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Some Determinants of the Socially Responsible Investment Decision:
A Cross-Country Study

Geoffrey Williams

This paper develops a general model of investor choice to analyze socially responsible
investment (SRI). Drawing on data from a large survey of investors across five
countries, we show that SRI may be driven more by investor attitudes toward the
social aims of firms rather than by financial returns. We also show that investors who
are concerned about social issues as consumers appear to extend this behavior into
their portfolio strategies. We find little evidence that demographic factors affect SRI,
but some indirect evidence that market context in terms of institutional ownership
and the regulatory environment may play a role.

Introduction

According to the Social Investment Forum (SIF
[2003]), more than 11% of all equity and fund hold-
ings in the United States are in socially responsible
investment (SRI) funds. In the United Kingdom, it is
estimated that 59% of the largest pension funds, rep-
resenting 78% of all pension assets in the U.K., have
incorporated social issues into their investment strate-
gies (U.K. Social Investment Forum (UKSIF) [2000]).
These include concerns about the environment, work-
ing practices, treatment of employees, corporate ethics
and governance, charitable and community contribu-
tions, as well as screening to avoid socially damaging
products like tobacco and military hardware. While
there is some debate on what SRI actually is (Sparkes
and Cowton [2004]), a common definition is:

Socially responsible investing (SRI) is an investment
process that considers the social and environmental
consequences of investments, both positive and nega-
tive, within the context of rigorous financial analysis.
It is a process of identifying and investing in compa-
nies that meet certain standards of Corporate Social
Responsibility (CSR) SIF [2003, p. 3].

Standard theories of investor behavior are based
on the premise that investors aim to maximize risk-
adjusted financial returns over a given time hori-
zon, and that their investment choices will be almost
uniquely determined by this objective. The growth in
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SRI provides prima facie evidence that financial re-
turns may not be the only criteria used by a significant
number of investors, and that ethical and social con-
siderations may also play an important role.

This observation has received relatively little atten-
tion in the behavioral finance literature, but a number
of broader management studies, especially on corpo-
rate ethics, corporate governance, and corporate so-
cial responsibility (CSR), have begun to provide some
evidence that social factors are important in investor
choices. Rather than using a single theoretical frame-
work, these studies apply general approaches from the
finance literature such as standard pricing and returns
models (see, for example, Russo and Fouts [1997],
Cummings [2000], Dowell, Hart, and Yeung [2000],
Tippet [2001], and Stone et al. [2001]). Others ap-
ply theories of investor types and investor psychology
(O’Neil and Pienta [1994], McLachlan and Gardner
[2004], Goyen, Phillips, and Beal [2005]); theories of
consumer behavior and marketing in conventional in-
vestment (Thaler [1980], Wilcox [1999], and Clark-
Murphy and Soutar [2005]); stakeholder theory (Free-
man [1984, 1994], Waddock and Graves [1997, 1999]);
and simple demographic profiling (Rosen, Sandler, and
Shani [1991], Tippet [2001], Hayes [2001], and Tippet
and Leung [2001]).

To provide a focus for these many alternative ap-
proaches, we develop a general model of investor
choice to analyze some key factors from the literature
as potential determinants of the SRI investment choice.
They include demographic factors, as well as investor
attitudes and behavior. We draw on data from a large
survey of investors across five countries in which SRI
is relatively well known, which also allows us to assess
whether the market context in different countries may
be a determinant in the SRI decision.

Our research makes three main contributions. First,
we test a number of hypotheses suggested in the current
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academic and practitioner literature on SRI within
a single empirical framework. Second, we provide a
cross-country analysis that compares the behavior of
SRI investors in different contexts and is generally not
available in other studies. Third, we provide insights
for practitioners and providers of financial products
into what factors are driving SRI growth across the
countries in our study.

The paper is organized as follows: the second sec-
tion provides some background on SRI and the dataset
we use for the five countries in our sample. The third
section presents our dataset and develops hypotheses
from a review of the literature, which we test within a
general empirical framework in the fourth section. In
the fifth section 5 we present our results, and the final
section provides some discussion and conclusions.

Background on SRI in Five Countries

Australia

The mainstream ethical investment movement in
Australia began in 1981 with the establishment of
August Investment Proprietary Limited (in 1989,
it became the Australian Ethical Investment Trust)
(Cummings [2000]). The first public ethical fund, es-
tablished in 1986, was the Tower Life Ethical Fund
Series (formerly Friends’ Provident Ethical). In 1989,
Tyndall Ethical Balanced Investment Trust was set up
as the YWCA (Young Women’s Christian Association)
Ethical Investment Trust, which screened for a range of
social factors (Tippet [2001]). In 1996, the Ethical In-
vestment Association (EIA) had ten funds, which had
increased to eighty-nine by 2004.

Several ethical investment milestones occurred at
the end of the 1990s. In 1999, the Ethical Investment
Association (EIA) was formed. Among other things,
the EIA began a series of benchmarking reports on
SRI in Australia, supported by private stakeholders
and the Australian Government Department of Envi-
ronment and Heritage. Knowles [2000] also provides
some estimates for an earlier time period.

The Financial Services Reform Act (FSRA) of
2002 introduced ethical product disclosure statements
(PDSs) for financial services. These were followed in
2003 by the Australian Securities and Investment Com-
mission (ASIC) SRI Disclosure Guidelines. A major
government-sponsored report appeared in 2003, and
concluded that SRI in Australia was in its early stages
but was expected to become increasingly important in
the future (Mays and BT Financial Group [2003]).

The EIA annual reviews of SRI show a significant
increase in activity, from A$10.5 billion (U.S. $5.4 bil-
lion) in 2001 to A$21.5 billion (U.S. $14.5 billion) in
2004. A substantial portion is held by religious organi-
zations (which we discuss below). There has also been

considerable growth in managed and private SRI funds
and in employer pension funds with an “SRI over-
lay,” that is, shareholders who actively work with firms
to ensure their policies meet SRI criteria. Charities
and community finance programs are also important in
Australia (EIA [2004]).

Canada

The first Canadian SRI fund, the Ethical Growth
Fund, was introduced in 1986 by the Ethical Growth
Company (Ellmen [1996]). By 2002, there were more
than fifty funds available in Canada, including many
from U.S. companies active in the Canadian market
(SIO [2005]).

This decade has seen a number of regulatory
changes, including to the Canadian Business Corpo-
ration Act of 2001 that removed a clause that had
prohibited shareholder proposals for changes in com-
pany policy based on social aims. The Canadian In-
stitute of Chartered Accountants introduced disclosure
guidelines in 2001 and there were further initiatives on
mandatory continuous disclosure in 2004.

SRI lobbying has been organized by a number of
groups, including the Social Investment Organisation
(SIO), established in 1989. The SIO produces a bian-
nual survey of SRI in Canada and an annual confer-
ence of SRI stakeholders. Religious groups like the
Mennonite Savings and Credit Union (MSCU) have
also played a role. The MSCU entered into a joint ven-
ture with Meritas Mutual in 2004 to bring their SRI
products to a wider market.

Germany

In Germany, SRI initiatives evolved during the
1970s as part of the environment and peace move-
ments’ focus on alternative forms of economic and
trade policies. One outcome was the foundation of the
“alternative bank,” GLS Gemeinschaftsbank, in 1974,
to offer loans to projects and institutions with social or
environmental aims that might otherwise be excluded
from the traditional finance sector. In 1988, Oekobank
became the first to offer socially responsible products
at the retail end of the market, and the first SRI-based
investment fund, BfG ÖkoRent (now SEB ÖkoRent),
was offered in 1989.

SRI investments in Germany were also influenced
by government policy changes that often came about
because of the presence of the Green Party in coalition
governments. An example is the Renewable Energy
Act of 1991, which encouraged the installation of wind
power stations. Tax advantages for investment funds
focusing on renewable energy increased the interest in
these types of products, as well as shares in “green”
companies, life insurance with SRI criteria, and, above
all, green investment funds.
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There is also strong interest in SRI vehicles from
religious institutions. For example, the Corporate Re-
sponsibility Interface Center (CRIC e.V.) provides pub-
lished investment criteria for investors with a religious
background, foundations, pension trusts, and other in-
stitutional and private investors.1

United Kingdom

Ethical investment in the U.K. has its origins in
Victorian social concerns about temperance and fair
employment conditions. Ethical banking in its modern
form began in 1974 with the creation of Mercury Prov-
ident (now part of Triodos Bank), which lent only to
projects with clear social aims. In 1992, ethical bank-
ing became more widespread when the Co-operative
Bank introduced its successful ethical policies into the
retail banking sector.

The first ethical investment trust in the U.K. ap-
peared in 1984 with the launch of the Friends Prov-
ident Stewardship Fund. This led to rapid growth in
SRI funds, especially those focusing specifically on
environmental issues such as the Merlin Ecology Fund
(now the Jupiter Ecology Fund) in 1988. Environmen-
tal funds are now common in the U.K. market.

In the 1980s and 1990, Conservative governments
began to reform the private pensions market. The
“Stakeholder Pensions Scheme”2 by the Labour Gov-
ernment extended these reforms. As a result, the U.K.
market has been highly influenced by pension funds,
which today own more than 33% of all U.K. shares (up
from 7% in 1963).3

In 1997, a group of university lecturers launched
the “Ethics for USS (the Universities Superannuation
Scheme) Campaign” for the ethical and environmental
investment of their pension funds. The USS adopted
a policy on Sustainable and Responsible Investment
in 2000. In the same year, U.K. law was changed to
require all occupational pension funds to consult for-
mally with members about whether to adopt policies
on social, ethical, and environmental issues. The two
largest funds affected by this accounted for £64.4 bil-
lion (U.S. $118.1 billion) in 2004: the USS, with £19.4
billion (U.S. $35.5 billion), and the Local Authority
Pension Fund Forum, with £45 billion (U.S. $82.4
billion).

The retail section of the SRI market is much smaller
in the U.K., but is still significant. As of 2003, £4.2
billion (U.S. $6.9 billion) was held by retail share-
holders across approximately sixty specialist SRI funds
(source: Ethical Investment Research Service, EIRIS).
And there is now a wide range of private non-profit and
commercial sources of SRI investment information.
One of the most important is social indexes, baskets
of shares in companies chosen as leaders in social and
environmental performance, such as the FTSE4GOOD
family of social indexes introduced in 2001 (which fol-

lowed the earlier introduction of the Dow Jones Sus-
tainability Group Indexes).

In 1991, the formation of the U.K. Social Invest-
ment Forum brought together key players across the
full range of ethical and socially responsible invest-
ment to share knowledge and advance the SRI agenda.
An increasing numbers of organizations act as com-
mercial suppliers of SRI research and information to
U.K. investors.4

The United States

In the U.S., SRI appears to have grown from the
political climate of the 1960s and 1970s, although
Schueth [2003] argues that its history may stem from
the religious beliefs of early American immigrants.
The Pax World Balanced Fund of 1971 and the Calvert
Investment Group Funds of 1982 are the pioneers in
ethical screening. In 1991, the creation of the Domini
Social Equity Fund provided both ethical screening
and shareholder advocacy.

The U.S. environment is characterized by greater di-
versity among SRI approaches. In Europe, SRI is devel-
oping within the context of increasing government reg-
ulation, formal standards, and changing institutional
strategies; in the U.S., SRI is mainly promoted by in-
dependent organizations and specialist fund providers.

As Lydenberg [2002] notes, in the U.S., the “Wall
Street rule” has generally applied: Shareholders are ex-
pected to regulate managers by selling shares instead of
using engagement and shareholder advocacy to change
management practices. As a result, regulation by the
U.S. Securities and Exchange Commission has histori-
cally focused on providing shareholders with access to
proxy statements to allow disclosure of social and envi-
ronmental issues. This is an alternative to direct disclo-
sure regulations adopted elsewhere, but tends to make
SRI more information-dependent and more sporadic.
A number of sources in the U.S. provide information
on corporate social performance indicators, including
the Dow Jones Sustainability Index (DJSI) launched in
1999, and the first index of its type, the Domini Index,
launched in 1990.

The SIF reports that shareholder advocacy, mea-
sured by SRI-related resolutions, increased by 15%
between 2001 and 2003 (Social Investment Forum
[2003]), but only 20.7% of SRI funds use both screen-
ing and advocacy. 78.6% of SRI funds applied screen-
ing only, suggesting that regulation through buying pat-
terns still dominates regulation through engagement.

Religious Organizations

Religious organizations have played a major role
in the early stages of SRI in most of the countries we
study here, and they still command considerable assets.
In Australia, religious organizations held an estimated
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Table 1. Percentage Distribution of SRI Funds in Selected Countries

Australia Canada U.K. U.S.

2001 2004 2000 2004 1997 2001 2001 2003

Managed 12.4 15.3 22.6 32.4 9.7 1.6 5.9 7.0
Retail 25.6 14.7 20.7 22.6 0.0 0.0 13.0 0.3
Institutional 0.0 33.5 54.5 38.9 0.0 81.5 80.8 92.0
Other 62.0 36.5 2.2 6.1 90.3 16.9 0.3 0.6
All 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Sources: Australia: EIA Annual Survey. Canada: SIO Review 2004. U.K.: Sparkes [2002]. U.S.: SIF Bi-annual Review 2003.

A$6.3 billion (U.S $3.3 billion), or 60%, as of 2001,
and A$7.2 billion (U.S. $4.8 billion) or 33% in 2004
(EIA [2004]). In Canada, Kairos, the ecumenical coali-
tion of Canadian churches, reports that in 2004 three
of its members (who use ethical screens) had assets
worth C$1.37 billion (U.S. $1 billion), or about 5% of
Canadian institutional SRI.

In the U.K., Sparkes [2002] estimates that churches
controlled £12.5 billion (U.S. $20.2 billion), or 55%
of SRI assets in 1997, and £13 billion (U.S. $19.7
billion), or 6%, in 2001, excluding property. The fall
in the churches’ share of SRI is mainly attributable to
the rise of other investment vehicles like commercial
funds and occupational pension funds. In the U.S., the
Interfaith Centre on Corporate Responsibility (ICCR)
claims the portfolios of its members are worth about
U.S. $100 billion, with $900 million in community
development investments.5

Many countries now have religious-based SRI or-
ganizations. The Christian Centre for Socially Respon-
sible Investment (CCSRI) was established in Australia
in 2002, following the ICCR and the U.K. Ecumenical
Council for Corporate Responsibility (ECCR). In Ger-
many, the Corporate Responsibility Interface Centre
(CRIC e.V.) also provides SRI advice from a religious
perspective.

Institutional Breakdown

As Table 1 shows, the role of financial institutions in
SRI has become increasingly important. This is driven
by a number of factors on the demand side, as well
as increasingly demanding regulations on the supply
side (discussed further in section 3.5.). A survey pub-
lished by the UKSIF in October 2000 found that 59%
of the largest pension funds, representing over £235
billion (U.S. $430.5 billion), or 78%, had incorporated
social responsibility issues into their investment strate-
gies (Mathieu [2000]).6 The U.K. Office for National
Statistics estimates pension funds accounted for 17.7%
of all investment assets, so SRI-related products may
have accounted for at least 13.8% of institutional in-
vestment, excluding insurance companies, unit trusts,
and others. Since then, the adoption of SRI screens by

pension funds has increased, and new regulations have
been introduced in the insurance market and other fi-
nancial products. We estimate that the percentage of
SRI-related products has increased dramatically since
publication of this survey.7

The SRI market is also dominated by institutions in
the U.S., and there is a high institutional component in
Canada. In Australia, the proportion is relatively low,
however, because 1) there is a higher proportion of
direct share ownership,8 and 2) the SRI fund market
there is at an earlier stage of development. Differences
in the distribution of SRI assets are likely to affect
investor behavior across countries, an idea we develop
further in Section 3.5.

Empirical Comparison of SRI Funds

Table 2 provides some summary statistics drawn
from a number of sources on SRI for the countries we
cover here. Note that the data need to be interpreted
carefully, however.

For example, the U.K. figures are based on EIRIS
estimates of SRI in the consumer sector. Including in-
stitutional SRI would put total U.K. SRI investment at
a minimum of 14.9% in 2000. This would make the
U.K. figures similar to those for the U.S., but the SRI
criteria would be less stringent than surveys in Aus-
tralia and Canada that only include funds describing
themselves as ethical, socially responsible, or sustain-
able. U.S. methodology includes any fund that uses
one or more SRI screens, thus the inclusion frame is
wider.

Data for Germany is less readily available on a com-
parable basis, but we have gleaned some information
from the European Sustainable and Responsible In-
vestment Forum (Eurosif [2003]).

Data on Individual Investors and Hypothesis
Development

Data on individual SRI investors is not as readily
available as aggregate data. One useful source is the
extensive survey of individual stakeholder attitudes
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Table 2. Overview of SRI in Selected Countries

Australia1 Canada1 U.K.2 U.S.1

Total SRI Funds (U.S. $billions)3

2004 14.5 46.8 — —
2003 13.8 — 6.9 2164.0
2002 7.6 32.7 5.2 —
2001 5.4 — 5.8 2320.0
2000 — 33.6 5.0 —
1999 — — 4.0 2159.0

% All Equity and Fund Holdings
2004 1.8 3.6 — —
2003 1.8 — 2.1 11.3
2002 1.2 3.3 2.1 —
2001 0.9 — 1.8 11.7
2000 — 3.2 1.1 —
1999 — — 0.9 13.3

% Growth of SRI Assets4

2004 1.0 27.4 — —
2003 53.0 — 20.0 −6.7
2002 32.0 3.0 −13.0 —
2001 — — 22.1 7.5
2000 — — 34.7 —
1999 — — 28.8 82.2

No. of Funds
2004 89 — 57 —
2003 63 — 54 200
2002 74 53 62 —
2001 46 — 60 181
2000 — — 44 —
1999 — — 44 168

Sources: Australia: Ethical Investment Association and Australian
Government: Invest Australia. Canada: Social Investment Organisa-
tion (bi-annual survey). U.K.: The U.K. Social Investment Forum,
the Ethical Investment Research and Information Service (EIRIS),
and U.K. Office for National Statistics. U.S.: The Social Investment
Forum (bi-annual survey).
1These figures are based on a similar methodology and include con-
sumer and institutional SRI estimates.
2These figures are for consumer investment only and are from EIRIS.
Institutional investment estimates are discussed in the text.
3Based on national currencies from the sources above, recalculated
using average exchange rates over the year.
4Growth rates are based on estimates in national currencies, not
U.S.$, and so avoid errors due to exchange rate changes.

toward CSR published annually by GlobeScan Ltd.
This survey first appeared as the Environics Millen-
nium Poll in 2000, and covers a fully stratified, repre-
sentative sample of approximately 1,000 respondents
each year from a wide selection of countries. We use
the 2003 survey responses and focus on the five coun-
tries we discuss here, which have the highest number
of shareholders and the most well-developed SRI focus
in their investment industries. To identify SRI share-
holders, we asked:

Do you currently own shares in a company listed on a
stock exchange, either directly or indirectly through a
mutual fund, pension plan, or other retirement fund?

1. I own shares directly.
2. I own shares indirectly through a mutual fund, pen-

sion plan, or other
3. retirement fund.
4. I do not own any shares.
5. I own shares both directly and indirectly.

Our analysis is based on respondents who answered
either (1), (2), or (4), from which we identify SRI
investors using the following question:

Has a company’s demonstrated social responsibility
ever had an influence on your investment decisions?
Have you either bought or sold its shares as a result?

1. It had an influence at least once.
2. I considered it, but didn’t buy or sell shares as a

result.
3. It had no effect on my share purchases or sales.

We defined SRI investors as those who answered
(1), and conventional investors as those who answered
(2) or (3). This allowed us to identify active SRI in-
vestors as a separate group. We assumed that all in-
vestors are likely to consider all information about
companies, but only those who actually act on the
social aspects of the information are considered SRI
investors.

The demographic data covers eight respondent char-
acteristics: age, income, education level, gender, com-
munity size, Internet use, employment in large com-
panies, and religion. Our data on attitudes are collated
from responses to six other questions in the survey (see
Table 3).

Note that this survey was not originally designed
for our project. Thus the hypotheses we develop are
driven in part by the questions that were actually asked
rather than by the questions we would have asked.
The scope of the hypotheses we can test is somewhat
limited (for example, we cannot test for risk aversion).
Nonetheless, the questions available are wide-ranging
and appear to offer opportunities to test most of the
salient SRI hypotheses.

Financial Returns

The largest part of the SRI literature focuses on
the financial performance of ethical investments, and
more specifically whether increasing interest in these
products is attributable to their higher returns relative
to conventional investment vehicles. The results are
mixed. Early studies looked at cause-related invest-
ment, such as the 1980s South Africa boycott. Gross-
man and Sharpe [1986] show that portfolios screened
to exclude South Africa-related businesses per-
formed slightly better than unscreened portfolios over
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Table 3. Questions and Metrics on Shareholder Demographics, Attitudes, and Behavior

Hypothesis Question Metric

H1: Perception of Profitability of Socially
Responsible Companies

Companies that are socially responsible are
more profitable than socially irresponsible
companies

Scale: (1) Strongly Agree to (5) Strongly
Disagree

H2: Religion Do you consider yourself to be. . . ? Six Major Religions, plus Other, Nothing,
and Don’t Know

H3: The Role of Firms (Use Option 2 only) People have different views on the role of
large companies in society. In your view,
should large companies. . . ?

1. Focus on making profit, paying taxes, and
providing employment in ways that obey
all laws.

2. Do all this in ways that set higher ethical
standards, going beyond what is required
by law and actively helping build a better
society for all.

3. Operate somewhere in between these two
points of view.

H4: Shareholder versus Social Priorities of
Firms - Friedman [1970] Hypothesis

Companies should be more responsible to
their shareholders than to society

Scale: (1) Strongly Agree to (5) Strongly
Disagree

H5: Financial versus Social Performance of
Firms

As an investor, a company’s social and
environmental performance is not as
important to me as its financial
performance

Scale: (1) Strongly Agree to (5) Strongly
Disagree

H6: Propensity to Punish (Use Option 3
only)

In the past year, have you considered
punishing a company you see as not
socially responsible by either refusing to
buy their products or speaking critically
about the company to others?

1. I have not considered doing this.
2. I considered this but didn’t actually do it.
3. I have actually done this in the past year.

H7: Income Quintiles (1) lowest to (5) highest
H8: Gender Dummy = 1 if Female
H9: Education (1) Low; (2) Medium; (3) High

(University/College Graduate)
H10: Age Six Age Groups ranging from 18 to over 90
H11: Internet Use Have you personally used the Internet or

e-mail either at home or at work in the
past six months?

Dummy = 1 if Yes

H12: Town Size 10,000 to (5) >1 million
H13: Work (Use Options 1 & 2) Do you or does someone in your household

currently work for a large for-profit
company with over 1,000 employees?

1. Respondent does.
2. Other household member does.
3. No.

H14: Confidence in Company Accounting I do not trust the accuracy of company
accounting

Scale: (1) Strongly Agree to (5) Strongly
Disagree

1960–1983. By contrast, Teoh, Welch, and Wazzan
[1999] find the boycott had almost no effect.

Environmental issues have also been highlighted.
Russo and Fouts [1997] find that companies with a bet-
ter environmental performance appear to have above-
average returns when adjusted for a wide range of
factors. Dowell, Hart, and Yeung [2000] find similar
results for the price/book ratios of U.S. multinational
corporations that adopt high global environmental stan-
dards instead of lower local standards. Guenster et al.
[2005] use the Innovest environmental ratings, and find
a significant relationship with both firm valuation and
operating results.

More generally, Gompers, Ishii, and Metrick [2003]
show that firms with corporate governance practices
focusing on management aims rather than social aims
tend to have lower price/book ratios. Also, firms with
low corporate governance ratings had significantly
below-average risk-adjusted returns over the period

1990–1999. Orlitzky, Schmidt, and Rynes [2003] use
a meta-analysis of extant corporate social performance
studies and find a statistically significant, positive as-
sociation with corporate financial performance.

In contrast, other studies show that the effect of
social responsibility issues may be small or neutral.
Stone et al. [2001] show that the returns of a stock
selection model were not decreased by the implemen-
tation of social screens over 1984–1997. Hamilton, Jo,
and Statman [1993] study the risk-adjusted returns of
socially screened mutual funds and find they are sta-
tistically indistinguishable from those of unscreened
funds.

Similarly, Bauer, Koedijk, and Otten [2005] mea-
sure the risk-adjusted performance of 103 German,
U.S., and U.K. screened mutual funds over the period
1990–2001, and find no significant differences between
their returns and those of unscreened funds. Cum-
mings [2000] and Tippet [2001] find similar evidence
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that the performance of Australian ethical investment
trusts is worse or neutral relative to conventional
investments.9

To distinguish between these alternative sets of re-
sults, we test the following directional hypothesis:

H1: The likelihood that social factors will influence in-
vestment decisions is higher among investors who be-
lieve that responsible companies are more profitable.

Ethical Priors

Obviously, some investors choose ethical invest-
ment strategies because of their personal values and
ethics. These may arise from inter alia personal utility
value or the “feel good” effects from social invest-
ing (Webley, Lewis, and Mackenzie [2001], Schueth
[2003], and Michelson et al. [2004]), from sociocul-
tural influences on perceptions of corporate responsi-
bility (Hofstede and Hofstede [2005], Katz, Swanson,
and Nelson [2001], and Williams and Zinkin [2005a]);
or from prior religious views (Naber [2001b], Bram-
mer, Williams, and Zinkin [2005], Williams and Zinkin
[2005b]). The influence of these types of factors is not
straightforward (Lewis [2002], Mackenzie and Lewis
[1999], Lewis and Mackenzie [2000]), but there is
some evidence that ethical views are relevant in the mo-
tives and outcomes of SRI decisions (Schueth [2003],
Michelson et al. [2004], Sparkes and Cowton [2004]).

Friedman [1970] presented an alternative view, that
the social responsibility of firms is to earn profits for
their shareholders. That is, considerations for wider
stakeholder groups should not be a priority. A priori
SRI investors should have a wider social focus, which
we test for with the following hypotheses:

The likelihood that social factors will influence invest-
ment decisions will:

H2: Be higher among respondents who have a religious
affiliation,

H3: Be higher among those who identify ethical be-
havior as an important aim of firms,

H4: Be lower among those who believe firms should
prioritize shareholder interests over social aims (Fried-
man [1970]),

H5: Be higher among investors who prioritize social
aims over financial aims.

The Link Between Investor and Consumer
Behavior

The connection between consumer and investment
behavior has been the subject of a number of stud-
ies (Thaler [1980], Wilcox [1999], Clark-Murphy and

Soutar [2005]). In the context of SRI, Goyen, Phillips,
and Beal [2005] suggest there is a trade-off between
financial and psychic returns for some SRI investors:
They may gain non-financial utility from the fact that
their investments have a social dimension. O’Neil and
Pienta [1994] find SRI investors tend to be more “other-
centered” than “self-centered.”

McLachlan and Gardner [2004] apply an adapta-
tion of the consumer decision-making styles model
of Sproles [1985] and Sproles and Kendall [1986] to
SRI investors in Australia. They show that SRI in-
vestors tend to be more “perfectionist” in style than
conventional investors. They are also more likely to
suffer “confusion from over-choice,” that is, they find
it harder to determine good investments. Our survey
contains a question on whether respondents have “pun-
ished” what they consider bad social performance as
consumers. We use this as our proxy for the consumer-
investor link to test the following hypothesis:

H6: The likelihood that social factors will influence
investment decisions will be higher among investors
who have punished firms for poor CSR as consumers.

Demographics

Demographics are often used to profile conventional
investors for marketing financial products. A number
of characteristics appear to be common, for example,
share ownership tends to be higher among men than
women, and tends to increase with age, income, and
educational attainment (ASX [2005], ICI [2005]).

Demographic studies confirm several differences
between SRI and conventional investors. For example,
Rosen, Sandler, and Shani [1991] and Hayes [2001]
find SRI investors tend to be younger. Tippet [2001]
and Tippet and Leung [2001] find they are better ed-
ucated and female rather than male. This fits with the
findings of Schueth [2003], who suggests that SRI in
the U.S. is driven by general improvements in educa-
tion levels and from the wider involvement of women
in the equities market.

Differences in income levels may also be impor-
tant. Tippet [2001] suggests there may be an “ethi-
cal penalty” in less diversified portfolios arising from
lower returns or higher risk. Consequently, he ar-
gues that ethical investors are likely to be wealth-
ier and more able to accommodate this financial cost
(Tippet [2001], Tippet and Leung [2001]). On the other
hand, McLachlan and Gardner [2004] studied SRI in
Australia and found no evidence of differences in age,
education level, or income for SRI investors.

Some have suggested that stakeholder issues may
also influence SRI (KPMG [2005, p. 25]). For exam-
ple, Waddock and Graves [1997] show that relation-
ships with community stakeholders appear to be im-
portant, especially where company activity has a big
impact on small communities. Waddock, Graves, and
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Gorski [1998] show that companies in the Dow Jones
Sustainability Index (DJSI) tend to have a higher aver-
age number of employees. This implies that employees
in large companies may influence company behavior
more actively than employees in smaller companies.

Information about the social performance of com-
panies is important for stakeholder recognition of CSR
and their subsequent behavior toward firms (Mohr,
Webb, and Harris [2001], Crane and Livesey [2002],
KPMG [2005]). The Internet is an increasingly impor-
tant source of this information (Esrock and Leichty
[1998], Williams and Ho [1999], Coupland [2003],
Coupland and Brown [2004], Chambers et al. [2003]).
Investors in general use many information sources, but
since ethical screening requires more detailed informa-
tion, we expect SRI investors to be more active in their
use of the Internet as a data source.

We propose the following hypotheses on demo-
graphics:

The likelihood that social factors will influence invest-
ment decisions will:

H7: Increase with income group,

H8: Be higher among women,

H9: Increase with educational attainment,

H10: Decrease with age group,

H11: Be higher among Internet users,

H12: Decrease with community size,

H13: Be higher among investors who work in large
firms.

Practitioner Literature

Practitioner research tends to differ from academic
literature because it is often based on market context,
which differs from country to country. For example,
the U.K. Social Investment Forum identifies a set of
key drivers of the increase in SRI from both the de-
mand and the supply side. For consumers, they high-
light 1) changes in social values, 2) economic trends
related to globalization and the greater involvement of
women and younger people in share ownership, 3) in-
creased awareness of social issues due to high-profile
campaigns, investigative news reports, and personal fi-
nance education, 4) increased direct selling of ethical
products by financial advisors, and 5) increased disclo-
sure and recognition of CSR by firms and the way this
influences their marketing strategies. Increased disclo-
sure is often achieved through “triple bottom line” ac-
counting, which uses social/ethical and environmental
reporting in addition to financial accounting (Norman

and McDonald [2004]). This leads to our final specific
hypothesis:

H14: The likelihood that social factors will influence
investment decisions will be lower among investors
who trust company accounting.

UKSIF identifies the key drivers on the supply side
as 1) changes in the law, such as the 1995 Pensions Act
and the “SRI Pensions Disclosure Regulation” of 2001;
2) the Charity’s Trustee Act of 2000, which highlighted
the risks to charities of associating with corrupt firms or
governments; 3) the “SRI overlay” by the four largest
U.K. insurance companies, who switched the overall
balance of their portfolios to SRI products; 4) the in-
creasing recognition of the business case for CSR; and
5) increased demands for good corporate governance
from other institutional stakeholders such as company
insurers who, following the Association of British In-
surers Guidelines of 2002, often require firms to reduce
their risk exposure by operating with good CSR.

In Australia, the Mays and BT Financial Group re-
port [2003] argues that SRI provides superior perfor-
mance for less risk. The report identifies a set of “added
value drivers” that enhance shareholder value and en-
courage SRI. This list includes: 1) enhanced reputation
and brand loyalty; 2) better stakeholder relations; 3)
employee loyalty, higher productivity, and lower staff
turnover; 4) better customer satisfaction and loyalty,
which leads to higher sales revenue; 5) overall cost
savings; 6) reduced operational risks and threats from
mergers and acquisitions; 7) potential alliances with
business partners; 8) new business opportunities; 9)
access to and lower costs of capital; and 10) reduced
need for regulatory intervention. The report suggests
there is strong evidence linking ethical and environ-
mental business practices to reduced risk profiles and
improved brand reputation. In addition, better work-
place practices are strongly linked to enhancing a firm’s
human and intellectual capital, operational efficiency,
and overall revenue and profitability.

These observations, together with the discussion in
section 2, suggest that differences may exist in the way
SRI decisions are reached in different countries be-
cause of the way it has developed in different market
contexts. This may be especially true of differences in
institutional ownership and in the regulatory environ-
ment.

For example, in the U.K., where institutions dom-
inate SRI activity, we would expect individual in-
vestors to be less likely to make portfolio decisions
in response to social issues since these decisions are
delegated to fund managers. There does appear to be
an active SRI strategy among many U.K. institutions
(see Cox, Brammer, and Millington [2004]). By con-
trast, in Australia, where direct share ownership is very
high, individual investors take on more of the screening
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activity themselves and may be more responsive to SRI
concerns.

As for the regulatory environment, we would expect
to see a higher level of SRI activity in countries like the
U.S., where regulation is left to the market and to share-
holder advocacy initiatives, than in countries like the
U.K., where corporate social performance is regulated
by government and non-governmental authorities. This
leads to the following general hypotheses:

H15: The likelihood that social factors will influ-
ence individual investment decisions will be lower in
countries where institutional share ownership is high.
H16: The likelihood that social factors will influence
individual investment decisions will be lower in coun-
tries where regulation of corporate social performance
by third-party authorities is high.

Empirical Strategy

A General Model of SRI Choice

Given the evidence from the SRI literature, we sug-
gest a simple binary model of investor choice in which
the investment decision is affected by the social per-
formance of corporations as follows:

Investment Decision i ={
0 NotAffectedbySocialPerformance
1 IsAffectedbySocialPerformance

(1)

We hypothesize that the choice variable, Investment
Decisioni , is determined by factors related to: 1) mea-
sures of investor attitudes, 2) indicators of investor
behavior as a consumer in the wider sense, and 3) in-
dividual investor demographics. We parameterize this
choice using a binary Probit model that aims to identify
which factors influence the probability that an investor
will be influenced by social performance. We assign
a value of 1 if the investor is affected, and a value
of 0 otherwise. We estimate this probability using a
cumulative normal density function of the following
form:10

Pi = E(Outcome = 1(SRI )) = F (Zi )

= 1√
2π

Zi∫
−∞

e−t2/2
dt (2)

where Pi is the probability that the investor is influ-
enced by social factors, which in turn is conditional on
an index Zi and t, a random variable that is normally
distributed with mean 0 and variance 1. The index Zi is

estimated by the following:

Zi = F−1(Pn) = β0 + β1CSRProfit i + β2bBuddhist i

+β2jJewish i + β2cCatholici + β2pProtestant i

+β3FirmRole i + β4Friedman i

+β5Performance i + β6Punishi + β7Income i

+β8Gender i + β9Education i + β10Age i

+β11WebUse i + β12TownSize i

+β13Employment +i β14TrustAccounts i (3)

where F−1 is the inverse of the cumulative density
function to Equation (2), so that the probability that
the investment choice in each case i will be affected
by the social performance of firms depends on: 1) atti-
tudes, including views about the relationship between
good CSR and profits, religious affiliation, the ethical
role of firms in society, the importance of sharehold-
ers (Friedman [1970]), the level of trust in company
accounting, and attitudes toward financial versus so-
cial performance; 2) the behavioral variable Punishi ,
which captures the propensity of investors to respond
to poor CSR in the marketplace by changing their con-
sumption patterns; and 3) demographic factors, includ-
ing income, gender, education levels, ages, Internet
use, community size, and employment at a large firm.
Table 4 gives summary statistics for these variables and
others used in the study.

We performed a search for the best specification of
Zi using restrictions on the general model in Equation
(3), in which insignificant variables from the encom-
passing equation are excluded on the basis of statisti-
cal tests of their explanatory power. This allowed us
to find well-specified models in which all the explana-
tory variables are statistically significant. We test for
the influence of market context in Hypotheses 15 and
16 by looking at differences in the structure of the
reduced-form equations and by comparing the predic-
tions across countries.

Results

Table 5 gives the results of the Probit estimation.
For brevity, we show only the reduced models, but in
each case the general model has the same structure as
the All Countries model in the first column.

Identifying the Determinants of SRI

One striking feature of the results is that attitudes
toward good CSR and company profitability do not
appear to be significant for individual countries. This
is contrary to claims that SRI is driven by financial
considerations, as SRI investors do not appear to differ
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Table 4. Summary Statistics of the Variables

All Countries Australia Canada Germany U.K. U.S.

Total Sample 5017 1013 1002 1000 1002 1000
Shareholders 1980 428 437 429 380 564
SRI Influenced 475 121 108 78 70 149

Mean SD Mean SD Mean SD Mean SD Mean SD Mean SD
SRI Investors 0.241 0.428 0.295 0.456 0.257 0.437 0.179 0.384 0.186 0.390 0.268 0.444
Income 3.531 1.261 3.625 1.296 3.398 1.149 3.419 1.362 3.941 1.251 3.400 1.181
Gender 1.452 0.498 1.441 0.497 1.463 0.499 1.463 0.499 1.462 0.499 1.435 0.496
Education 2.350 0.659 2.363 0.724 2.315 0.627 2.407 0.522 2.066 0.860 2.500 0.513
Age 3.621 1.465 3.582 1.466 3.531 1.545 3.409 1.317 3.745 1.524 3.833 1.449
Internet Use 0.781 0.414 0.793 0.405 0.786 0.411 0.721 0.449 0.783 0.413 0.816 0.388
Town Size 2.700 1.104 3.040 1.165 2.610 1.133 2.598 0.778 2.048 0.990 2.981 1.124
Work 0.261 0.439 0.262 0.440 0.199 0.400 0.279 0.449 0.307 0.462 0.268 0.444
Buddhist 0.006 0.075 0.010 0.100 0.008 0.087 0.000 0.000 0.000 0.000 0.009 0.093
Jewish 0.011 0.104 0.013 0.112 0.003 0.050 0.000 0.000 0.007 0.083 0.028 0.166
Catholic 0.258 0.438 0.179 0.384 0.358 0.480 0.353 0.479 0.138 0.345 0.236 0.425
Protestant 0.433 0.496 0.395 0.490 0.353 0.478 0.366 0.482 0.545 0.499 0.519 0.500
Firm Role 0.292 0.455 0.325 0.469 0.322 0.468 0.228 0.420 0.272 0.446 0.303 0.460
Punish 0.467 0.499 0.579 0.494 0.443 0.497 0.448 0.498 0.407 0.492 0.444 0.497
Friedman 2.445 1.079 2.625 1.091 2.423 1.026 2.348 0.943 2.617 1.126 2.281 1.155
Trust Company Accounting 1.998 0.986 2.038 1.052 2.003 0.898 1.847 0.896 2.131 1.099 2.004 0.986
CSR = Profits 2.426 1.036 2.569 1.098 2.353 0.988 2.384 0.904 2.590 1.113 2.299 1.053
Performance 2.628 1.015 2.673 1.019 2.710 1.000 2.473 0.930 2.628 1.081 2.649 1.039

in their beliefs about company performance relative to
conventional investors. However, for the All Countries
example, this variable is significant and has the ex-
pected sign, implying that investors who disagree that
good CSR gives higher profits are less likely to be SRI
investors.

Other attitudinal and behavioral variables appear to
be more important to the ethical investment decision.
In five out of six cases, the likelihood that social factors
affect the investment decision is significantly affected
by investor attitudes to social versus financial perfor-
mance. Those who place greater or equal weight on
social issues are more likely to be influenced by these
factors in their investment decisions.

In the U.S., the social performance variable is
not statistically significant, but more general attitudes
about the role of firms are significant. Respondents who
identified “setting high ethical standards” as an impor-
tant social role of firms are more likely to use this
criterion in their investment decisions. In terms of be-
havior, the Punishi variable is significant in five cases.
Thus, investors who have actively “punished” firms for
poor CSR as consumers are likely to do the same as
investors. For Germany, this variable was marginally
insignificant at the 90% level.

One or two other variables also appear important.
In Canada, for example, investors who disagree with
Friedman’s [1970] view that firms should be more
responsible to shareholders than to society are more
likely to be SRI investors. In Germany and the U.K.,
investors who trust company accounting are less likely
to be SRI investors; this is also true for the All Coun-
tries case.

Another clear result is the relative unimportance
of demographic factors. Income appears to have some
influence in Australia and Canada, but not elsewhere.
Community size is important in Australia. Age appears
to be important in Germany, although the importance
of social performance appears to increase with age,
contrary to Hypothesis 10. In the U.S., Internet use and
employment in large firms appears to be important.

Income and religion appear to be significant across
all countries, although religion has the opposite sign
from what we expected. This may be because members
of religious groups invest in funds that already have
strict ethical screens, and so may not need to actively
change their portfolios because of social performance
issues.

Overall, contrary to the findings of several stud-
ies (Rosen, Sandler, and Shani [1991], Hayes [2001],
Tippet and Leung [2001], and Schueth [2003]), demo-
graphics appear to explain very little and most are not
statistically significant.

Predicting Likely SRI Investors

We can use our results to make some predictions
about appropriate investment strategies for investors
based on their attitudes and behavior. This in turn can
be useful in profiling SRI investors and marketing SRI
products.

Table 6 shows the probability that investors will be
influenced by social performance under a number of
alternative conditions relating to their attitudes toward
social versus financial performance, as well as their
propensity to actively punish poor CSR as consumers.
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Table 5. Probit Estimates

All Countries All Countries Australia Canada Germany U.K. U.S.

Constant −1.531 −1.252 −1.807 −2.274 −1.624 −1.111 −1.312
[0.252]∗∗∗ [0.169]∗∗∗ [0.322]∗∗∗ [0.322]∗∗∗ [0.323]∗∗∗ [0.255]∗∗∗ [0.162]∗∗∗

CSR = Profits −0.061 −0.062 — — — — —
[0.031]∗∗ [0.030]∗∗∗

Buddhist 0.389 — — — — — —
[0.381]

Jewish 0.394 — — — — — —
[0.290]

Catholic −0.175 −0.186 — — — — —
[0.086]∗∗ [0.084]∗∗

Protestant −0.204 −0.222 — — — — —
[0.076]∗∗∗ [0.073]∗∗∗

Firm Role 0.106 — — — — — 0.354
[0.071] [0.126]∗∗∗

Friedman −0.038 — — 0.129 — — —
[0.031] [0.068]∗

Performance 0.171 0.173 0.225 0.200 0.184 0.146 —
[0.033]∗∗∗ [0.031]∗∗∗ [0.068]∗∗∗ [0.070]∗∗∗ [0.076]∗∗ [0.072]∗∗

Punish 0.413 0.424 0.651 0.392 — 0.481 0.434
[0.066]∗∗∗ [0.064]∗∗∗ [0.144]∗∗∗ [0.136]∗∗∗ [0.155]∗∗∗ [0.119]∗∗∗

Income 0.076 0.081 0.183 0.154 — — —
[0.028]∗∗∗ [0.025]∗∗∗ [0.057]∗∗∗ [0.060]∗∗

Gender 0.030 — — — — — —
[0.065]

Education 0.079 — — — — — —
[0.053]

Age 0.033 — — — 0.182 — —
[0.023] [0.055]∗∗∗

Internet Use −0.031 — — — — — 0.360
[0.088] [0.161]∗∗

Town Size 0.004 — −–0.157 — — — —
[0.029] [0.058]∗∗∗

Employment 0.072 — — — — — 0.247
[0.075] [0.130]∗

Trust Accounting −0.073 −0.072 — — −0.220 −0.200 —
[0.033]∗∗ [0.032]∗∗ [0.082]∗∗∗ [0.076]∗∗∗

R2 0.069 0.062 0.115 0.087 0.055 0.065 0.064
K-L R2 0.062 0.056 0.104 0.072 0.056 0.062 0.053
% Correct 76.1 76.1 71.5 77.3 81.8 81.6 73.9

Notes: Standard errors are in brackets. ∗∗∗, ∗∗, and ∗ indicate significance at the 1%, 5%, and 10% levels, respectively. K-L = Kullback-Leibler
R2.

The top panel shows that investors concerned about
CSR as consumers are more likely to be influenced
by social factors in their investment choices. In some
cases, this is quite striking. For example, in Australia
and the U.K., CSR-active consumers are more than
twice as likely than less active consumers to be SRI
investors. The results are similar in Canada and the U.S.
But there is no difference in Germany, as we expect,
since the Punishi variable is marginally insignificant.

The impact of social performance can also be
gauged using the Probit estimates. In the second panel,
CSR-active consumers who believe social performance
is very important are more than twice as likely to be SRI
investors in all countries. The third panel shows that
investors who are less active as consumers are nearly
three times as likely to be SRI investors if they care
a great deal about social performance. However, over-

all, they are less likely to be SRI investors. Comparing
panels 2 and 3 shows that CSR-active consumers are
more likely to be SRI investors even if they are neutral
or disagree with the view that financial aims are not as
important as social aims.

Market Context and SRI

Our results also show some differences across coun-
tries, which may be associated with the contextual dif-
ferences discussed earlier. For example, the results for
the likelihood that social issues will influence U.K. in-
vestors are lower than those in other countries. This
does not appear to be because U.K. investors are
less concerned about these issues, however, since the
average responses in Table 4 are similar or greater
for U.K. respondents. Instead, it appears to support
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Table 6. Probability that Social Performance Influences Investment

All countries Australia Canada Germany U.K. U.S.

Punish
Have 30.0% 35.6% 30.7% 17.0% 25.1% 34.1%
Have Not 17.1% 15.4% 18.5% 17.0% 12.4% 19.9%

Impact of Performance for CSR-Active Consumers (Punish)
1 21.0% 22.8% 19.9% — 18.1% —
2 26.3% 30.2% 25.9% — 22.2% —
3 32.2% 38.4% 32.8% — 26.8% —
4 38.7% 47.2% 40.3% — 31.8% —
5 45.4% 56.2% 48.2% — 37.2% —

Impact of Performance for Non-CSR-Active Consumers (Not Punished)
1 10.9% 8.1% 10.8% 11.0% 8.2% —
2 14.5% 12.1% 15.0% 14.9% 10.7% —
3 18.8% 17.2% 20.1% 19.5% 13.6% —
4 23.8% 23.5% 26.2% 25.0% 17.0% —
5 29.5% 31.0% 33.1% 31.2% 21.0% —

Notes: Estimates are based on the Probit models in Table 5 using the average values for the explanatory variables shown in Table 3. The
performance index is taken from the question on the relative importance of social versus financial performance of firms, H5 in Table 4. The
higher the index, the more investors care about social performance.

Hypotheses 15 and 16, suggesting that the dominance
of institutions in the U.K., as well as the SRI overlay
imposed by formal regulations, means that social is-
sues are effectively delegated to fund managers. Thus
U.K. investors may not need to be as active on social
issues.

In contrast, in Australia and Canada, where the in-
vestment market is less dominated by funds and where
direct share ownership is more common, SRI issues
have a greater impact on shareholder behavior. This is
clearly an area where further research may prove fruit-
ful since it is necessary to distinguish between these
potential explanations and to identify any other impor-
tant contextual factors.

Discussion and Conclusions

We have reported evidence from five countries that
a significant portion of investors consider a company’s
social and environmental behavior when making in-
vestment decisions. Our results show that investor
characteristics as consumers and their general attitude
toward the social aims of firms appear to influence
their investment choices. Financial returns and demo-
graphic characteristics, however, appear to have very
little power in explaining the SRI choice.

Our results also support the view that the market
context is important. Investors in the U.K., for exam-
ple, where most investment is intermediated through
a pension or insurance fund, appear to be less active
as SRI investors than in Australia, where direct share
ownership is more common.

The results show it is possible to use the methodol-
ogy applied here to credibly predict whether an indi-
vidual investor will choose SRI products. In principle,

this calls into question sales strategies based solely
on financial returns and demographics, and opens the
prospect that our approach could be a useful tool for
practitioners for SRI marketing and financial consult-
ing.

Further research into the behavioral aspects of SRI
may prove useful. One obvious avenue is investigating
the determinants of investor types and any link they
may have to SRI choices. Another area not covered
here might focus on the risk characteristics of SRI in-
vestors, to see if this sheds any light on the debate
surrounding investor choices and the financial perfor-
mance of SRI portfolios. Finally, the links between
market context, regulation, and SRI activism might be
investigated further to help guide policy and provide a
better understanding of the future development of SRI
in different markets.
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Notes

1. Financial services wishing to support the fields of environ-
mental, ethical, or social investment policy can also use the
services of several research agencies, including imug, oekom
research, scoris (sirigroup), and Suedwind, among others. The
www.ecoreporter.de website, begun in 1999, provides news
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and information about the SRI sector. In September 1999,
the "Gruenes Geld" fair for sustainable investment was held
for the first time. Its success as a market platform for both
suppliers and investors has led to a series of annual events.

2. Nine providers of stakeholder pension schemes advised UK-
SIF that they offered a socially responsible investment fund
in September 2001. For further details, see the page, “Your
Pension,” on the EIRIS website.

3. Shareholder influence on company behavior is likely to be a
key feature of future ethical investment. The first resolution
on social and environmental policy was proposed at the 1997
Shell AGM by corporate governance specialists Pensions and
Investment Research Consultants and the church-based Ecu-
menical Council for Corporate Responsibility. Shareholders
representing 17% of Shell’s share capital withheld their sup-
port from the company on the resolution. In 2001, shareholder
resolutions were tabled at the BP Amoco and Balfour Beatty
AGMs.

4. These organizations include: Ethical and Environmental
Screening Services (EESS); Ethical Investment Research Ser-
vice (EIRIS); Global Risk Management Services (GRMS); In-
novest Strategic Value Advisers; The Manifest Voting Agency;
National Association of Pension Funds Voting Issues Service;
Pensions Investment Research Consultants (PIRC); and Safety
and Environmental Risk Management (SERM). The UKSIF
was a founding member of the European Social Investment
Forum (EIF). Specialist independent financial advisers, such
as members of UKSIF and the Ethical Investment Association
(www.ethicalinvestment.org.uk), help market and distribute
these investments. A number of U.K.-based investment man-
agers employ in-house staff dedicated to analysis or corporate
governance work on SRI issues. Such investment managers
include but are not restricted to AEGON Asset Management,
Friends Ivory & Sime, Henderson Global Investors (part of
AMP), Jupiter Asset Management (part of Commerzbank),
and Morley Fund Management (part of CGNU). In addition,
some investment banks ("brokers") are beginning to include
SRI issues in the research they supply to clients, and many
investment institutions have either expanded their in-house
SRI teams or hired their first analysts working solely on SRI
issues.

5. See http://www.iccr.org/about/.
6. See UK Social Investment Forum, “Response of UK Pen-

sion Funds to the SRI Disclosure Regulation,” www.uksif.org/
publications/reprt-2000-10/frameset.shtml.

7. Sparkes [2002] estimates that as of September 2001 there
were £120 billion (U.S. $229 billion) in institutional funds
that are actively implementing an SRI policy (as opposed to
those simply conforming to regulations). This figure is up from
£52 billion (U.S. $95 billion) in December 1999. A large part
of the growth was due to an increase in SRI in pension funds,
from £25 billion (U.S. $46 billion) in December 1999, to
£85 billion (U.S. $156 billion) in October 2001. The value of
SRI in church and charity investments was estimated at £31.4
billion (U.S. $57.5 billion) (Sparkes [2002]). New guidelines
were also introduced in the insurance market in October 2001.

8. 39% of Australian adults own shares directly, according to the
most recent Australian Stock Exchange survey (ASX [2005]).

9. These differences may be due to methodological problems.
For example, McWilliams and Siegel [2000] and McWilliams,
Siegel, and Teoh [1999] suggest that many studies on com-
parative returns may be vitiated by statistical errors. Brammer
and Pavelin [2005] suggest that the relationship between cor-
porate reputation and performance must take into account a
wider range of factors than is usual in the finance literature.

10. This is a standard methodology discussed in many econo-
metric texts (see, for example, Maddala [1983] and Gujarati
[1995].
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