to Huber and Zwerina (1996), 

the following four parameters should be considered in order to build an efficient design that 

maximizes the D-efficiency: 

 

1. Orthogonality 

2. Level balance 

3. Minimal overlap 

4.Utility balance 

 

Firstly, the DCE has to be orthogonally balanced in its design; the chosen attributes and their 

respective levels should be independent from each other. In other words, the correlation 

between the different attribute levels should be minimized. Secondly, the different levels of the 

attributes should appear with the same frequency in the design. Thirdly, the levels should ideally 

not occur more than once in a choice set. Finally, the design should have balanced utility, which 

refers to inclusion of similarly valued alternatives. If these four parameters can be met, the DCE 

design can be optimized, and thus increase the validity of the study (Alpizar et al., 2001; Huber 

& Zwerina, 1996). 

 

To obtain an optimal and orthogonally balanced DCE, the statistical program STATA was used. 

The software generated 243 different scenario alternatives for the full factorial design, which, 

with two alternatives for every choice set, would have resulted in over a hundred choice sets. 

Mangham et al. (2008) note that the maximum choice sets that can be included in a DCE without 

risking cognitive exhaustion among respondents mounts to around 18. Thus, the fractional 

factorial design was paired up into 16 choice sets. To ensure that the design was considered 

orthogonally balanced, the D-efficiency statistic was generated. The model with 16 choice sets 

generated a 96% D-efficiency. While a D-optimal design has a D-efficiency of 100 %, this is 

largely considered difficult to achieve when limiting the number of alternatives in the design 
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(Johnson et al., 2013). Thus, the D-efficiency of 96 % was considered acceptable for this study. 

The orthogonally balanced design generated in STATA can be seen in Table 2. 

 

 
Table 2: Orthogonally Balanced Design 

 

4.5.5. Survey 

4.5.5.1. Web-based Survey 

As one of the most common methods following the epistemology of positivism, surveys are 

commonly used for studying tendencies and irregularities of human behavior. The method is 

considered useful when the research requires large amounts of data that can be collected in a 

standardized way (Couper, 2000). As the technical development has progressed, web based 
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questionnaires are increasingly being used when collecting data from surveys. These typically 

fall in the category of self-completed questionnaires, while methods such as telephone 

interviews rather falls under interviewer completed questionnaires (Easterby-Smith et al., 2015; 

Saunders et al., 2016).  

 

The popularity of web based surveys can be largely explained by its relative cost-efficiency 

when it comes to financial resources and time management. With the help of web-based 

programs that directly collects and stores the data, the costs of conducting research through 

surveys have decreased significantly. Web based questionnaires have the potential to reach 

many respondents covering a large geographical span, this in a short period of time (Lefever, 

Dal & Matthiasdottir, 2007; Couper, 2000). The self-completing element of web based surveys 

also allows respondents to complete the survey in their own time and convenience (Lefever et 

al., 2007). Furthermore, the online survey tools provide features for customization and 

incorporation of interactive elements into the questionnaires, which allows collecting data in 

original ways (Easterby-Smith et al., 2015; Couper, 2000). 

 

While web based questionnaires are generally considered cost- and time efficient, they can only 

be so if the respondents have access to the Internet (Couper, 2000; Easterby-Smith et al., 2015). 

Couper (2000) notes that web surveys generally are sensitive to so called coverage errors, which 

refer to the differences between the entire target population and the population that can actually 

be reached with the method. In the case of web surveys, coverage errors most commonly refers 

to the differences between the population with and without Internet access. However, today, 

with Internet access being commonplace in large parts of developed countries, coverage errors 

in these populations should be significantly reduced. In contrary, the vast amount of web 

distributed information can somewhat resemble an inflation, making it difficult to determine 

the quality of it. This also includes distinguishing between good and bad surveys (Couper, 

2000). Groves and Couper (1998), Couper (2000), Easterby-Smith et al. (2015), and Saunders 

et al. (2016) also note the increased risk of nonresponse errors in web based surveys.           

 

Considering that the purpose of this study demands a relatively large set of data from a large 

population spread out in a vast geographical area, conducting interviewer completed 

questionnaires was not considered feasible. Thus, collecting data through a web-based survey 
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was deemed to be the most efficient in terms of cost and time resources. The Internet penetration 

in the countries of focus in this research is estimated to be between 90 to 100 % (IIS, 2017; 

Statista, 2018) which makes the issues of limited access to the Internet a minor point of concern. 

Furthermore, an online survey was also considered compatible with the DCE method adopted 

in this study, since the features required for the design of the DCE could easily be incorporated 

into a questionnaire in a web based survey tool. The increased risk of nonresponse errors within 

web based surveys was considered a matter of concern, nonetheless, the benefits of the method 

related to the scope of this research were deemed to outweigh this concern. However, actions 

were taken to mitigate the risk of nonresponse errors. These will be further discussed in the 

section below. 

 

4.5.5.2. Developing the Questionnaire 

According to Saunders et al. (2016), the design of the survey can largely affect the validity and 

the nonresponse errors of the study in question. Thus, since one of the main challenges with 

web-based surveys is the often low response rate that the data collection method is associated 

with (Couper, 2000; Groves and Couper, 1998), design efforts to improve response rates should 

be considered by the researchers (Easterby-Smith et al., 2015). Thus, when developing the 

questionnaire for this study, the response rate was a main point of consideration. 

 

According to Galesic and Bosnjak (2009), the ordering of questions in a questionnaire can have 

a large effect on the response rate. Generally, the respondent’s cognitive attention is higher in 

the beginning of the survey, which can have a negative effect on the quality of the questions 

positioned later in the question order. Therefore, the questionnaire was divided into two blocks. 

The first block presented to the respondents consisted of the 16 choice sets that constituted the 

DCE. These were considered to be more challenging to the respondents, since the second block 

consisted of more general demographic questions that were seen as less demanding. The DCE 

choice sets were also randomized, so that each respondent made their choices in a randomized 

order. This was done to avoid all respondents being more and less attentive for the same choice 

sets in the survey, which otherwise could have caused biased responses. 

 

Galesic and Bosnjak (2009) also note that the length of the survey is negatively correlated with 

the response rate, and that stating the respondent’s progress can positively influence the 
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response rate. Therefore, the introduction, instructions and questions of the survey were 

designed and formulated as short as possible, while all the vital information was still kept in 

order for the respondents to understand their task. In addition, to control for the respondents’ 

understanding of the DCE, some control choice alternatives were included in the questionnaire 

(Viney, et al., 2005). These choices were, in relation to the other alternative in the choice set, 

the rather clear and dominant option. If the respondents chose these more predominant options, 

it could be concluded that the respondents understood the DCE task correctly. The control 

choices are noted in Appendix II. Furthermore, an approximate time to complete the survey and 

a progress bar were also added in order for the respondents to clearly see their advancement, as 

well as increase the chances of a higher response rate (Couper, Traugott, & Lamias, 2001).                

   

In addition to the response rate, Easterby-Smith et al. (2015) also note the phenomenon of social 

desirability to be an issue to be aware of when collecting data through surveys. Social 

desirability refers “people adjust[ing] their answers to a survey in order to project a positive 

image of themselves to the interviewer” (Easterby-Smith et al., 2015:341). While Saunders et 

al. (2016) note that self-completed surveys are less subjected to this phenomenon, there is a risk 

of respondents overstating factors in the survey that are considered socially appropriate, and in 

contrast understating factors that are considered to be socially unacceptable. This phenomenon 

has been noted especially when it comes to potentially sensitive research areas, such as alcohol 

consumption and abortion, as well as seat belt usage and environmental responsibility 

(Krumpal, 2011). In this research, the attributes and levels included in the DCE require 

respondents to make trade-offs between financial returns, and environmental and social 

responsibility. Therefore, there is a risk of respondents overstating the importance of the 

environmental, social and corporate governance attributes in their investment choices. To 

mitigate this potential effect, the introduction and instructions ahead of the DCE choices 

contained a minimum of information regarding the study’s focus on SRI. Furthermore, 

questions concerning the respondents’ thoughts around environmental, social and governmental 

concerns that were asked outside of the DCE, were as mentioned put towards the end of the 

survey in order for the respondents to complete the DCE before possibly discovering the SRI 

focus of the study. 
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The final questionnaire consisted of 16 choice sets and twelve demographic questions, and was 

designed in the online survey tool Qualtrics. The choice sets were designed and incorporated 

into the survey according to the orthogonally balanced design generated by STATA (see Table 

2). As noted under 4.5.3. Attributes and Attribute Levels, cost of investing and time of holding 

were initially considered to be a part of the attributes in the DCE. To make sure that the 

respondents did not experience any confusion regarding these arguably important aspects of 

investing, a hypothetical investment scenario was developed. The scenario assumed that the 

respondent had an amount of 1.000 € to invest for at least five years, and that both investment 

alternatives in the choice set carried the same cost of investing. Figure 3 displays an example 

of one of the choice sets incorporated into the questionnaire.  

 

 
Figure 3: Choice Scenario 

 

To increase validity of the demographic question block, the questions and their respective 

alternatives were adopted, adapted and incorporated from previous studies in similar contexts 

where data was collected from surveys (Sandberg & Nilsson, 2015; Nilsson, 2008; Berry & 

Junkus, 2012; TNS Sifo Prospera, 2016). The questionnaire can be viewed in Appendix I.   
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4.5.5.3. Method for Sampling 

To be able to find the appropriate method for the needed sample, the purpose and scope of the 

research needs to be considered. This facilitates defining the characteristics of an appropriate 

and valid sample method for the study in question (Easterby-Smith et al., 2015; Saunders et al., 

2016). The purpose of this research is to gain further understanding of private investors’ 

behavior, particularly when it comes to SR investments. In addition, the goal is to compare 

similarities and differences between Swedish, Danish and German investors when it comes to 

investing responsibly. Thus, to be able to fulfill this purpose, the sample required units from 

Sweden, Denmark and Germany, whose populations represented this study’s target population. 

Apart from this geographic restriction to the sample, no particular demographic limitations were 

considered necessary. In fact, to be able to test certain sociodemographic factors’ potential 

effect on SRI behavior, it was desirable to attain sample units of all ages with different incomes, 

and different educational and investment backgrounds. 

 

Sampling designs are typically divided into probability sampling and non-probability sampling. 

Probability sampling refers to a population for which the probability of a unit being selected as 

a sample unit is calculable. On the other hand, non-probability sampling denotes a population 

for which the probability of a population unit being sampled is unknown and non-calculable 

(Saunders et al., 2016; Easterby-Smith et al., 2015). This study uses a combination of two non-

probability, volunteer sampling methods; convenience sampling and snowball sampling. 

Convenience sample units were selected by availability to the researchers, while snowball 

sampling units were selected by referrals from other sample units (Saunders et al., 2016; 

Easterby-Smith et al., 2015).  

 

While non-probability sampling can most easily provide researchers with larger samples, the 

method has been criticized for increasing the risk of obtaining a biased sample, since there is 

no real way of knowing how well the sample represents the population. Convenience sampling 

in particular has been argued to increase this risk, since the sample can easily be a product of 

the researcher’s own connections (Easterby-Smith et al., 2015). While this was recognized, 

particularly due to the researchers’ relatively young network, the cost- and time efficiency of 

non-probability sampling was deemed convincing in relation to the limited scope of this study.  
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4.5.5.4. Choice of Sample 

The total sample size counted up to 180 respondents, and consisted of mainly Swedish, Danish 

and German respondents. However, respondents from other countries were decided not to be 

excluded from the survey. Therefore, just above 12 % of the survey partakers were of other 

nationalities. While gender and previous experience of investing were distributed quite evenly 

across the total sample, the levels of age and education had a rather skewed distribution towards 

the younger age levels and those with a university degree. 

 
Table 3: Nationality and Age 

 

Considering the demographics of the different nationalities, 35 % of respondents were Swedish, 

while Danish and German respondents respectively accounted for just over 26 % of the total 

sample. Swedish respondents were also the group that had the most experience of previously 

investing, both in general and in SRI.  

 

 
Table 4: Nationality and previous SRI 

 

      Total          63         48         47         22         180 
                                                                    
   Under 18           2          0          1          1           4 
65 or older           1          0          1          0           2 
    55 - 64           2          0          1          0           3 
    45 - 54           2          9          1          0          12 
    35 - 44           4          9          0          1          14 
    25 - 34          30         22         37          8          97 
    18 - 24          22          8          6         12          48 
                                                                    
        Age    1.Sweden  2.Denmark  3.Germany    4.Other       Total
                                Nation

     Total         144         36         180 
                                             
   4.Other          20          2          22 
 3.Germany          42          5          47 
 2.Denmark          40          8          48 
  1.Sweden          42         21          63 
                                             
    Nation          No        Yes       Total
                  SRI_before
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A third of the Swedish respondents stated that they had invested in SRI products before, 

compared to a sixth of Danish respondents, and a ninth of German respondents. The Danish 

group in the sample had a higher frequency of respondents with larger incomes, which likely 

can be explained by the higher frequency of respondents in lager age groups.   

 

4.5.5.5. Distributing the Survey 

Before the survey was distributed, a pilot version of it was sent to eleven different respondents. 

This was done to confirm that the different questions and choice sets were interpreted correctly, 

and that there were no misunderstandings or misinterpretations of any wording or option in the 

survey (De Vaus, 2014; Easterby-Smith et al., 2015). The pilot respondents were intentionally 

of three different nationalities, part of different age groups, and a mix of university students and 

working professionals, this in order to make sure that the survey and its instructions were 

understood by all. The pilot respondents pointed to a few minor concerns with the control 

questions regarding the respondents’ thoughts and interests in the ESG factors, which resulted 

in the reformulation of one of these questions, as well as the addition of one question. Due to 

the general complexity of ESG issues, these changes for deemed to create larger nuance and 

made these questions and their respective alternatives more true to life. Apart from these 

changes, the pilot survey and the control choices incorporated in the DCE confirmed that the 

survey was comprehensible and that the respondents understood the DCE task correctly.  

 

Following the pilot study, the survey was ready to be distributed to eligible respondents via 

Facebook and other social media networks. In accordance with snowball sampling, appropriate 

respondents were also asked to further identify potential new respondents (Easterby-Smith et 

al., 2015; Saunders et al., 2016). The survey was distributed through an anonymous URL link, 

which could be incorporated into emails and social media posts. Consequently, the respondents 

could not be identified and traced back when using the anonymous link. While this hindered 

the researchers from tracking and sending out reminders directly to the respondents, the 

anonymous distribution was deemed to better protect the personal integrity of the respondents, 

which was considered important in order for more respondents to voluntarily complete the 

survey (Easterby-Smith et al., 2015). Furthermore, this type of distribution was deemed to 

facilitate snowball sampling, since respondents easily and quickly could engage new sample 

units by using the URL link in their preferred web-based communication channel. 
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As previously noted, web based questionnaires commonly suffer from low response rates (De 

Vaus, 2014; Saunders et al., 2016). Hence, before distributing the survey, researchers should 

be aware of factors that can improve response rates. Dillman (2007) and Dillman et al. (2009) 

point to factors based on social exchange theory, which can affect the respondents’ trust of the 

research, as well as their perceived benefits and costs of taking the questionnaire. In turn, these 

factors can affect the response rate. One of the noted ways of establishing trust is to increase 

legitimacy of the survey distributors. In the case of this research, the Swedish Young 

Shareholders’ Association as well as the Danish investment interest group Moneypenny, agreed 

to distribute the survey through snowball sampling. These two organizations were considered 

relevant in terms of accessing potential respondents interested in investments and social 

responsibility, while it was also deemed that having them distributing the survey increased its 

legitimacy, which also helped increasing the number of responses. 
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5. Empirical Findings 

In order to provide a full understanding of the analysis, the researchers first provide the reader 

with the preparation process of the data retrieved from Qualtrics, and secondly, with the 

analysis of the findings following the hypotheses provided in section 3.5. Development of 

Hypotheses. Finally, a presentation of an additional findings, a result of the intense research 

and analysis process, will be presented. These will provide additional information about 

investment behavior in order to fill potential knowledge gaps and ensure a complete and logic 

research approach.  

 

5.1. Data Preparation 

Firstly, the researchers ensured the reliability of the DCE conducted by analyzing the 

implemented dominant alternatives within the 16 choice sets. These alternatives should support 

the understanding of the experiment and are expected to be chosen in any case. According to 

the very low number of people failing to choose the dominant alternative, a random error was 

assumed, and the reliability of the DCE was considered ensured. The dominant alternatives 

included in the DCE can be viewed in Appendix II.  

 

As a second step, the survey data was taken down from the survey program Qualtrics and 

transferred into Excel, since Excel facilitates the shaping of the data according to the needs of 

STATA, the program used for the statistical analysis in this study. The survey had 180 

respondents, including only respondents who answered the full question sample and excluding 

partially answered questionnaires. Each of the 180 respondents had to answer 16 investment 

choices, set up as alternatives A and B. Moreover, the questionnaire contained personal 

questions including gender, age, education, income, previous investment behavior, risk 

aversion, concern and ranking of ESG factors.  

 

The data was reshaped in order to create a full sample of observations for all the five variables 

included in each recorded investment choice, and for all the demographic questions. The initial 

set up had 180 observations of 16 investment choices and 13 demographic questions. For every 

respondent, the recorded pattern of 16 investment choices was transposed vertically into a new 

vector of length equal 2880. By putting all the recorded investment choices in a unique vector, 
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the first 16 entries of the vector will correspond to the recorded investment choices of the first 

respondent, the next 16 entries to the ones from the second respondent, and so on, for a total 

length of 180x16. This is required in order to have a full overview of all the respondents’ 

choices and their investment behavior. To keep track of the characteristics of every respondent, 

all the demographic questions were shaped to the full sample dimension of 2880 observations. 

Every row of personal information was repeated 16 times, in order to match the investment 

choices with the personal characteristics of every respondent.  

 

The final set up contained the information of the 2880 chosen and recorded combinations of 

return, risk and focus on ESG, as well as the personal data of all the respondents. To fasten the 

process of the shaping and ensure no errors in the result, a macro was implemented with the 

command of adding up the information according to the description. After this process, the data 

was configured in order to test the hypotheses.  

 

5.2. The Logistic Regression Model 

Rodriguez (2012) description of logit models for binary data, the logistic regression model is 

described in the following. Assume, that you have k independent observations of a certain event. 

This event can be treated like a random variable 𝑌". Since the outcome of this event can be either 

0 or 1, the appropriate probability distribution is a Bernoulli random variable with a certain 

probability 𝜋" 

 

𝑌"	~𝐵 1, 𝜋" 							𝑖 = 1, . . , 𝑘	 

 

A way of modelling the probability 𝜋" is to apply the linear probability model, stated as 

following: 

 

𝜋" = 𝒙𝒊/𝛃 

 

where xi is a vector of covariates and 𝜷 is a vector of regression coefficients. The data of this 

model uses ordinary least squares. 
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𝜋"	is a probability and its range is between 0 and 1, while 𝒙𝒊/𝛃 can become any value. There is 

a mismatch between the ranges of the two sides of the equation, which can be solved 

transforming the probability into its logit form. In order to do so, the odds of the probability are 

calculated by taking the logarithm of the odds of the probability  

 

𝑜𝑑𝑑𝑠" =
𝜋"

1 − 𝜋"
 

𝑙𝑜𝑔𝑖𝑡(𝜋") = 𝑙𝑜𝑔
𝜋"

1 − 𝜋"
 

 

The Logistic Regression Model is defined as  

 

𝑙𝑜𝑔𝑖𝑡 𝜋" = 𝒙𝒊/𝛃 

 

The regression coefficients are interpreted like classic linear models. The coefficient is the 

“change in the logit of the probability after an increase in the first predictor holding all the other 

predictors constant” (Rodriguez, 2012:8).   

 

Taking the exponential function, the coefficient can be interpreted as odds.   

 
𝜋"

1 − 𝜋"
= e𝒙𝒊

<𝛃 

 

If the explanatory variable increases one unit while the others are kept constant, the odds of the 

occurrence will be multiplied by the exponent 𝛽>, where 𝛽> is the coefficient for the first 

predictor variable 𝑥>. It is sometimes easier to interpret the outcome of a logistic regression by 

computing the odds ratio, but it is very important to understand and remind that odds ratio and 

coefficients contain the same information about the effect of the predictor on the dependent 

variable.  
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5.3. Multivariate Analysis 

Following the approach of Hansen and Bech (2012), the results of the DCE will firstly be 

analyzed according to the overall choice of the respondents. The respondents’ choices were 

coded as 1 if alternative B was chosen, and 0 for alternative A. This choice variable acted as 

the dependent variable. The explanatory variables represented the attributes and their respective 

levels included in the DCE as investment fund characteristics. For the environmental, social 

and governance attributes, the “High” and “Some” focus levels were included in the regression, 

while the “Low” focus level was left out as the comparative baseline. The “Medium” and 

“High” risk levels, as well as the return on investment attributes were also included. The return 

on investment variable was coded as a continuous variable, while all other variables were coded 

as dummies; HEnvironment was denoted as 1 for a high focus, and 0 otherwise. SEnvironment 

was denoted as 1 for some focus, and 0 otherwise. For the social and governance dummies as 

well as the risk dummies, the same coding approach was applied. Return was included as a 

continuous variable, while the levels stated for the attribute in the DCE were stated as either 8, 

10 or 12 % as the return on investment. A 95 % confidence level was applied to the regression. 

 

 
Figure 4: Multivariate Analysis  

 

The pseudo R2 of 0.2684 gives a good model fit. In order to have a reliable outcome of the 

regression, the R2 should be in between 0.2 and 0.4 (Louviere et al., 2000), which is the case of 

the underlying regression. Moreover, the chi2 is another goodness of fit test, and is given by a 

                                                                              
       _cons      6.64457    2.30649     5.46   0.000     3.365072    13.12017
   SCorpGovn     .7069949   .0740869    -3.31   0.001     .5757286      .86819
   HCorpGovn     .0638731   .0100526   -17.48   0.000     .0469194    .0869528
     SSocial     3.692773    .473042    10.20   0.000     2.872859    4.746692
     HSocial     .5041694   .0661523    -5.22   0.000     .3898432    .6520232
SEnvironment     .0814278   .0125347   -16.29   0.000     .0602202     .110104
HEnvironment     .0803951   .0136246   -14.87   0.000     .0576736    .1120683
       MRisk     .1925685   .0229602   -13.82   0.000     .1524388    .2432624
       HRisk     2.046086   .2905289     5.04   0.000     1.549029    2.702639
      return     2.055861   .5807338     2.55   0.011     1.181813    3.576339
                                                                              
      choice   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

Log likelihood = -1452.3031                     Pseudo R2         =     0.2684
                                                Prob > chi2       =     0.0000
                                                LR chi2(9)        =    1065.49
Logistic regression                             Number of obs     =      2,880
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value close to zero, which applies in the given logistic regression. Applying a logistic regression 

on the overall choice output of the DCE makes it possible to understand a potential relationship 

between variables on the general decision of the respondent. In the given case, all attributes had 

a significant effect on the choice utility. The odds ratios of the outcome of the conducted 

regression implies either a positive or negative influence on utility. Moreover, they give an 

indication of the likelihood of the respondents choosing a certain alternative with specific 

combinations of attributes. In a nutshell, the odds ratios imply the effect of the different 

attributes on the respondents’ choice utility. 

   

Taking a closer look at the variables, only the return, the high risk level and some focus on the 

social factor seem to have a positive impact on the utility of the choice. Concerning the negative 

impact on the utility, both the high and some focus levels of the corporate governance attribute 

indicate a negative effect on utility. Furthermore, the environmental focus attribute was also 

found to have a negative effect on choice utility.  

 

After looking into the outcome of the regression, it can be concluded that all attributes have an 

influence on the decision between the scenarios within the experiment. To observe for 

differences in preferences among individuals with different demographical backgrounds, 

attitudes and perceptions, interaction variables were included in the original model in Figure 4. 

The model was extended with interactions of all attributes and the variables of gender, age, 

education, income and concern. Nonetheless, none of the interaction variables tested proved to 

have a significant effect on the utility of the choice. For a full list of the interaction regressions, 

see Appendix III. 

 

5.4. Test of Hypotheses 

While the multivariate analysis provided the relative effects of the different attributes on 

respondents’ utility, the hypotheses generated from the literature requires an analysis on the 

specific choice of investing with a focus on the ESG factors. For the multivariate analysis, the 

dependent variable was defined as the total outcome of the choices made. Thus, to test the 

defined hypotheses, the choice pattern needed to be reshaped to follow a certain investment 

behavior. To do so, the researchers reshaped the output’s choice pattern into a dummy variable, 
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which reflected a specific investment behavior needed for the required analysis. For example, 

to test a predictive model for environmentally responsible investment behavior, the researchers 

created a dummy variable as follows:  

 

𝐷ABC"DEBFGBH =
			1, 𝑖𝑓	𝑡ℎ𝑒	𝑖𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡	𝑖𝑠	𝑒𝑛𝑣𝑖𝑟𝑜𝑛𝑚𝑒𝑛𝑡	𝑓𝑟𝑖𝑒𝑛𝑑𝑙𝑦
0, 	𝑜𝑡ℎ𝑒𝑟𝑤𝑖𝑠𝑒  

 

The investments were considered environmentally focused if the respondent chose, at least, the 

“some focus” level of the environment attribute. The dummy received a value for each of the 

2880 full sample observations. The same approach was adopted to create two more dummies 

for social and corporate governance focused investment behavior, called 𝐷SET"UV and 

𝐷WECGDBUBTG. These dummies reflected three specific responsible investment approaches, and 

could be used as dependent variables in a regression model. It was now possible to regress the 

different variables in order to find possible predictions or causality in the data of the 

questionnaire. For the second hypothesis, the information from Qualtrics provided descriptive 

statistics to test it, and the output data from the first hypothesis provided further information. 

For the third and fourth hypotheses, the age levels and the countries information were coded as 

dummy variables. 

 

The researchers created predictive models by using binary logistic regressions. Throughout the 

analysis, a 95% confidence level was applied to indicate the variables’ significance. Thus, if 

the p-value was over 0.05, the variable was not considered to have a significant effect on the 

dependent variable in question. The first hypothesis was defined as follows: 

 

H1: Individuals concerned about environmental, social or governance issues are more willing 

to sacrifice financial return on investment for socially responsible return on investment 

 

In order to test if concern for either of the ESG factors had an effect on the choice of investing 

accordingly, the conducted regression consisted of three dummies. The DEnvironment refers 

the previously defined dummy variable following an environment responsible investment 

behavior, while the DHighConcernEnv represents a dummy variable which assumes the value 

1 if the respondent’s concern of environment was chosen to be either “Quite concerned or 
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“Really concerned”. LowReturn was a dummy variable assuming the value 1 if the investment 

choice of a respondent contains the lower return of investment of 8 %, and 0 otherwise.  

 

For the social and governance principles, the same regressions were run, only with the variables 

DSocial and DGovernance as the dependent variables, and DHighConcernSoc and 

DHighConcernGov as the independent variables reflecting the concern for the respective focus 

area. The variables were regressed in order to investigate if the respondents who considered 

themselves to be quite or really concerned about the ESG focus areas actually behaved 

accordingly and chose to invest in the respective focus area. The regressions can be seen in 

Figure 5. 

 

 

 
Figure 5: ESG Investment Behavior 

                                                                                 
          _cons     2.410435   .1384199    15.32   0.000     2.153847     2.69759
      LowReturn     1.090921   .1072904     0.88   0.376     .8996608    1.322841
DHighConcernEnv     1.385268   .1232579     3.66   0.000     1.163579    1.649194
                                                                                 
   DEnvironment   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1657.7799                     Pseudo R2         =     0.0044
                                                Prob > chi2       =     0.0007
                                                LR chi2(2)        =      14.59
Logistic regression                             Number of obs     =      2,880

                                                                                 
          _cons     3.454206    .198443    21.58   0.000     3.086363     3.86589
      LowReturn     .4488724   .0414037    -8.68   0.000     .3746353    .5378203
DHighConcernSoc     1.143346   .1145316     1.34   0.181       .93953    1.391376
                                                                                 
        DSocial   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1615.1071                     Pseudo R2         =     0.0227
                                                Prob > chi2       =     0.0000
                                                LR chi2(2)        =      75.19
Logistic regression                             Number of obs     =      2,880

                                                                                  
           _cons     2.033292   .0952266    15.15   0.000     1.854961    2.228767
       LowReturn     .8716772   .0783727    -1.53   0.127     .7308428    1.039651
DHighConcernGovn     1.349981   .2453516     1.65   0.099     .9454235    1.927653
                                                                                  
     DGovernance   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                  

Log likelihood =  -1832.016                     Pseudo R2         =     0.0014
                                                Prob > chi2       =     0.0798
                                                LR chi2(2)        =       5.06
Logistic regression                             Number of obs     =      2,880
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Analyzing the regression output, the concern for social and governance issues had no significant 

coefficient. Therefore, the two independent variables could not be deemed to predict the 

investment behavior of the respective area. Nonetheless, the respondents who considered 

themselves to be either quite or really concerned for the environment were found to be more 

likely to be an environmentally responsible investor. The logistic regression for the 

environmental friendly investor behavior was indicated to be affected by the positive and 

significant odds ratio of DHighConcernEnv. In other words, the odds of investing more 

environment friendly are 39 % higher if the respondent has a high concern for the environment. 

However, as noted, only the environmental concern specifically indicates an effect on the 

decision of investing in the respective area. 

 

The variables of concern were also tested for an effect on DReturnMax, which refers to the 

investment behavior of maximizing return. If the respondents’ considered themselves quite or 

really concerned about the environmental issues, they were deemed less likely to invest to 

maximize return. Thus, the odds of a person investing with a maximum return were found 

higher for those with a lower degree of concern for environmental issues. Based on these 

findings, H1 is accepted, at least for the higher concern about environmental issues. The results 

indicate that respondents who are concerned about environmental issues are more willing to 

sacrifice financial return on investment for social or ethical return on investment. The regression 

can be seen in Figure 6. 

 

 
Figure 6: Return and Concern about ESG 

 

                                                                              
       _cons     2.545274   .2401847     9.90   0.000      2.11549    3.062374
 DRelaxConcG     .9219957   .0783605    -0.96   0.339      .780522    1.089112
 DRelaxConcS     .8994492   .0832299    -1.15   0.252     .7502592    1.078306
 DRelaxConcE     .7746823   .0804707    -2.46   0.014     .6319816    .9496046
                                                                              
  DReturnMax   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

Log likelihood = -1852.4243                     Pseudo R2         =     0.0035
                                                Prob > chi2       =     0.0043
                                                LR chi2(3)        =      13.18
Logistic regression                             Number of obs     =      2,880



68 
 

 

The second hypothesis was defined as follows: 

 

H2: Individuals are considering the environmental category to be the most important when it 

comes to investing responsibly 

 

In order to test H2, the statistical analysis of H1 was reconsidered. The only variable that was 

found to have a significant effect on investing with an ESG focus was within the environmental 

focus area. Respondents who revealed a high concern about environmental issues were found 

more likely to decide for the environmental focused alternatives within the choice sets. It is 

important to mention, that the respondents were not considered biased within their investment 

decision, since the question regarding the respondents perceived concern about the ESG factors 

were asked after the investment decisions were made. Since environmental concern was the 

only factor helping to predict the investment choice, the results indicate that respondents have 

a real opinion and position regarding the environment related topics and the area’s importance. 

  

In addition to this, the researchers were able to accept H2 also through descriptive statistics. 

When the respondents were asked to rank the ESG areas according to their relative importance, 

both the social factor and the environmental factor were considered the most important to 

respondents. Thus, the environmental issues could not be concluded to be seen as most 

important ESG factor to respondents. Nonetheless, the levels of concern for each of the factors 

showed a somewhat different picture. Figure 7 shows the two highest denoted concern levels 

on a scale of five. The highest level defined as “Really Concerned” indicate that more than 55% 

of respondents found the environment to be the ESG area of highest concern. The pattern of 

respondents’ concern in relation to the ESG areas in Figure 7 can be seen through all the five 

concern levels; the higher in the scale, the larger the proportion of concern for the environment, 

and the lower the proportion of concern for corporate governance.     
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Figure 7: Concern Levels 

 

The third hypothesis was denoted as: 

 

H3: Younger individuals are more likely to invest with a SRI focus than what older 

individuals are  

 

For simplicity when testing the third hypothesis, the age levels of the respondents were coded 

into dummy variables and added to the data. In order to make it comfortable for the respondents, 

the researchers provided them with seven age margins in the questionnaire. Nonetheless, due 

to the young sample, the age categories were grouped together into three different age groups, 

including those under 25, those in the ages between 25-35 and those above 35 years. This was 

argued to best capture a potential effect on behavior of those in the higher age groups as well. 

To test the effect of being of younger age on choosing the ESG focused investments, the 

variables indicating an age under 25 and ages between 25 and 34 were included, while the 

variable indicating an age over 35 years was left as the baseline. 

 

As shown in Figure 8, the final outcome of the regressions showed no effect of age on either 

of the ESG focused investment behavior. Thus, according to the underlying experiment, age 

could not be concluded to indicate an effect on responsible investment behavior. Therefore, H3 

was rejected.  
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Figure 8: Age and ESG Investment Behavior 

 

 

 

 

 

 

 

                                                                                 
          _cons     2.585602   .2911582     8.44   0.000     2.073528    3.224136
     Bet25and34     .9272658    .111004    -0.63   0.528      .733341    1.172472
        Under25      .980275   .1289249    -0.15   0.880     .7575279     1.26852
DHighConcernEnv     1.379206   .1236037     3.59   0.000     1.157031    1.644044
                                                                                 
   DEnvironment   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1657.8912                     Pseudo R2         =     0.0043
                                                Prob > chi2       =     0.0024
                                                LR chi2(3)        =      14.37
Logistic regression                             Number of obs     =      2,880

                                                                                 
          _cons     2.889615   .3051833    10.05   0.000     2.349315    3.554173
     Bet25and34     .9740794   .1157173    -0.22   0.825     .7717462    1.229459
        Under25      .886615   .1146753    -0.93   0.352     .6880819    1.142431
DHighConcernSoc     1.129049   .1117708     1.23   0.220     .9299242    1.370812
                                                                                 
        DSocial   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1651.2954                     Pseudo R2         =     0.0009
                                                Prob > chi2       =     0.4218
                                                LR chi2(3)        =       2.81
Logistic regression                             Number of obs     =      2,880

                                                                                  
           _cons     2.163152    .212838     7.84   0.000     1.783755    2.623245
      Bet25and34     .8764924   .0973264    -1.19   0.235     .7050664    1.089598
         Under25     .9164446   .1122231    -0.71   0.476     .7208957    1.165038
DHighConcernGovn     1.331682   .2433871     1.57   0.117     .9307418    1.905337
                                                                                  
     DGovernance   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                  

Log likelihood =  -1832.452                     Pseudo R2         =     0.0011
                                                Prob > chi2       =     0.2423
                                                LR chi2(3)        =       4.18
Logistic regression                             Number of obs     =      2,880
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The fourth hypothesis was defined as follows: 

 

H4: Swedish individuals are more likely to invest with a SRI focus than Danish and German 

individuals 

 

The regression conducted to test the effect of nationality on responsible investment behavior, 

builds on the model in Figure 8. Again, the dummy of the actual investment choice with respect 

to either having a focus on environment, social or governance factors is defined as the 

dependent variable in the logistic regression. In order to test the hypothesis of Swedish 

respondents being keener to invest responsibly, the nationalities of the respondents were coded 

into a dummy variable, in which Swedish respondents undertook the value 1, and all other 

nationalities zero. Figure 9 shows the regression models including Sweden. 

 

 

 

                                                                                 
          _cons      2.57673   .2933803     8.31   0.000     2.061356    3.220955
         Sweden     1.018948   .0936057     0.20   0.838     .8510526    1.219966
     Bet25and34     .9260711   .1110169    -0.64   0.522     .7321545    1.171348
        Under25     .9762542    .129888    -0.18   0.857     .7521645    1.267106
DHighConcernEnv     1.375147   .1248246     3.51   0.000     1.151023    1.642912
                                                                                 
   DEnvironment   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1657.8703                     Pseudo R2         =     0.0043
                                                Prob > chi2       =     0.0061
                                                LR chi2(4)        =      14.41
Logistic regression                             Number of obs     =      2,880

                                                                                 
          _cons     2.927619   .3171921     9.91   0.000     2.367507    3.620243
         Sweden     .9520773   .0858189    -0.54   0.586     .7978956    1.136052
     Bet25and34     .9765257   .1161056    -0.20   0.842     .7735327    1.232789
        Under25     .8954518   .1169719    -0.85   0.398     .6931873    1.156735
DHighConcernSoc     1.127989   .1116898     1.22   0.224     .9290123    1.369582
                                                                                 
        DSocial   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1651.1473                     Pseudo R2         =     0.0009
                                                Prob > chi2       =     0.5401
                                                LR chi2(4)        =       3.11
Logistic regression                             Number of obs     =      2,880
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Figure 9: Nationality and ESG Investment Behavior I 

 

From the models, it can be concluded that being Swedish did not prove to have a significant 

effect on investing with a focus on either of the ESG factors. To test for a potential effect on 

the two other countries of focus, Denmark was added to the model in Figure 9, while Germany 

was left as the comparative baseline. 

 

 
Figure 10: Nationalities and ESG Investment Behavior II 

 

Neither of the nations were found to have a significant effect on either of the ESG focused 

investment behavior. From the outcome it can be concluded, that being from a specific country 

does not increase the odds of being a responsible investor. There is no significance given within 

the regressions, and therefore, none of the variables can be said to have a significant effect on 

responsible investment behavior. 

                                                                                  
           _cons     2.154787   .2176301     7.60   0.000     1.767805    2.626481
          Sweden     1.014426   .0856042     0.17   0.865     .8597858     1.19688
      Bet25and34     .8759193   .0973216    -1.19   0.233     .7045126    1.089029
         Under25     .9139367   .1128865    -0.73   0.466     .7174282     1.16427
DHighConcernGovn     1.333897   .2441465     1.57   0.115     .9318042    1.909501
                                                                                  
     DGovernance   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                  

Log likelihood = -1832.4376                     Pseudo R2         =     0.0011
                                                Prob > chi2       =     0.3780
                                                LR chi2(4)        =       4.21
Logistic regression                             Number of obs     =      2,880

                                                                                 
          _cons     2.296637   .3062336     6.24   0.000     1.768451    2.982576
        Denmark     1.202186   .1352416     1.64   0.102     .9643049    1.498748
         Sweden     1.085935   .1078765     0.83   0.407     .8938111    1.319356
     Bet25and34     .9764792   .1212244    -0.19   0.848     .7655809    1.245475
        Under25     1.031375    .141435     0.23   0.822      .788296     1.34941
DHighConcernEnv     1.388854   .1263507     3.61   0.000     1.162034    1.659948
                                                                                 
   DEnvironment   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1656.5202                     Pseudo R2         =     0.0051
                                                Prob > chi2       =     0.0043
                                                LR chi2(5)        =      17.11
Logistic regression                             Number of obs     =      2,880
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5.5. Additional Findings 

While analyzing the findings related to answering the pre-defined hypotheses, the researchers 

came across other findings that were considered interesting for the study. One of these refers to 

the gender of the respondents. Taking the different genders into consideration, it can be 

concluded that gender has an effect on the general investment behavior. The researchers created 

another dummy variable which is following a certain pattern of investment choices. This 

dummy assumed the value of 1, when the highest return choice was made, and zero otherwise. 

The dummy was denoted as DReturnMax. 

 

 
Figure 11: Maximizing Return Investment Behavior 

 

From Figure 11, it can be concluded that the odds of investing to maximize return are lower for 

women than for men. Moreover, people with no degree from university were found to be more 

likely to choose the highest return options. 

 

Additionally, a dummy variable capturing the investment pattern of risky investment choices 

was created. The variable DHighRisk assumed the value 1 if the investments choices included 

the highest risk level, and zero otherwise. The risky investment behavior was included as a 

dependent variable. In order to ensure consistency between the self-stated risk preferences from 

the survey and riskier investment behavior, the dummy variable RiskAppetite was included. It 

undertook the value 1 when the stated risk appetite was high, and zero otherwise. The variable 

                                                                              
       _cons     1.798424   .2505412     4.21   0.000     1.368705    2.363057
     Denmark     1.141525   .1197987     1.26   0.207     .9292983    1.402219
      Sweden     1.137203   .1078117     1.36   0.175     .9443663    1.369417
      female     .8120243   .0655363    -2.58   0.010     .6932195    .9511899
  Bet25and34     1.082285   .1246338     0.69   0.492     .8636129    1.356327
     Under25     1.039349   .1319189     0.30   0.761     .8104437    1.332906
    NoDegree     1.403072   .1946512     2.44   0.015     1.069032    1.841488
       LRisk     .8188274   .0708358    -2.31   0.021     .6911239    .9701274
       HRisk     1.976125   .2826621     4.76   0.000        1.493    2.615586
                                                                              
  DReturnMax   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

Log likelihood = -1825.2966                     Pseudo R2         =     0.0181
                                                Prob > chi2       =     0.0000
                                                LR chi2(8)        =      67.43
Logistic regression                             Number of obs     =      2,880
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was found to be significant, and the odds of investing with high risk was considerably higher 

for an individual with a risk appetite, than for an individual not having risk appetite. Knowing, 

that a person has a high-risk appetite therefore increases the probability of predicting the 

investment behavior of a person. This provides proof of the consistency of the experiment, since 

a structure behind the person can be identified and it can be concluded that the respondents 

understood the experiment. The goodness-of-fit chi2 test is still proving a good model fit.  

 

 
Figure 12: High Risk Investment Behavior 

 

Furthermore, the model in Figure 12 found a significant effect on investing with a high risk if 

being of German nationality. The finding suggests that the odds of a German investing with 

higher risk is significantly lower than for other countries, and thus, there are indications of 

German respondents being more risk averse other nationalities. 

 

Another research approach about gender differences can be made with the connection between 

gender and the degree of concern. The choice alternative of a high concern on all E, S and G 

factors are taken as the dependent variable and the dummy female as the explanatory variable. 

 

                                                                              
       _cons     .2818079   .0333298   -10.71   0.000     .2235015    .3553252
     Germany     .7947436   .0883419    -2.07   0.039     .6391597    .9881996
  Bet25and34     .9735968   .1173294    -0.22   0.824     .7687758    1.232987
     Under25      .943831    .121274    -0.45   0.653     .7337064    1.214133
    NoDegree     1.154726   .1535738     1.08   0.279       .88976    1.498599
RiskAppetite     1.740607   .1573539     6.13   0.000     1.457976    2.078025
                                                                              
   DHighRisk   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

Log likelihood = -1642.8295                     Pseudo R2         =     0.0170
                                                Prob > chi2       =     0.0000
                                                LR chi2(5)        =      56.67
Logistic regression                             Number of obs     =      2,880
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Figure 13: Concern and Demographics 

 

                                                                                 
          _cons     1.167249   .1943358     0.93   0.353     .8422604    1.617634
         female     1.553865   .1236058     5.54   0.000     1.329543    1.816034
         Degree      .534771   .0665258    -5.03   0.000     .4190617    .6824294
        Under25     .5251317   .0621051    -5.45   0.000     .4164858    .6621193
     Bet25and34     .5524028   .0589607    -5.56   0.000     .4481288      .68094
          LRisk     .9588294   .0860998    -0.47   0.640     .8040928    1.143343
          HRisk     1.210078   .1530752     1.51   0.132     .9443565    1.550567
   SEnvironment     1.243785   .1273508     2.13   0.033     1.017632    1.520196
   HEnvironment     1.425079   .1471934     3.43   0.001     1.163912    1.744848
                                                                                 
DHighConcernEnv   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1859.3936                     Pseudo R2         =     0.0301
                                                Prob > chi2       =     0.0000
                                                LR chi2(8)        =     115.49
Logistic regression                             Number of obs     =      2,880

                                                                                 
          _cons     .1449043   .0294031    -9.52   0.000     .0973556     .215676
         female     1.656034   .1444079     5.78   0.000     1.395865    1.964694
         Degree     1.386539   .2141471     2.12   0.034     1.024392    1.876712
        Under25     1.140547   .1572023     0.95   0.340     .8705458     1.49429
     Bet25and34     1.292249   .1596593     2.08   0.038      1.01433    1.646317
          LRisk     1.099508   .1061493     0.98   0.326     .9099579    1.328543
          HRisk     1.197095   .1646908     1.31   0.191     .9141645    1.567592
        SSocial     1.072854   .1219525     0.62   0.536     .8585857    1.340595
        HSocial     1.138648   .1255683     1.18   0.239     .9173192    1.413379
                                                                                 
DHighConcernSoc   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                 

Log likelihood = -1609.6113                     Pseudo R2         =     0.0167
                                                Prob > chi2       =     0.0000
                                                LR chi2(8)        =      54.51
Logistic regression                             Number of obs     =      2,880

                                                                                  
           _cons     .0604779   .0154454   -10.99   0.000     .0366615    .0997664
          female     1.784206    .298692     3.46   0.001     1.285128    2.477102
         Under25     .1960696   .0579582    -5.51   0.000     .1098488    .3499656
      Bet25and34     .6214678   .1154141    -2.56   0.010     .4318573    .8943284
           LRisk     1.092878    .203162     0.48   0.633     .7591655    1.573283
           HRisk     1.120693   .2948673     0.43   0.665     .6691531    1.876928
       SCorpGovn     1.310701   .2655982     1.34   0.182     .8810849    1.949798
       HCorpGovn     1.313519   .2840442     1.26   0.207     .8597396    2.006809
                                                                                  
DHighConcernGovn   Odds Ratio   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                                  

Log likelihood = -589.35762                     Pseudo R2         =     0.0462
                                                Prob > chi2       =     0.0000
                                                LR chi2(7)        =      57.15
Logistic regression                             Number of obs     =      2,880
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The output gave the following result. Knowing that a person is female increases the probability 

of high concern on all ESG factors. The dummy variable female is significant in all of the three 

logistic regressions. Lastly, it was found that a university degree has a significant influence on 

the concern level regarding the ESG factors. For all ESG factors, a degree proved to increase 

the odds of having a higher concern.  
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6. Discussion 

While the previous chapter presented the conducted statistics and the empirical findings, the 

following chapter discusses the empirical findings in relation to the literature review and the 

theoretical framework of behavioral finance. The chapter is structured according to the order 

of the tested hypotheses, and concludes with answering the overall research question of the 

study. A discussion of the limitations of the findings is also included in this chapter. 

 
As noted by von Wallis and Klein (2015), the growth in SR retail investments over the years 

has led to the rethinking of the attributes that are classically considered to affect an investment 

decision. While liquidity, risk and return have for long been considered the main factors 

affecting investment decisions, sustainability is argued to increasingly influence decisions of 

what and where to invest. Nonetheless, the findings from the multivariate analysis in this study 

still propose a rather scattered picture of what factors positively affect investors’ choices. 

Return on investment was found to have a significant and positive impact on the investors’ 

utility, suggesting that an increase in financial return on investment also increases the choice 

utility of the respondents. Furthermore, the effect of the three ESG factors proved to have very 

different effects on the choice utility. All the ESG attribute levels but “some focus” on the social 

factor proved to actually negatively affect the choices made. Thus, for the overall choice utility, 

there are indications of the social factor affecting choice positively. The significant and positive 

impact of the social factor can have several different explanations. It can be argued that the 

moderate focus of the social factor can be seen as a potential reason for its significance, in 

relation to the other attributes and levels. The significance of a moderate attribute level may 

suggest a prioritizing of other factors such as return, and that a moderate focus on an additional 

factor is not considered to outcompete another investment goal. 

 

Nonetheless, the findings from the multivariate analysis are still considered rather surprising. 

While it could have been presumed that financial return was going to have the largest positive 

effect on choice utility, the ESG levels, excluding the moderate focus on the social factor, were 

still not expected to have a negative effect on choice utility. Nonetheless, the focus on the return 

of the investment can have many potential explanations. Firstly, it can undoubtedly be argued 

that the very fundamentals of investing includes the expectancy of getting something back. It 

is thus possible that respondents simply focused mainly on the financial return. It can be argued 
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that the strong expectations and perceptions of what an investment entails, hinders the intake 

of new information, as found by Kahneman et al. (2011). The focus on return may also be an 

effect of the current economic situation, encompassed by the reference state (Kahneman & 

Tversky, 1979), of the overall young respondents. Secondly, this effect might also have been 

amplified by the design of the choice alternatives in the DCE, which had return on investment 

on the top. Thus, it is considered possible that respondents’ cognitive attention limited them 

from valuing and including the other attributes listed further down in the investment 

alternatives. Applying this aspect to Khaneman’s (2001) argument of the relationship between 

two cognitive systems at interplay, it can be discussed if respondents mainly acted intuitively 

rather than reflective when making their investment choice. Thirdly, while the different return 

levels were kept at a relatively close scale to avoid potential amplification effects of large level 

differences, it can never be concluded that the increase in return through the levels did not 

overrule the differences between levels of the other attributes. In the end, it is difficult to 

distinguish between real effects of behavior, and amplified effects caused by the design of the 

experiment.  

 

Surprisingly, the sub group analysis found that no interaction terms were found to have an effect 

on the overall choice utility of the respondents. Thus, there are no indications of any 

sociodemographic factors affecting the overall choices for this experiment. Nonetheless, when 

analyzed closer in relation to SR behavior specifically, some factors were indeed proved to have 

an effect. These effects will be further outlined below. 

 

With a background in previous research on SRI investors, the first hypothesis sought to test if 

a higher concern in either of the ESG areas would result in a larger focus on responsible 

investments, and less focus on financial return. The empirical findings derived for answering 

this hypothesis are somewhat divided. On the one hand, the findings suggest that if an individual 

is more concerned about the environmental factor in particular, the odds of him or her choosing 

a fund investment alternative with a higher focus on the environmental factor is significantly 

higher than for those who do not consider themselves to be concerned about the environment. 

Furthermore, the statistical analysis also found that a higher concern for the environmental 

factor will decrease the odds of an individual choosing the investment fund option that 

maximizes the financial return. In short, it is indicated that being concerned about the 
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environment increases the odds of choosing to invest according to the concern, and that this 

higher concern has an effect on the pursuit of financial return.  

 

The findings are consistent with previous research. Barreda-Tarrazona et al. (2011) for example 

find that a higher concern for SR matters increases the chance of investing in a SR fund profile. 

Moreover, previous research has proposed that among certain individuals, there is a willingness 

to trade some financial return for social or ethical return. Based on survey responses, Nilsson 

(2009) finds that individuals can be grouped according to their investment focus on SR and 

financial return, while Sparkes (1998) finds that more than a third of individuals are willing to 

sacrifice at least some financial return in order to invest in a SRI fund rather than a conventional 

fund. Thus, for the environmental part of ESG concerns, previous SR investor research support 

the findings in this study. From a behavioral perspective, the behavior of investing according 

to concern can be argued to be affected by the idea of loss aversion and the individual’s relative 

reference state, defined by Kahneman and Tversky (1979) and Tversky and Kahneman (1991). 

As elaborated on in the literature review, the reference state commonly refers to the individual’s 

present situation, and his or her ambitions, beliefs and anticipations. Thus, depending on the 

individual’s reference state, the dimensions that make up the choice in question cause a certain 

interpretation of the perceived benefits and consequences of that choice. Assuming a situation 

in which financial return and focus on the environmental matters are put in a trade-off situation 

as defined in the first hypothesis of this study, the notion of loss aversion applied to the findings 

of this study suggests that an individual with high concern for the environment is more likely 

to choose the option of gain in environmental focus only, rather than lose some environmental 

investment focus for a higher financial return. In a nutshell, the findings of this study indicate, 

as in loss aversion theory, that an individual’s point of reference affects the loss aversion and 

the choice-making behavior.   

 

Nonetheless, the previously mentioned SR investor studies do not separate the areas of focus 

that are traditionally encompassed in the concept of SRI. Thus, while it is known that there is a 

willingness among some to give up financial return for SRI, the SRI concept has not been 

broken down enough to know for what aspects of SRI people are willing to invest in, even if it 

means less financial return. The separation of SRI focus of an investment into environmental, 

social and corporate governance in this study allows more in depth insights into which factor 
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drives this willingness. As noted in the previous chapter, being highly concerned about the 

social and corporate governance factors cannot be concluded to have a significant effect on the 

odds of investing in a fund profile with a higher focus on the social and corporate governance 

matters. Nor can it be said that a higher concern for these factors result in less maximizing 

financial return behavior. While it is recognized that these findings may be subject to statistical 

errors, and might be affected by the relatively small sample size, they still indicate that being 

concerned about these two factors does not translate into an affirming investment behavior. 

Nonetheless, the “some focus” level of the social attribute was still found to affect the general 

utility of investment choices. However, relating the concern level and its non-effect on the 

behavior of investing with a social focus, as well as the negative effect on overall utility of the 

high social focus factor, it is rather argued that the social factor was relevant as a secondary 

investment priority for the respondents.   

 

Since previous research mainly focuses on SRI in large, it is difficult to draw any conclusion 

about the social and governance factors in the investment behavior context in relation to the 

literature. One potential explanation might be related to the interpretation of the social and 

corporate governance concepts in relation to the environmental one. While one might still 

consider oneself to be highly concerned about the all of the three areas, it can be discussed if 

the social and governance factors are considered more vague or difficult to encompass, when it 

comes to actually making the investment decision. Even so, the potential reasons are 

speculative. The gap in the previous research concerning investment behavior in relation to 

different focus areas of SRI offers an interesting area for future research. Therefore, the 

hypothesis that a high concern for the ESG factors would translate into an investment behavior 

in which financial return would stand back for a larger focus on the respective ESG area, can 

only partially be accepted. Nonetheless, the finding that the concern for environmental matters 

in particular seems to be the only one of the ESG factors that has a significant effect on 

investment behavior, inevitably leads the discussion to the second hypothesis of this study. 

 

The second hypothesis sought to test if the environmental aspect of SRI is considered the most 

important when it comes to investing responsibly. While the respondents fairly evenly ranked 

the environmental and the social factors as being the most important to them, the environmental 

part of the ESG factors was still clearly considered to be the area of most concern for a majority 
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of the respondents. Together with the findings from the test of the first hypothesis, where a high 

concern for environmental matters was found to be the only ESG factor significantly affecting 

the investment behavior accordingly, it can be concluded that there are indications of the 

environmental attribute being the most important when it comes to investing responsibly. 

Although focusing on attitudes and perceptions rather than behavior, this is confirmed by Berry 

and Junkus (2013), who find that environmental matters stand out as being the most connected 

to SRI among a number of concerns also related to the social and corporate governance factors. 

Furthermore, Rosen et al. (1991) also confirms these findings, as respondents of this study most 

frequently mention concern for the environment as the most important aspect of corporate 

responsibility. 

 

The third hypothesis considered the age of individuals and the proneness to invest in funds with 

SRI focus. Specifically, it sought to test if those in younger age segments are more prompt to 

invest responsibly than those in the older age segments. Previous studies have considered if age 

has an effect on the promptness to invest in SRI, but the results have varied. While it has been 

proposed by Junkus and Berry (2010) and Rosen et al. (1991) that younger individuals are more 

likely to invest responsibly, other studies such as McLachlan and Gardener (2004), Tippet and 

Leung (2001) and Matterson (2000) have not find that age has a significant effect on the 

proneness to invest responsibly. This study’s findings follow those of McLachlan and Gardener 

(2004) and others; the effect of age on choosing to invest in the fund alternatives focusing more 

on any of the ESG factors, was not found to be statistically significant. Although realizing that 

the over-representation of respondents in the younger age segments may limit the extent of the 

findings’ indications, the insignificance of age on investing more responsibly is still deemed 

interesting, considering the alleged awareness of responsible consumerism among younger 

individuals. Nonetheless, McLachlan and Gardener (2004) propose a potential explanation for 

younger individuals not being more prone to invest responsibly than those of any other age. 

Comparing conventional investors to SR investors, the researchers find an over-representation 

of conventional investors in the younger age segments, which is suggested to be due to younger 

individuals’ economic situation and their general need for financial resources. Considering the 

generally young sample of this study, which can be assumed to mainly consist of students and 

young professionals, this proposed reason may not be too far-fetched also for the study at hand. 
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Following the suggestion of Barreda-Tarrazona et al. (2011), the fourth hypothesis aimed to 

test if the differences between the SRI markets and the retail investment cultures in the countries 

would also translate into different SR investment behavior. Based on these differences 

elaborated in section 3.3 The SRI Markets and Investors of Sweden, Denmark and Germany, as 

well as the sample characteristics, which confirmed that a majority of the respondents that had 

previously invested responsibly were of Swedish origin, Swedish individuals were deemed to 

be more likely to invest responsibly than Danish and German individuals. However, being 

either Swedish, Danish or German proved to have no significant effect on the odds of choosing 

investment profiles with focus on any of the ESG factors. Thus, differences in SRI markets and 

investment cultures does not, in this study, seem to have an effect on the focus of investment 

behavior. Based on the previous findings of this study, there are rather indications of other 

factors than country of origin having a larger effect on the choice of investing with an ESG 

focus. As previously noted, a perceived concern for especially the environmental area appears 

to be one of these factors. Nonetheless, nationality was found to have an effect on behavior 

concerning the risk factor. Compared to other nationalities, being German decreased the odds 

of choosing riskier investment alternatives. In consistency with this finding, German 

respondents also had lower odds of claiming a perceived large risk appetite than other 

nationalities. While nationalities were not found to have a significant effect on the ESG focused 

investment behavior, the preference for less risk among German individuals still indicate that 

nationalities may affect general investment behavior.                

 

While not specifically tested for the stated hypotheses of this research, certain findings that 

became evident in the statistical analysis of the data are still considered to be worth mentioning, 

as they are deemed interesting in relation to the research question, or to prove the consistency 

and the reliability of the findings. For one, the statistical analysis found that an individual stating 

a high appetite for risk in an investment context, significantly increased the odds of the 

individual also choosing the investment options characterized by higher risks. Among others, 

this finding was deemed to prove a consistency between the respondents’ perception of 

themselves, and the actual investment choices made.  

 

The effect on investment behavior depending on gender was also found significant. Being 

female, the odds of investing to maximize the financial return was found to be significant and 
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lower than for being male. The odds of an individual having a high concern for either of the 

ESG factors were found to be significantly higher for a female than for a male. These findings 

suggest that female individuals might see other aspects than maximizing return as a goal of 

investing. Furthermore, the odds of choosing the investments with the highest risk profile, as 

well as stating a preference for high risk when investing, were found to be larger for men than 

for women. The seemingly different attitude and behavior when it comes to risk is interesting 

when applied to the notion of loss aversion. Following the theory of loss aversion (Kahneman 

& Tversky, 1979), the heavier emotional weight observed for losses than for gains should lead 

to an increased focus on minimizing risk, since minimizing risk evidently can be seen as a way 

to minimize potential losses. The findings of this study suggest that this behavior can be applied 

to women. Nonetheless, the same pattern could not be observed for the investment behavior of 

men. Barber and Odeon (2001) proposes a potential explanation for the riskier behavior among 

men. The authors find evidence for gender having an effect on the investment behavior and the 

risk profile of investment portfolios. In accordance to the findings of the study at hand, Barber 

and Odeon (2001) note that men are more often subject to overconfident investment behavior, 

and are more prone to invest with a higher risk profile. Thus, it is argued that a loss aversion 

effect can be indicated for women, while other and more recent studies provide an explanation 

for the riskier behavior of men.    

   

In conclusion, this study ultimately sought to answer the following question: 

 

Who is the responsible investor, and does nationality affect SR investment behavior? 

 

Based on the findings and the discussion of this study, there are indications of the SR investor 

having a high concern for the environmental aspect of the ESG factors. The effect of concern 

on investing with an environmental focus is argued to follow the argument of individuals’ 

reference state and its effect on loss aversion put forward by Kahneman and Tversky (1979) 

and Tversky and Kahneman (1991). Thus, it is suggested in this study that values and concern 

also, to a certain extent, affect investment behavior. The finding also follows those of the 

previous SR investor research. Neither age nor nationality could be found to have a significant 

effect on investing with a focus on the ESG factors, despite Sweden having both a larger SRI 

retail investment market and more previous SR investors than Denmark and Germany. When it 
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comes to the general investment behavior, the findings of the effect of gender on risk behavior 

are confirmed by Bengtsson et al. (2004) and Barber and Odeon’s (2001) findings of 

overconfidence in the investment behavior of men. Return on investment was still indicated to 

be the most important attribute of total investment utility. 

 

While the findings of this study provide new insights into the behavior of SR investors, it is 

important to bear in mind that the findings essentially are built on an experiment. Moreover, 

the experiment was set up in a hypothetical context. Due to the difficulty of drawing conclusions 

on real-life behavior from behavior in a hypothetical situation, the findings can only provide 

insights into behavioral patterns, rather than claim any certainties or applicability on the 

population as a whole.  Furthermore, the experiment was conducted through a fractional 

factorial design on a relatively small and young sample. Although applying the fractional design 

undoubtedly causes a loss in the complete information that could be extracted from the DCE, a 

full factorial design would not have been feasible considering the included attributes of the 

study. While the sample is still considered to be above the limit of what is acceptable for 

conducting a DCE (Marshall et al., 2010), other effects might have been evident with a larger 

sample and a normal age distribution. It can also be discussed if the design of the different 

investment choices also affected the way respondents behaved in this study. The findings 

suggest a possibility of limited attention among respondents, when it comes to the placement 

of the different attributes in the investment alternatives. 
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7. Implications and Future Outlook  

This research study concludes with implications, both practical and for the area of international 

business research, as well as contributions of the research. Furthermore, it provides 

suggestions for potential future research in the field of socially responsible investors and 

investment behavior. 

 

7.1. Implications for International Business 

With differences in general investment behaviors and SRI markets as basis, this study 

contributes to the research area of international business by applying the aspect of nationality 

to the increasingly important financial sector of SRI. By analyzing the findings of the research 

using concepts and theories from behavioral finance, the study at hand combines the research 

areas of finance, corporate social responsibility, and behavior, all from an international 

perspective. While the nationality of the respondents proved not to have an impact on the SR 

investment behavior in this study, the findings are still argued to act as a springboard to further 

studies correlating nationality and national culture with SRI behavior. 

 

Furthermore, while sociodemographic factors such as age and nationality was not found to have 

a significant effect on SR investment behavior, the findings indicates that concern and 

involvement to a certain extent impact at least environmentally focused investment behavior. 

These findings contribute to the research of SRI by further stressing the implied impact of the 

individual’s reference state in the decision-making process, following the approach of 

Kahneman and Tversky (1979) and Tversky and Kahneman (1991). Furthermore, this study has 

contributed to more in-depth insights into the different concepts encompassed by the notion of 

SRI. While the focus on the ESG factors as means of investing responsibly can still be argued 

to be a rather broad focus, most previous studies have focused on the SRI concepts as a whole. 

This study has provided further insights into the nuances encompassed by SRI.  
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7.2. Practical Implications 

The practical implications of this study are threefold. First, the findings suggest an overall focus 

on return on investments among investors, rather than a focus on the factors characterizing an 

investment as responsible. Assuming this focus, it appears as though financial gains are still the 

major point of concern for individuals faced with investment decisions. Although this 

importance might be inflated by the hypothetical experiment of this study, the finding still 

suggest that SRI product providers can gain from providing investors with clear information of 

the positive impact that can be achieved by investing responsibly, without making a trade-off 

for any financial return. While this study’s findings, together with previous research, suggest 

that some individuals are willing to sacrifice some financial return for social or ethical return, 

it does not mean that they have to, as has been seen in previous research of SRI performance. 

This aspect could be more clearly communicated in order to win over conventional investors to 

the responsible investment field. Awareness of this can facilitate the choice of opting for SRI 

products. Furthermore, it has been argue in previous research that SR investments can lead to 

less risk, which also can be used as informational support in the decision-making process. 

 

Secondly, the environmental aspect of SRI seems to be valued the most of the ESG factors, and 

appears to be perceived the most pressing to investors. Thus, an effect of media attention and 

general increased attention of the human impact on the environment can argued to also have an 

impact on the choice of investment. Therefore, SRI products providers could benefit from this 

focus by specifically pinpointing environmental focus as a selling point.  

 

Finally, concern for the environment was found to be one of the few factors affecting the 

corresponding SR investment behavior, suggesting the importance of individuals’ underlying 

values and perception when deciding where to invest. Thus, to increase the assets invested in 

SRI products, providers should focus on appealing to those with the relevant concerns and 

values, and present SRI products that allow them to invest accordingly.  
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7.3. Suggestions for Future Research 

A central limitation of this study is the hypothetical investment situation that this study’s 

findings are based on. Although the findings appear valuable and provide further insights into 

the research field of SRI, decision-making in real life investment situations would provide more 

solid empirical findings, due to the risk of biased behavior when it comes to hypothetical 

situations. In addition, it is difficult to identify the motives of the investment, and the real risk 

a person would take in the real investment decision through an experiment. Future research 

should therefore concentrate more on individuals about to make a real investment choice. 

Furthermore, the attributes of risk, financial return and the ESG factors are only some of all 

factors potentially affecting investment decisions. Several other factors should to be taken into 

consideration when it comes to SR investment behavior of individuals, and further studies of 

individuals’ intentions behind their investment in correlation to SRI can provide new insights 

of the underlying values affecting investment choices. 

 

This paper specifically focuses on Sweden, Denmark and Germany as countries of origin of the 

investors. While the underlying discrete choice experiment of this thesis provides a basis and a 

first step to investigating the effect of nationality on investment behavior, future research should 

focus on nations further apart, both culturally and geographically. Differences in SR investment 

focus might be observed comparing other and more different countries. While nationality 

generally was not found to have an effect on ethical investment behavior, being German was 

found to have an effect on the behavior when it comes to risk. This finding suggests potential 

relevance of applying nationality culture theory to investment behavior. As an example, 

applying Hofstede’s cultural dimensions suggest that the less risky behavior of Germans in 

comparison with Swedish and Danish respondents can be argued to be explained by the 

uncertainty avoidance dimension. Germany scores significantly higher on this dimension than 

what both Sweden and Denmark do. More extensive research on SR investment behavior and 

nationality is considered interesting for future research. 

  

Lastly, while the paper on hand focuses on the ESG factors as the definition of the responsibility 

in socially responsible investments, further research of other factors usually correlated with the 

concept of SRI could provide more specific preferences for SR investors. In addition, it would 

also be of particular interest to investigate SR behavior when it comes to other investment 



88 
 

products, such as green bonds. Perhaps differences in behavior can be observed by investigating 

different products typically involving other levels of return and risk. 
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8. Conclusion 

This thesis ends with a concluding chapter summarizing the study’s purpose, the methods used 

for accomplishing this, as well as its findings. Furthermore, the chapter provides a short outline 

of the answer to the research question, elaborated on in chapter 6. Discussion.  

 
 

 While the concept of SRI has a long history and has been particularly prominent among 

institutional investors, investing responsibly has increasingly started to gain also retail 

investors’ attention (EUROSIF, 2017). This has prompted the inclusion of sustainability as one 

of the factors affecting investment decisions (von Wallis & Klein, 2015). With the increasing 

demand on SR products seen from individual investors, previous research has sought to identify 

the typical SR investor. Some researchers have focused on the demographics of SR investors 

(Junkus & Berry, 2010; ), while others have explored correlations between willingness to invest 

responsibly, and different attitudes and views of investing (Nilsson, 2009; ). Nonetheless, the 

previous research on SR investors has found rather scattered results. Furthermore, while a few 

experimental and behavioral studies have been conducted, most of the research on SR investors 

is still based on individuals’ self-perceived attitudes and opinions about themselves. In addition, 

research on SR investors in relation to their nationality appears to be a relatively unexplored 

field in the SRI literature. Thus, this study sought to provide further insights into the field of 

SRI and SR investment behavior in particular, by ultimately answering the question of who the 

responsible investor is, as well as investigate the role of nationality on responsible investment 

behavior. 

  

To be able to answer the overall research question of this study, a discrete choice experiment 

was conducted through a web-based survey. The experiment included a set of investment fund 

choices, all including different levels of return on investment, risk, and focus on the three ESG 

elements; environment, social and corporate governance. The findings were analyzed by 

applying prominent behavioral economics theories. The experiment found that overall, the 

different ESG attributes had somewhat different effects on the overall utility of the deciders. 

While the environmental and corporate governance focus areas of the investment were found 

to negatively impact the choices made, the social focus area was found to some extent positively 
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influence the respondents’ utility. Nonetheless, return on investment was still considered one 

of the most important aspects affecting choice utility. 

  

While the different attributes and levels were found to have different effects on the overall 

choice utility, the behavior of investing with a focus on either of the ESG factors was analyzed 

in order to observe the effect of the different nationalities, other sociodemographic factors and 

perceptions and attitudes on responsible investment behavior. The findings indicated that a high 

concern for particularly the environment also resulted in the corresponding investment 

behavior, suggesting that the reference state of the individual, as defined by Kahneman and 

Tversky (1979), affects choice behavior. The environment factor was also found to cause the 

most concern for most respondents. Furthermore, age and the respondents’ nationality was 

concluded not to have a significant effect on responsible investment behavior. To conclude, the 

findings of this study indicate that the SR investor has a higher concern for environmental 

aspects in particular. Thus, it appears as though underlying values, rather than 

sociodemographic characteristics, may cause an increased focus on investing responsibly. 

When it comes to the general investment behavior, the findings of the effect of gender on risk 

behavior are confirmed by Barber and Odeon’s (2001) findings of overconfidence in the 

investment behavior of men. 

  

The findings of this study contributes with further insights in the field of SR investors. Rather 

than studying attitudes and self-stated preferences often subjected to intention behavior gap 

biases (Sheeran, 2002), this research relates respondents’ characteristics to their actual 

behavior. While the study was conducted using non-probability sampling, which limits the 

findings applicability on the general population, the findings still provide indications of SR 

behavior that can be of value for investment product suppliers. According to the indications 

from the findings, SRI products should focus on the environmental area, due to the seemingly 

high concern and its effect on SR behavior. In addition, the effect of the return on investment 

on overall choice preferences suggest a need for clarifying the possibilities of investing 

responsibly while still obtaining high financial returns. Nonetheless, it should also be noted that 

since the conducted experiment was based on a hypothetical situation with a set scenario, 

differences in behavior in real life situations are possible. Thus, rather than conducting 

experiments, real investment decisions in relation to previously stated attitudes would be one 



91 
 

of the most interesting areas of future research. Furthermore, while this study found no 

significant effect on being either Swedish, Danish or German on responsible investment 

behavior, research on nations with larger cultural and geographical distance could possibly 

provide new insights of the potential effect of nationality on SR investment behavior.   
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Appendix II: Control choices 

Question 9, Dominant Alternative 1  

 
 

Question 13, Dominant Alternative 1   
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Appendix III: Sub Group Analysis 

 
 

Coef. z P>z Coef. z P>z Coef. z P>z Coef. z P>z
Return 0,065808 1,71 0.087 0,1083008 1,25 0.213 0,0664241 1,92 0.055 0,0647075 1,55 0.120
HRisk 0,8841368 4,45 0.000 0,5934544 1,51 0.132 0,8027689 4,4 0.000 0,658498 3,19 0.001
MRisk -1,655543 -10,2 0.000 -1,755582 -4,91 0.000 -1,611103 -11,1 0.000 -1,648168 -9,25 0.000
HEnvironment -2,421555 -10,7 0.000 -2,497423 -4,92 0.000 -2,426947 -11,7 0.000 -2,67451 -10,5 0.000
SEnvironment -2,472722 -12,2 0.000 -2,661637 -5,9 0.000 -2,439463 -12,9 0.000 -2,667037 -11,4 0.000
HSocial -0,4718726 -2,75 0.006 -0,7375584 -2,01 0.044 -0,5795053 -3,52 0.000 -0,8801956 -4,52 0.000
SSocial 1,382312 8,09 0.000 1,524999 4 0.000 1,265598 8,08 0.000 1,270328 6,68 0.000
HCorpGovn -2,955266 -13,5 0.000 -2,70793 -5,72 0.000 -2,832722 -14,6 0.000 -2,687563 -11,5 0.000
SCorpGovn -0,288264 -2,05 0.041 -0,1964886 -0,64 0.525 -0,3655798 -2,83 0.005 -0,3289257 -2,11 0.035
Female 0,2503364 0,36 0.722
Degree 0,5856145 0,51 0.612
Sweden 0,1211388 0,16 0.871
Bet25and34 -0,4456779 -0,64 0.523

female#c.Return 0,0064032 0,11 0.911
Henvironment#female -0,2370681 -0,69 0.493
Senvironment#female -0,1108186 -0,35 0.725
Hsocial#female -0,4831459 -1,79 0.074
Ssocial#female -0,1911135 -0,74 0.461
HCorpGovn#female 0,3798383 1,2 0.231
SCorpGovn#female -0,1414678 -0,67 0.504
HRisk#female -0,2350551 -0,81 0.419
Mrisk#female 0,0281856 0,12 0.906

Degree#c.Return -0,0392998 -0,43 0.669
HRisk#Degree 0,1482796 0,35 0.726
MRisk#Degree 0,123486 0,33 0.745
HEnvironment#Degree -0,0299942 -0,06 0.956
SEnvironment#Degree 0,1717411 0,36 0.721
HSocial#Degree 0,0555604 0,14 0.888
SSocial#Degree -0,2495066 -0,62 0.538
HCorpGovn#Degree -0,0489638 -0,1 0.922
SCorpGovn#Degree -0,1689568 -0,51 0.607

Sweden#c.Return 0,0106533 0,18 0.859
HRisk#Sweden -0,204704 -0,7 0.486
MRisk#Sweden -0,1169045 -0,46 0.647
HEnvironment#Sweden -0,2725579 -0,75 0.452

SEnvironment#Sweden -0,2088347 -0,64 0.524
HSocial#Sweden -0,2817196 -1,03 0.304
SSocial#Sweden 0,1319564 0,48 0.630
HCorpGovn#Sweden 0,1945968 0,58 0.561
SCorpGovn#Sweden 0,0503354 0,23 0.820

Bet25and34#c.Return 0,011939 0,21 0.833
HRisk#Bet25and34 0,1150659 0,4 0.687
MRisk#Bet25and34 0,0025691 0,01 0.991
HEnvironment#Bet25and34 0,2876084 0,84 0.400

SEnvironment#Bet25and34 0,2862733 0,92 0.357
HSocial#Bet25and34 0,3644077 1,38 0.168
SSocial#Bet25and34 0,0727883 0,28 0.778
HCorpGovn#Bet25and34 -0,1230302 -0,39 0.698
SCorpGovn#Bet25and34 -0,0305428 -0,14 0.885

Model 1 Model 2 Model 3 Model 4


